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Last year I set out a clear strategy for the business and as 
you’ll see from the results today we have made excellent 
progress with its implementation. 

•A focus on income and costs has lead to a healthy growth in 
our like-for-like income

•A rigorous review of each of our assets has lead to active 
recycling of capital and the advancing of our valuable 
development pipeline

•And we’ve done this while maintaining a prudent approach 
to our finances

By following this strategy, I believe we will meet our ultimate 
objective of delivering attractive returns for shareholders.

Turning to some of our recent transactions…
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We sold a 75% stake in Espace St Quentin to Allianz, whilst 
keeping the asset management role

We sold Exchange Tower, realising value which can be 
reinvested elsewhere

On the buy side we acquired Leadenhall Court out of the 
White Tower portfolio and we bought out the 75% stake of 
Battery Retail Park from Teachers', giving us full control of the 
asset 

Developments remain an important element of our portfolio 
management I’ll talk a bit more about this later.
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We are moving our business to be more aligned with our 
customers. In the UK, we’ve restructured our teams and 
introduced new skills and working practices into our business.

The deals which we have done in the first half, coming on the 
back of significant transactions at the year end, have been 
focused on improving the future performance of our portfolio by 
selling mature assets and reinvesting in properties with better 
growth prospects. 

I'm pleased to say that we have been able to do this whilst 
releasing capital for further investment.
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Here are the headlines for our results.

Profit before tax is up on the prior year. However, because of 
the increased number of shares in issue the earnings per share 
figure is lower at 9.7 pence. 

We’ve increased the interim dividend to 7.15 pence, up nearly 
3% on last year.

And finally the NAV figure is up nearly 8% to £4.54 and gearing 
is down to 67%, and that’s before the receipt of funds from 
recent disposals.

With that I'll hand over to Simon to run through the numbers...
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In the first six months of 2010 we have seen like-for-like 
growth in our net rental income of £6.3 million or 5% to £132.5 
million.

That’s the net rental position. If we turn to gross rents, i.e. 
before property costs, underlying income is up 1.6%. 

We are showing progress in all areas, against a difficult 
market backdrop. There is no doubt that strong retail locations 
are benefiting when compared with weaker locations. 

Within Hammerson’s portfolio we have seen a reduction in 
vacancy levels.
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At the end of June the vacancy level was just below 4%.

A year ago overall voids were 7.4%. At that time, this vacancy 
represented a loss of income of around £23 million. Today, 
the equivalent figure is £13 million, reflecting the much 
reduced vacancy level. 

Turning to underlying profit…
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Our underlying profit before tax increased to £70.2 million 
in the first half of 2010.

The increase of £5 million from £65.6 million last year can be 
explained as follows:

Benefit of lettings and rent reviews £6m

Lower financing costs £12m

£18m

Offset by:

Income effect of 2009 property sales £(13)m

£5 m

Interest cover has improved to 2.6 times whilst very little interest 
has been capitalised. Accordingly our accounting profit is very 
close to a cash flow profit.

As David mentioned we have increased the interim dividend by 
2.9%.
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Net debt at 30 June this year was £2.1 billion, virtually 
unchanged on the figure at the end of 2009.

In June, we contracted to buy Leadenhall Court in the City, to 
sell Exchange Tower; and to sell a 75% interest in the St 
Quentin shopping centre. These transactions complete in the 
second half of 2010. Taking these into account produces a 
pro-forma net debt of £1.9 billion and gearing of 60%.

NAV increased by nearly 8% to £4.54 at 30 June, with the 
increase attributable to the uplift in values.
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In the UK, the capital return was 7.3%. London offices benefited
from both lower yields and moderately increased rental values.

In France the small increase in value reflected a very slight yield 
reduction offsetting a very slight fall in rental values.

Overall the total return for the half year was 8.1%.

The capital uplift was overwhelmingly attributable to lower yields. 
However, within our UK retail portfolio it was noticeable that the 
rental values of our shopping centres actually increased by 1.1%
in the first half. An encouraging sign.
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Over the last six months, there has been a cash outflow of 
£128 million, which was largely offset by exchange translation 
movements on Euro denominated debt of 
£110 million.

The principal acquisition was the 75% interest in Battery 
Retail Park, Birmingham.

Capital expenditure was £53 million and included 
£9 million at Marseille and further payments in respect of 
recent developments such as Aberdeen.

Turning to our financing position.
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Our financial position is strong. Pro-forma gearing is 60% and 
interest cover improved. 

We have substantial committed facilities in place.

Our average cost of debt in the first six months was 5.1% 

In June, Moody’s announced that they had improved the 
rating of Hammerson from negative to stable outlook.

Finally, none of our drawn debt matures before 2012.
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So to summarise:

Underlying rental income has increased and we have seen a 
further recovery in capital values.

We have further strengthened our financial position with 
improved credit ratios. We have great flexibility to take 
advantage of opportunities by having substantial unutilised 
committed facilities in place.
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Looking first at the UK, investment volumes remained strong 
throughout the first half.

UK institutions have been consistently active over the year, and
overseas buyers have remained a significant force.

The UK has been attractive to overseas buyers accounting for 
30% of all transactions, with nearly half of these from the Middle 
East. 

Investors were focused on high quality assets with strong 
income streams, but were also buying some weaker assets, but 
this area in the market has slowed in the last few months.

You can see the impact that’s had on yields…
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This graph shows shopping centres, but the pattern is the same 
as in the other sectors.

Yields have come in and the spread between prime and other 
classes has remained very wide. 

The market for secondary assets has been less liquid and we 
believe the yield differential will continue. We don’t think at these 
yields they are adequately reflecting the income risk on weaker 
retail assets or obsolescence on older offices and therefore 
could move out.

Turning to France…
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As usual the overall volumes are much lower than in the UK, 
with funds being the majority purchasers over the six month 
period.

We believe, the volume of sales has been limited by a lack of 
product availability, particularly prime office and retail assets, 
which remain in high demand.

We are now seeing greater interest from international investors 
in the French market. Yields have firmed slightly over the last six 
months and we see prime yields being maintained at these 
levels.

One of the key attractions of real estate is the income return 
compared with other asset classes…
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As shown here, there is still a large gap between property 
yields and interest rates in both the UK and France. 

However, a degree of caution. Against long-term average 
swap rates, spreads are closer to “fair value”.

It is our view that interest rates will stay low for some time, but 
also that finance for real estate will remain restrictive and so
availability of equity and corporate debt will be increasingly 
valuable.

As banks work through their loan books there is also going to 
be an increase in assets available on the market, but these 
are predominantly likely to be of poorer quality and put further
pressure on that area of the market.
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One of the great assets we have is the ability to attract strong
equity co-investors. 

Our partners who are active in the market, like Canada Pension 
Plan and Allianz, want access to quality assets.

But they also need someone like Hammerson with proven skills 
and expertise.

In a market where transactions are likely to be driven by equity, 
joint ventures are beneficial for both parties and it is a policy we 
will continue.

In the market, we see some buying opportunities, but we will 
continue to be selective.

So looking at the deals we’ve done…
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In the office portfolio, the Exchange Tower in Docklands has 
performed well for us showing a 14% IRR over the last ten years.

However we judged that future returns would not meet our 
benchmark and have exchanged contracts for its sale for 
£134 million. 

In June, we purchased Leadenhall Court from the administrators 
for the White Tower portfolio, at a price of £65 million.

This shows an initial yield of 11% and will allow us to create 
further value by using our asset management skills.
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In the retail portfolio, at Silverburn, which we bought at the end of last year, footfall is up 
4% and the scheme is trading well. The value has increased since year end, and we are 
very pleased with this investment.

In France, we sold 75% of Espace St Quentin, realising €176 million and forming a joint 
venture with Allianz.

By keeping a 25% stake  we retain critical mass in the sector and improve our returns 
through the asset management role.

By contrast at Battery Retail Park, an open A1 scheme, we wanted to gain sole control 
and improve liquidity, so we bought out Teachers for £49 million, a yield of 6%, and have 
now secured a planning consent for a restructuring of the scheme.

So, the overall result of our most recent transactions is to maintain current income, 
improving growth prospects, whilst also releasing capital for future re-investment.

Finally, working with the administrators of Thornfield, we have sold the smaller assets 
and we have successfully completed the Rock shopping centre in Bury which opened 
two weeks ago over 75% let with good retailer interest. We will now take forward the 
asset management of the centre and we see further opportunities for working with the 
banks over the next few years. 

I’ll hand over to David to talk through the operational activity..
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I want to start by looking at the economic backdrop…

In the UK, retail sales trends have been volatile, but positive 
in the last few months.

However, unemployment remains high and with continued 
uncertainties it’s no surprise that consumer confidence, which 
had been recovering, has  faltered recently. 



�3

�����!�"��������(����������

	#

	�

	�

�

�

�

#

-

���/ ���3 ���6 ���< ���8 ����


������������=��������������������������>


������0�����:������=4>

0�����'�1!������%���0�����

�*���

�*���

�*-��

�*3��

�*<��

#*���

���/ ���3 ���6 ���< ���8 ����

@������$����

@������$�����=�!�������>

0�����'�1!������%���0�����

"��������"���������

0�����'�1!������%���0�����

	/�

	-�

	#�

	��

	��

�

��

���/ ���3 ���6 ���< ���8 ����

" ������������������

In France, the trends are the same. Retails sales have been 
recovering but consumer confidence is fragile. 

Our view is that in both countries the retail environment will 
therefore remain challenging. 

So that’s the general consumer environment, however, we are 
continuing to see a marked differentiation between our 
schemes and the rest of the market.
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In particular, I’m very pleased with our vacancy performance.

Our figures are good, but compared to the market they are 
excellent. 

I set our teams a target to reduce vacancy by 20% during the 
year. We’ve managed to achieve this in the first six months of 
the year and that’s one of the key reasons we have grown like-
for-like income by 5%.



�<


�&����1������� ����������

������� ��	 ����������2-7#��������

�


�����������
� ����������2�7/��������

2

����� K�7834 =K�7-4�C���!��������������@A>

����� K�7/4�=K�784�C
">

������������ �#7<4 �

������� ��	 ����������I�7-��������

�


�����������
� ����������I�73���������

2

����� 	�764�=	�734������!��������������+>

����� 	�734�=	�7-4�"9""�����+> �

������������ 87�4 �

2

���������������2

���������������

9
���������/��

� 9
���������/��

�

������

0�+�����!�����#��,��������

9���'�
�> "9""�����+�������������$
�> ������#��,��������

@A

And our trading performance is also encouraging. 

In the UK, both footfall and sales figures have been strong in the 
first half, showing that robust retail formats operating in good
locations will thrive even in a tough consumer environment. 

And in France, we have outperformed the market at both a 
footfall and sales level.

In part, our strong performance is because we have picked the 
right locations, but we need to remain imaginative and dynamic 
in the management of our assets.…
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We work hard at building good relationships with both existing 
and prospective retailers. We recently launched our new 
customer strategy to retail tenants. We set out our commitments 
to improve our service and work with them to drive sales. 

We have a track record of signing major international brands into 
our centres – Scotland’s first Hollister and Apple stores and 
Europe’s first Forever 21 store in the Bullring.

Equally important, we have signed major tenants into the retail 
parks, such as  DSGi, Next Home, and Poundstretcher. 

The Poundstretcher letting was in a former Allied Carpets unit at 
Drakehouse retail park and it gets the park back to 100% 
occupancy. 

…
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Our UK retail park portfolio is a high quality portfolio in its own 
right, valued at nearly a billion pounds.

The quality of the portfolio is demonstrated by its high occupancy 
levels and rents are very affordable at an average of £17/ft2. 

13 of the 15 parks have full or partial open A1 consent, and we 
have a number of opportunities to extend and enhance the 
assets, so I’m enthusiastic about the future for this part of our 
business.

So looking at the net result of our actions…
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This slide shows how passing rents have moved over the last 
eighteen months.

Clearly, over a difficult period, we’ve more than compensated 
for terminations and expiries so that our like for like passing 
rents increased by more than six million pounds over that 
period.

In France…
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We have marginally increased rents in spite of having no real benefit 
from indexation over the 18 month period.

So in the UK and France, the Hammerson portfolio continues to 
show growth in like for like rents.  

Now looking at future income, in addition to what we can achieve
from our standing portfolio…
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This slide shows the income progression arising from deals 
signed at our recent developments. 

As you see here, as the rent free periods expire, the  cashflow
increases by £22 million from £38 million this year to £60 million 
by 2013. 
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That’s what has been happening in the existing portfolio, I just 
want to take a few minutes on our approach to progressing our 
valuable development pipeline…
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First let me set developments in context.

We have a substantial pipeline of opportunities and an unrivalled 
reputation for urban regeneration.

I’ve set out here our current financial targets with a minimum 
yield on cost of 7.25%.

We will bring schemes forward in a controlled manner, taking 
account of market conditions.

And we will remain flexible and pragmatic about schemes in 
order that we can meet the changing requirements of our 
customers.

Turning to the specific opportunities…
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You can see here we have a substantial pipeline across all 
areas of our business.

We have been advancing these opportunities without spending 
significant capital. 

In UK retail:

- We acquired Brookfield’s interest in the Cricklewood element 
of the Brent Cross project giving us greater control. 

- In Sheffield we have made significant changes to the design, 
simplifying the scheme to reduce costs.

- At Eastgate Quarters in Leeds – we’ve refined the design and 
will submit a revised planning application shortly. 
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In France, Terrasses du Port in Marseille has already attracted 
significant retail interest from high quality brands before 
construction has begun.

We have redesigned the project, improving the retail layout while 
reducing costs. 

Enabling works should start on site this month, with the main 
construction expected to begin early next year.
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At Faubourg, which is fully pre-let, we have secured luxury 
brands such as Burberry, Moschino and Blumarine.

And in doing so, we have created a prestigious retail block in 
one of Paris' most exclusive shopping destinations. 

The scheme shows a healthy development profit based on 
June valuation, which should increase further as the project 
completes.

Now looking at the London office opportunities…
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We have two of the biggest development sites in the city.

St Alphage and Bishops Place could in total accommodate over 
a million square feet of office space over four buildings.

And Bishops Place is one of the few sites in London which has 
planning consent and is effectively ready for a start on site. 

It is a viable project but we won’t start without a significant pre-let 
for the office element, and we will bring in partners for the 
residential element and the hotel. It is a large project which can 
be developed in stages because of its mixed-use nature. 
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The fundamental attractions of property are clear and I believe 
Hammerson is well placed to prosper in this environment.

Our retail assets are in the best locations and attract the best
retailers, ensuring that footfall and sales remain strong. Our centres 
and parks will outperform the market.

The outlook for both our existing assets and our developments in
London looks good.

Our reputation as a best-in-class manager is continuing to attract 
investment which brings both capital and income into our business.

And we have a development pipeline which will create significant
additional income over the coming years.

I am pleased with the progress which we have made, I am confident 
in our prospects and I believe we will deliver good returns to 
shareholders.
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