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Better news for drink-led pubs
and bars as closures slow
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As of March 2019, Britain had 117,909 pubs, bars, restaurants
and other licensed premises—2.3% fewer than a year ago,
and 4.3% fewer than five years ago. That equates to 2,753
net closures in 12 months—around 53 a week. It is a seventh
successive quarter of year on year decline, though the pace
has slowed a little from the 3.1% of the previous edition of
the Market Growth Monitor.

Restaurant closures accelerating
[
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Britain had 768 fewer restaurants at March 2019 than it did 12
months earlier. It is important to remember that the long-term
story here is one of significant growth—Britain’s number of
restaurants has risen by more than 1,300 since March 2014—but
things are firmly in reverse now. This is the fifth successive
quarter of decline for the sector, and the pace of closures on a
rolling 12-month measure has accelerated—from two a week at
March 2018 to 15 a week now. There is more analysis of the
group restaurant sector elsewhere in this edition of the Market
Growth Monitor.

Mounting difficulties on

§ the high street
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In just about every issue of the Market Growth Monitor to
date, high streets have outperformed suburban areas for new
openings—often substantially so. But this is another narrative
turning on its head in the complicated market of 2019. In the
year to March 2019, British high streets lost 2.4% of their
licensed premises—an average of 19 closures a week. This
rate outpaced closures in suburban areas (2.3%) and rural
areas (21%)—and the trend has potentially major implications
for town and city centres.

INSIDE:

Harder times for restaurants
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Three years ago, the Market Growth Monitor reported that
Britain’s number of pubs and bars was tumbling at an average of
28 a week. Now, though, the rate has nearly halved, to an
average of 15.

The trend is even starker on the drinks-led side of the pub and
bar sector, where net closures have eased from 31 a week three
years ago, to 13 a week in the 12 months to March 2019. In sharp
contrast, food-led pubs were in growth just three years ago, but
their numbers are falling now. Against this backdrop, it shows the
vital importance to pulbs and bars of striking the right balance
between food and drink.
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London 3,311 +21 +303 +0.6% +101%
409 -6 +66 -1.4% +19.2%

Big city centres have been magnets for restaurant, pub and bar
openings in recent years, but saturation point has been reached in
some of them. As this table of selected city centres shows, Glasgow,
Liverpool, Newcastle and York have all seen a fall in their number of
licensed premises in the last year, after years of steady growth. Even
LLondon, where premises have increased by 101% in the last five
years, has struggled to keep numbers flat in the last 12 months.

Premium and all-day bars in growth + A tale of two towns




Focus: Group restaurants

We make no apologies for returning to the segment of group
restaurants—managed sites from operators with more than
one location—in this issue of the Market Growth Monitor. We
reported last time that this sector had seen numbers trimmed
by 0.1% in the 12 months to December, the first fall since the
start of the decade—and the pace of closures has accelerated
in the first quarter of 2019.

As of the end of March, Britain had a total of 5,785 group
restaurants—1.1% fewer than at March 2018, and

equivalent to nearly six net closures a month. It is worth
reiterating that in the longer term, group restaurants have seen
huge growth: their numbers have increased by more than a
quarter in the last five years, or by an average of nearly five a
week. But it is becoming clear that those boom years are over.

Drilling deeper into CGA’s data, we see that the rate of closures
is not uniform around Britain. The number of group restaurants
has fallen in the areas where their density is highest: by 2.8%

in South England and by 1.3% in London. The rates of decline

in North England (0.4%) and the Central / Wales region (0.5%)
are markedly slower—probably because saturation in towns
and cities here has not been quite so apparent. Scotland,
meanwhile, has actually added to its number of group
restaurants in the last 12 months.

It is little surprise to find that high streets are bearing the
brunt of closures. Group restaurants here fell by 2.4% in the
12 months to March 2019, in sharp contrast to net openings of
1.8% in suburban areas. And the Italian sector has been a
notable casualty: its group restaurant numbers have tumbled
by 84 in the last 12 months, following moves by several firms
to close swathes of under-performing sites.

-2.8% V -0.4%

DECLINE IN GROUP RESTAURANTS IN

SOUTH ENGLAND V NORTH ENGLAND
IN THE YEAR TO MAR 2019

Of course, all this has positive as well as negative aspects.
As restaurants close, capacity eases and there is more room
for surviving operators to breathe. And when restaurants
shut, they are often taken on by ambitious smaller brands in
particular—and often on better terms. But these

latest figures are a reminder that the group restaurant sector
is a survival of the fittest, and that brands need to have a
better quality offer and a closer understanding of their
consumers than ever before.

Group restaurants: total numbers
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Group restaurants: trends by area
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New openings: Smaller brands increasing share

Data from CGA’s Outlet Index reveals an interesting contrast
in the fortunes of group restaurants—between newer brands
on the front foot and some more established names hunkering
down to focus on their estates and like for like growth.

As the data here shows, bigger restaurant groups—those with
more than 100 sites—now account for 43% of units—a drop of
six percentage points from four years ago. Small (fewer than

Share in 2014 Share in 2018 Percentage
point movement
5 sites) 34% 37% +3
ed
0 99 site 17% 21% +4
00+ site 49% 43% 6

25 sites) and medium (26 to 99 sites) groups have meanwhile
both increased their slices of the market. This highlights the
appeal of dynamic new entrants into the market, and the
growing dangers for bigger operators that may have

become complacent or outdated in consumers’ eyes.

We will have more analysis of this trend in the next edition of
the Market Growth Monitor.
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Focus: Premium and all-day bars

The slowdown in the closures of pubs and bars, especially
drink-led ones, is a significant and welcome trend (see page
1. It signals that the long-term clearout of unsustainable pubs
and bars after years of oversupply may, finally, be reaching an
end now. But as CGA data shows, the change also reflects the
recent success of pubs and bars that have a premium-leaning
offer and that can flex their offer to suit different dayparts.

The paid roll-out of managed groups like The Alchemist, Arc
Inspirations and New World Trading Company with brands in-
cluding Manahatta and The Botanist, plus the arrival of smaller
but ambitious brands like London Cocktail Club, are part of this
movement. They have tapped into the premiumisation trend
that CGA has charted for several years now, serving consum-
ers with a carefully curated range of upmarket and distinctive
drinks—especially cocktails. Venues like these have higher than
average price points, but if the offer is right consumers will pay
the premium.

A tale of two towns

Many of these top brands also share an ability to morph their
offer to suit different times of day. The experiential aspect—
recognising that a visit is as much about the environment
and theatre as about the drinks—is another important
success factor.

A sub-section of the drink-led market that is performing
particularly well at the moment is CGA’s ‘wine bar / café’
segment, which includes many premium bar groups and
independents and fast-growing all-day operators like Loungers.
Site numbers in this segment fell for six successive quarters

in 2017 and 2018, but increased in the year to March 2019 by
0.3%—and managed groups grew by 4.1% over the same period.

Beneath the headline stories of the Market Growth Monitor lie
many complex and varied pictures: of some towns and city
centres with thriving restaurant, pub and bar scenes, and of
others that are fading fast. Understanding these wide variations
in fortunes—which often occur within a few miles of each other,
or even a few postcodes—is crucial if operators are to succeed
with their new openings strategies.

Two towns very well known to CGA, Stockport and
Northampton, illustrate the point. At March 2019, Stockport
had a total of 409 licensed premises—ten more than 12 months
earlier. Northampton has more premises at 477—but that
number has fallen by 12 in a year.

What makes one town centre flourish and another struggle?
There are financial considerations like rents and rates, and
levels of local investment make a big difference. Clearly
identifying consumer types—something CGA’'s segmentation
tools can help with—is crucial. The domino effect is at play
too: if a few good new bars and restaurants open, as in
Stockport, or a few struggling ones close, as in Northampton,
others often follow.

Northampton’s figures are part of a wider malaise that

makes it symbolic of Britain’s high street crisis. Several major
department stores have closed in the town in recent years, and
a third of the units on the main thoroughfare, Abington Street,
are now vacant. Competition from online retailers and the
nearby Rushden Lakes shopping and leisure park have sucked
footfall away. In Stockport by contrast, hospitality operators
have updated people’s perceptions of what is on offer in the
town, and a just-opened food and drink hall is likely to
continue the rejuvenation.

Identifying the next ‘Stockport’ or ‘Northampton’ is, of
course, the big challenge for every expanding business—and
that requires a proper grasp of hyper-local factors and
consumer types.
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The GB out-of-home market over the last five years

3 year quarter on quarter trend % chg.

Changing shape of the GB out-of-home market

Total site numbers by type of business, with one and five year changes
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The 10 numbers you need to know...
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About the AlixPartners CGA Market Growth Monitor

This quarterly Monitor provides a snapshot of pub, bar and restaurant
supply in Great Britain. All the data is drawn from CGA’s Outlet Index, a
comprehensive, continually updated database of all licensed premises.
For more information about the Monitor, data or more granular analyses
of locations or types of businesses, contact:

CGA client director Chris Jeffrey, chris.jeffrey@cga.co.uk
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The Market Growth Monitor is delivered in partnership with AlixPartners,
the leading global financial advisory firm. Contact:

L]
Managing Director Graeme Smith, gsmith@alixpartners.com AIIXPartnerS
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