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A notable feature of the retail landscape in recent years has been 
the growing prominence of certain leisure occupiers, notably 
casual dining chains. As many traditional high-street retailers have 
closed, these have often stepped in to take up the vacant space. 
Meanwhile, many new and existing shopping centres are being 
designed to have a larger leisure component.  

This document explores the recent trends in eating out and 
determines whether they are sustainable in the years ahead.  

Key findings 
• Dining out held up well during the recession with casual 

dining chains proving to be the big winners 

• For a number of structural reasons, consumer demand 
for these chains is strong and they should continue to 
expand 

• This should be positive for occupier demand in shopping 
centres and on high streets, especially in regional cities 
and towns 

• This is also positive for the retail sector, especially in 
occupier markets, though values should be supported 
too 

• In the longer run, however, the poor financial outlook for 
the current younger generation may act as a brake on 
the sector's expansion. 
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The UK leisure sector: disparate groups of 
varying fortune 
The UK’s leisure sector contains a broad spread of quite disparate 
businesses making it difficult to make broad statements about its 
fortunes. Nonetheless, aggregate leisure spending has held steady 
over recent years, despite the often difficult economic backdrop. 
According to the Office for National Statistics’ (ONS) Family 
Spending Survey, spending on “recreational and cultural services” 
declined a touch between 2007 and 2013, from 3.8 per cent of all 
spending to 3.6 per cent. A number of clear trends are apparent in 
the sector. For instance: 
 

There was no stopping the rise of coffee shops: 

• A well-established trend, but currently there is little sign 
that the rise of the coffee chains is drawing to a close. 
All of the major chains are expanding and the market 
appears far from saturation point. 

Cinema groups still expanding but more cautiously: 

• Following a spell where the UK’s major operators were 
aggressively expanding, the cinema sector has turned 
more cautious. Recent years have seen attendances fall 
as the generally declining quality of product offering has 
struggled to compete with digital media. This has made 
cinema operators more reticent towards expansion. 

The health & fitness sector continues to grow: 

• The number of UK clubs and registered members 
continues to rise with much of the most recent growth 
attributable to the budget sector. Chains of low-cost, 
high-technology, self-service gyms are expanding 
rapidly and taking market share from the more 
established mid-market operators. 

Casual dining – dramatic success: 

• The leisure subsector that has fared best in recent years 
is dining out with the casual dining chains having 
prospered most. The remainder of this research note 
focuses on this part of the leisure landscape. 
 

Dining out resilient to recession 
In contrast to many other consumer-facing sectors, expenditures 
on dining out held up well during the recent recession. In fact, 
according to the ONS Family Spending Survey, spending in 
restaurants and cafes actually rose through this period both in 
terms of pounds spent and as a share of overall outlays. The latest 
survey suggests that households in 2013 spent an average of 
£15.90 per week in restaurants. This represents a share of total 
expenditures of 3.1 per cent and compares to a weekly spend of 
£12.70 and a 2.8 per cent share of expenditure in 2007.  
 

Winners and losers: casual dining chains boom as 
independents feel the squeeze 
The growth in the eating-out ‘pie’ has not been evenly shared, 
however. The clear winner in recent years has been branded 
casual dining, a sector which includes operators such as Gourmet 
Burger Kitchen, Strada, Carluccio’s and Giraffe among many 
others. According to research from the NPD Group, the annual 
number of visits to chains such as these rose by c47 million in the 
five years to March 2014 thanks to an annual growth rate of almost 
12 per cent. And, according to data from PWC, the branded casual 
sector saw increased turnover even during the worst period of the 
recession when overall eating out contracted (see Chart 1).  
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Chart 1: Branded casual dining vs total eating-out market 
growth 

Source: PwC UK Casual Dining Market, December 2013 

Much of this growth has come at the expense of independently-
operated full-service restaurants. NPD Group estimates that over 
the same five-year period, the number of visits to these fell by 
almost 12 per cent overall. Meanwhile, at opposite ends of the 
market, both fine dining and fast-food outlets are also faring well, 
even if their growth is not as strong as that of casual dining. 

 

Casual appeal  
Against a subdued economic backdrop, consumers seem 
especially attracted to the value offered by the casual dining 
brands. According to NPD Group, the average bill per visit to a 
casual dining chain comes in at £11.50. This compares to £5.04 at 
fast-food establishments and £15.70 for full-service restaurants. 
Relative affordability isn’t the only factor driving their growth, 
however. According to NPD, many consumers see the branded 
casual sector as offering the best of both worlds – the quality, 
comfort and ambience of full-service restaurants, and the speed, 
convenience and consistency of fast-food restaurants. Comfort, 
value and flexibility are also cited as reasons why these chains are 
especially attractive to families.  

The strong demand from UK consumers is being met by an 
expanding range of casual dining options. Growing awareness of 
international cuisines in an increasingly multicultural society is 
encouraging a proliferation of new dining concepts. Many of these 
are home grown, but the UK is also a very attractive market for 
international operators. Often these open first in London before 
expanding to the major regional cities.  

While still relatively clustered around the middle of the market, 
branded casual chains are also broadening the offering at both the 
lower and upper end of the scale, thereby widening the range of 
price points for casual dining. Inexpensive dining has expanded 
beyond the traditional chicken, burger and pizza joints. And at the 
upper end of the market, chains such as Loch Fyne and Brasserie 
Blanc offer consumers premium fayre in a relatively informal 
setting. Meanwhile, new chains and dining concepts are coming on 
stream at a staggering rate which is helping to keep consumer 
appetites whetted. 

 

Strong underlying drivers for growth of casual dining 
Given the difficult economic backdrop of recent years, it would 
appear that there are strong, non-cyclical drivers of the recent 
growth in casual dining. In fact, not only did the casual dining 
chains manage to grow during the recession, they also managed 
to shrug off rising prices in the sector. For instance, the 
‘restaurants & cafes’ component of the Consumer Price Index rose 
by over 25 per cent between 2007 and 2014. This is well ahead of 
growth in disposable incomes, although the extremely supportive 
interest-rate environment may well have helped soften this blow. 

A number of socio-demographic trends underpin the rise in eating 
out, including: 

• Rising female participation in the work force 

• An increase in the number of single-person households  

• Growth in the cash-rich but time-poor demographic 
classes (ABC1s). 

All of these reduce the time and inclination to cook at home and 
increase the incentive to eat out. This feeds into a rapidly changing 
culture in the UK in relation to food, notably: 

• The growing focus on healthy lifestyle including healthy 
eating 
 
and 

• The growth of “foodie” culture or what’s been labelled 
the “British Food Renaissance”. 

As a result, eating out has become embedded in UK culture in the 
past couple of decades. Greene King’s March 2015 Leisure Spend 
Tracker survey has eating out at a c40 per cent share of all leisure 
spending which demonstrates how important this activity now is for 
consumers. Once a rare treat for a special occasion, eating out is 
now a habit for many and the number of reasons for eating out has 
expanded (see Charts 2 and 3). 

 

 

Resilience compared to 
total eating out market 
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Chart 2: Eating out behaviour (1989-2011) 
 

Source: PWC/Mintel UK Casual Dining Market, December 2013 

Chart 3: Reasons for eating out (April 2012) 

       More casual reasons to eat out 

Source: PWC/Mintel UK Casual Dining Market, December 2013 

In the near term, eating out is likely to enjoy a cyclical boost from 
the improving economy and household finances. According to 
Greene King’s Leisure Spend Tracker, average household 
spending on eating out rose by seven per cent y-o-y in February of 
2015 with drinking out up by only two per cent in the same period. 

 

Branded chains: Low penetration suggests plenty of 
expansion room remains  

The big question is whether today’s branded chains can ramp up 
supply as needed. Despite their strong growth in recent years, 
branded casual dining operators still make up a relatively small 
part of the eating-out market. Data compiled by PWC, summarised 
in the next column give a feel for the composition of this market.  

 

 

 

 

 

 

 

 

 

According to its estimates, in 2011: 

• The total spent eating and drinking outside the home 
came to £70.1bn 

• When drinking without food is excluded, the total for 
eating out was £42.8bn 

• Of this, £9.5bn was spent in restaurants excluding fast-
food outlets 

• This included £4.9bn which was spent in independent 
restaurants 

• The remaining £4.6bn was spent in branded restaurants 
or c11 per cent of the total spend. Excluding pub 
restaurants, PWC comes to an estimate of £3.6bn for 
branded casual dining outlets or a little over eight per 
cent of total spend on eating out. 

 

This still relatively low share suggests there is plenty of scope for 
the branded chains to continue to grow their share of the eating-
out pie (see Chart 4). 

 

Chart 4: Branded casual dining: A c£4bn segment of the 
c£70bn UK eating out market 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

*other includes leisure, staff catering, healthcare, education and services 

Source: ONS, Horizons, PwC UK Casual Dining Market, December 2013 

 

 

 

 

 

 

 

High frequency 

Low frequency 

Excludes drinking out of 
the home without food 

Excluding fast food, hotels, wet-
led pubs and other catering* 

Excluding independent 
restaurants 

Excluding pub 
restaurants 
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Real-estate availability supports growth, especially outside of 
London 
Outside of London at least, the availability of real estate for these 
chains to expand into is unlikely to be a constraint on their growth. 
With the shift to online shopping driving a rationalisation at many 
traditional retailers, available space on most high streets remains 
plentiful and landlords have been willing to offer attractive deals on 
leases to fill such vacancies. 

As a result, new store openings account for a lot of the recent 
growth in the casual dining sector, especially outside of the capital. 
According to the Coffer Peach Business Tracker report, like-for-like 
sales in the restaurant and pub sector were rising by 4.1 per cent 
y-o-y in December 2014 in London and by 2.2 per cent nationally. 
Outside the M25, however, total sales were up by 11 per cent, 
reflecting the importance of new openings in regional centres.  

This suggests that, generally, the growth in casual dining chains 
may have the biggest impact in regional centres. Available supply 
is often greatest in such markets and consumer demand is likely to 
be strong also. In fact, for many aspirational brands the expansion 
path tends to see initial establishment in London with subsequent 
expansion to the major regional cities.  

Savills1 cites as recent examples of this trend openings by 
Hawksmoor and Busaba Eathai in Manchester as well as Burger & 
Lobster in Cardiff and Bath and Shake Shack in Cardiff. Savills 
further notes that historic market towns are also seeing an influx of 
aspirational brands such as Carluccio’s, Giggling Squid, Loungers 
and Bill’s. In fact, with competition for sites in Central London 
extremely keen, many such chains will have little choice but to 
expand in regional centres if they are to meet the growth 
expectations of their private-equity backers.   

For the lower-priced brands too, there should be lots of potential 
for expansion in regional markets. Again, supply is plentiful and 
there are signs that consumer demand is strong. For instance, a 
survey by CGA Peach BrandTrack last year found strong demand 
among the public for the branded chains generally, with just five 
per cent saying they didn’t want them to expand near them. Table 
1 in the adjacent column shows the brands which would get the 
biggest welcome and, interestingly, the most popular tend towards 
the value end of the sector.  

This suggests there is a lot of scope for these to expand into 
smaller, less-prime markets provided of course that they can 
guarantee adequate footfall given their lower average price. 
Wetherspoons, for instance, has opened in many smaller regional 
markets. Its annual report records openings in small towns such as 
Alloa (pop c19,000), Ilfracombe (pop c11,000) and Pwllheli (pop 
c4,000). The strength of demand for the lower-cost branded dining 
chains suggests others could follow their lead into smaller and 
less-prime locations. 

 

 

 

 

 

 

 

 

                                                
1 Savills Spotlight UK Commercial Leisure Q1 2015 

Table 1: Preferred low-cost brands for local roll out (per cent 
GB adults) 
 
Nando’s  8.4 per cent Toby Carvery 6.3 per cent 
Wetherspoons  7.6 per cent Bella Italia  3.8 per cent 
Harvester  7.0 per cent Pizza Hut  3.6 per cent 
TGI Friday’s  6.6 per cent Pizza 

Express  
3.5 per cent 

Wagamama 6.4 per cent Frankie & 
Benny’s 

3.4 per cent 

Source: CGA Peach BrandTrack, April 2014 

 

New shopping centres are emphasising food and leisure 

Of course, given the fragmented ownership, developments on 
most high streets tend to take place in a piecemeal fashion. In 
shopping centres, however, where the opportunity to design a new 
retail landscape is offered by new developments and 
refurbishments, retail landlords are responding to demand for 
leisure as part of an enhanced shopping experience.  

According to research by JPM2, in recent major shopping 
developments, landlords have devoted an unprecedented share of 
floor space to leisure uses – up to 25 per cent in some centres in 
the UK and continental Europe. Prominent examples in the UK 
include Land Securities’ Trinity Leeds scheme where 24 per cent 
of floor space is devoted to food and leisure and Quintain’s LDO 
scheme with 25 per cent. Much of this space is devoted to dining 
but other ‘family leisure’ uses are prominent too, notably cinema, 
kids’ play and health centres. 

                                                
2 JP Morgan Cazenove, Dining out on European Retail 12 March 2014 
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Table 2: Food and leisure components in recent UK 
shopping centre developments 
 
Company Scheme Details 
British Land Hereford, new 

scheme 
25% food and 
leisure 

British Land Whiteley – leisure 
extension 

Cinema and five 
restaurants = 25% 
floor area 

Capital and 
Regional 

Kingfisher, Redditch 
– leisure Hub 

Cinema, 
restaurants, gym 

Land Securities Buchanan Galleries, 
Glasgow 

15-20% leisure 

Land Securities Westgate, Oxford 20% food and 
leisure 

Hammerson Watermark, West 
Quay, Southampton 

First phase 100% 
leisure (18,500 
sqm) 

Hammerson Silverburn 
extension, Glasgow 

Cinema plus 14 
restaurants 

Intu Lakeside food court 
reposition and 
leisure extension 

225,000 sq ft 
leisure extension 
planned for 2015 

Intu Broadmarch and 
Victoria, Nottingham 
– refurbishment 

Significant food and 
leisure components 

Source: JPM UK Casual Dining Market, 12 March 2014 

 

Planning has become more accommodative 
The government has recently introduced new permitted 
development rights to change retail use (A1) into restaurant/cafe 
use (A3) or to ‘D2’ leisure uses such as cinemas, gyms, skating 
rinks and swimming baths. These measures aim to support the 
diversification and vitality of town centres and, especially when 
viewed alongside changes to make the switch from A1 to 
residential easier could generate more vibrant and lived-in town 
centres over the long run.  

 

Longer-term prospects less assured for leisure 
Despite the youthful image portrayed by many leisure operators, 
the reality is that eating out, and leisure in general, has in recent 
years become increasingly skewed towards older patrons. In large 
part, this is because the relative financial health of the younger 
generations has deteriorated.  

 

 

 

 

 

 

 

 

 

 

 

 

This can be shown in a number of ways: 

• The youngest have borne the brunt of the recession with 
higher unemployment and weaker income prospects 
than the older generations 

• As a result, the income gap between old and young has 
widened significantly 

• According to the Intergenerational Foundation3, the ratio 
of older workers’ pay to that of younger workers has 
increased by more than 50 per cent since 1997  

• Older generations have, of course, been the major 
beneficiaries of rising asset prices, notably houses  

• Younger generations typically rent and are seeing an 
increased proportion of their income eaten up by 
necessities such as household expenses 

• According to the Intergenerational Foundation, all 
categories of spending by young people have declined 
except for housing, fuel and power. 

 

Table 3: The growing intergenerational pay gap 
 
Median gross weekly pay by age group, changes between 
1997 and 2013 (real terms) 

Age group  1997     2013 Change (£) Change (%) 

18-21 £211.24 £171.00 -£40.24 -19.05 

22-29 £359.11 £366.50 £7.39 2.06 

30-39 £435.16 £483.00 £47.84 10.99 

40-49 £435.16 £478.30 £43.14 9.91 

50-59 (50+ until 2003) £356.86 £444.40 £87.54 24.53 

Source: Squeezed Youth, Intergenerational Foundation, February 2014 

 

Chart 5: Rising rents and falling wages have created 
‘generation rent’ 

Change in annual expenditure per year for each household member within 
households where the household representative person (HRP) is under 30 
between 2007 and 2012 (2012 prices) 

Source: Squeezed Youth, Intergenerational Foundation, February 2014 

 

                                                
3 Intergenerational Foundation, Squeezed Youth February 2014 
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In fact, the Intergenerational Foundation fears that current 20-
somethings have had such a setback to their earnings with the 
recession that the established pattern of people enjoying the 
highest wages of their lives in their 30s may well be broken for the 
current UK generation4. And this is before factoring in that this 
generation will also bear the burden of servicing the massive 
increase in debt that has taken place since the global financial 
crisis. Though likely to play out over an extended period, these 
variables nonetheless threaten the secular trend towards more 
leisure spending seen in recent decades.  

 

The rise of leisure: a reason to be positive on retail 
Despite this caveat for the longer term, the immediate future is 
likely to see further expansion by leisure operators, in particular 
the branded casual dining chains. This in turn should support retail 
real estate by keeping a lid on vacancy and supporting rents. Data 
on rents paid by leisure operators on high streets or in shopping 
centres are difficult to come by but data from Trevor Wood5 show 
that rents on leisure parks tend to fall in a very similar range to 
rents paid on comparable retail parks. This suggests that, as a 
very competitive and cost-conscious sector, leisure operators are 
unlikely to aggressively push rents higher in most locations. 

Nonetheless, increased leisure usage should have some further 
benefits. It can help retail locations to maintain their purpose in the 
face of growth in online shopping by creating more attractive 
shopping destinations. It can increase footfall and dwell times and, 
JPM6 estimates that, this effect can be sufficient to generate a 
significant boost for neighbouring retail units. It cites as examples 
increased leisure space at Hammerson’s WestQuay in 
Southampton and at British Land’s Glasgow Fort. Both are 
destination retail centres but the same principle applies to town 
centres. 

 

The investment market 
Of course, the ability of increased leisure usage to lower vacancy, 
protect rental values and create more attractive destinations are all 
positive for values in the retail and leisure sectors. Meanwhile, the 
maturing of the leisure sector overall, notably the growing number 
of established brands and operators, is helping to bring the sector 
onto the radar of a growing number of investors.  

According to Savills7, transaction activity in the broad leisure 
sector has been very strong in the past couple of years with 
demand led by UK institutions. For the time being, overseas 
investors are relatively inactive in the sector, especially outside of 
London.  

 

 

 

 

 

 

 

 

                                                
4 Source: Intergenerational Foundation, Squeezed Youth, February 2014 
5 Trevor Wood, The Definitive Guide to Retail & Leisure Parks 2014 
6 JP Morgan Cazenove, Dining out on European Retail 12 March 2014 
7 Savills Spotlight UK Commercial Leisure Q1 2015 

Conclusion 
Casual dining chains to continue to expand: 

• Dining out in general and casual dining chains in 
particular, look set for further growth over the medium 
term: Strong consumer demand is being met by a 
growing range of dining options and availability of 
suitable sites remains plentiful in most markets outside 
of London. 

 

A reason to be positive on high street and shopping centre 
occupier markets 

• In conjunction with trends such as the growth of multi-
channel retailing and growing demand for services, the 
growth of casual dining should support demand for 
commercial floor space for a large number of high 
streets and shopping centres 

• This is especially so in regional markets where 
availability of space is often greatest and options for 
dining out can be significantly less developed than in the 
trend-setting capital 

• Though general retail conditions are improving, the 
ongoing growth of internet sales will continue to cause 
dislocation in retail occupier markets for a considerable 
period yet 

• From an asset-management perspective, potential for 
conversion of retail units to leisure uses should also be 
borne in mind. 

 

Supportive of values for assets that can benefit from the 
growth of dining out 

• Retail assets should be appraised with this potential in 
mind while the increased risk of obsolescence for assets 
that do not fit the bill should also be factored in 

• Opportunities where the potential for increased leisure 
use is not currently factored into pricing should be 
sought when making stock-selection decisions. 
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Important information 
Unless stated otherwise, any sources and opinions expressed are those of Aviva Investors Global Services Limited (Aviva Investors) as at 13 July 2015. They should not be 
viewed as indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature. Past performance is not a guide to the future. The 
value of an investment and any income from it may go down as well as up and the investor may not get back the original amount invested. Some of the information within this 
document is based upon Aviva Investors estimates. It is not to be relied on by anyone else for the purpose of making investment decisions. This document should not be taken 
as a recommendation or offer by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful to make such an offer or solicitation. 

Important notice: DIFC 
This document is intended for distribution only to persons of a type specified in the DFSA’s rules “professional clients” and must not, therefore, be delivered to, or relied on by, 
any other type of person. This document is for the exclusive use of the persons to whom it is addressed and in connection with the subject matter contained therein. This 
communication is distributed in the DIFC by Aviva Investors Global Services Limited Regulated by the Dubai Financial Services Authority as a representative office with its 
address at Office 108, Al Fattan Currency House, DIFC, Dubai, UAE, and entered on the DFSA register under firm reference number F001481. The Dubai Financial Services 
Authority has no responsibility for reviewing or verifying this presentation The Dubai Financial Services Authority has not approved this presentation nor taken steps to verify the 
information set out in it, and has no responsibility for it. Contact us at Aviva Investors Global Services Limited, No. 1 Poultry, London EC2R 8EJ. Telephone calls may be 
recorded for training and monitoring purposes. 

Aviva Investors Global Services Limited, registered in England No. 1151805. Registered Office: No. 1 Poultry, London EC2R 8EJ. Authorised and regulated by the Financial 
Conduct Authority and a member of the Investment Management Association. Contact us at Aviva Investors Global Services Limited, No. 1 Poultry, London EC2R 8EJ. 
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