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Introduction from Mark Edwards

Welcome to the 2026 edition 
of our annual Restaurants and 
Bars report – our summary 
of the trends emerging in 
the sector and insights into 
consumer behaviour and 
intentions.
2026 started with some level of cautious 
optimism, with frustration remaining 
at a lack of specific sector support 
for the challenges faced, but a hope 
for reduced interest rates and falling 
inflation. In reality, there remains a lack 
of meaningful Government support for 
such an important sector of the economy, 
with conflict in Iran leading to increased 
oil and gas prices and risks to inflation 
and interest rate reductions. On top of 
this, tube strikes are planned for central 
London and growth estimates are at 
best flat.

Our sector is never kept down for long 
however, and I am always impressed by 
the energy and enthusiasm of operators 
to refocus their efforts on their offering, 
their value proposition and offering 
the best experience for customers that 
they can. We are certainly seeing some 
concerning headlines about challenged 
businesses with Brewdog being a national 
story for weeks, but there are also success 
stories and even some opportunities.

Our report highlights some of the brands 
to watch and looks at what maximises 
value from a brand in terms of an 
investment cycle, the view of consumers 
and their spend intentions and what we 
might learn from this, as well as a deep 
dive into the experiential leisure space.

We are delighted to share our thoughts 
and expertise with you as you navigate 
the challenges of the market. I hope 
you find our report interesting and 
informative, and we would be delighted 
to discuss any of the issues highlighted 
with you so please do get in touch.

I continue to wish you every success for 
2026 and beyond.

Mark Edwards

Partner 
Head of Leisure & Hospitality
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2026 Boardroom agenda
Navigating the evolving market

Brand strength remains a defining factor 
in operator success and investor interest, 
particularly as the hospitality deals 
market continues to polarise between 
best in class assets and those struggling 
to demonstrate long term consumer 
relevance. The notion that brands shelf life 
may be diminishing is increasingly evident 
in transaction activity where valuation 
outcomes were heavily influenced by 
timing relative to peak consumer appeal.

Consumer behaviour in 2026 reflects 
a nuanced mix of optimism, caution 
and intentionality. BDO’s consumer 
study shows improved sentiment 
across eating out categories, driven 
by a renewed appetite for social 
occasions but moderated by financial 
pragmatism. Health driven behavioural 
shifts – particularly among users of 
GLP 1 medications – are influencing 
expectations around portion sizes, 
nutritional content and overall spend, 
with many consumers prioritising balance 
and mindful indulgence rather than 
reducing visit frequency outright. 

Brand Strength, Value Proposition & the Investment Cycle Consumer Behaviour, Value Perception & Channel Shifts01 03
Alongside in venue behaviour, digital 
channels continue to reshape consumer 
discovery pathways. Delivery platforms 
have evolved into powerful engines of 
trial, with nearly a third of consumers 
ordering from restaurants they have not 
previously visited, prompting operators 
to refine delivery exclusive menus, 
optimise listings and integrate loyalty 
mechanisms to capture incremental 
value. Simultaneously, at home brand 
extensions – from chilled and frozen 
ranges to premium meal deals – allow 
operators to maintain relevance with 
consumers who are managing spending 
but still seeking restaurant quality 
experiences. 

To reinforce brand equity in this 
environment, operators are sharpening 
the fundamentals of their value 
proposition. Many are simplifying 
menus, embracing operational efficiency 
and adopting elements of QSR style 
service models to optimise margins in 
an inflationary cost base. At the same 
time, digital loyalty ecosystems are 
becoming more sophisticated, with 
consumers demonstrating a willingness 
to join multiple programmes provided the 
benefits are genuinely meaningful and 
curated. This reinforces the importance 
of personalised engagement at a time 
when spend optimism is closely tied to 
household financial confidence. 

Experiential Leisure 
& Evolving Consumer 
Expectations02

Experiential leisure has shifted from 
a niche differentiator to a structural 
driver of growth across the UK dining 
landscape. Operators are increasingly 
developing the experience beyond 
dining to entice customers and raise 
average spend as visit numbers come 
under pressure.

The commercial opportunity is clear: 
experiential concepts often command 
premium pricing and support higher 
spend per head, making long term 
repeatability a critical success factor. 
Linking back to brand shelf life 
however, ensuring any concept stays 
relevant with an increasingly fickle 
customer base is a challenge.
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2026 Boardroom agenda

Growth potential within the UK 
remains uneven but significant, 
particularly in underpenetrated 
cuisine categories and differentiated 
regional or concept led formats. 
Market analysis highlights substantial 
white space for operators capable of 
delivering distinctive propositions 
with scalable unit economics. 
Investor appetite remains for high 
growth brands, with transaction 
momentum favouring businesses 
that demonstrate both operational 
discipline and compelling 
brand narratives. 

Most businesses are now aware that they 
need to be thinking about when AI will 
be critical to their operations rather than 
if. While there is plenty of scepticism 
about the return on investment, there 
is no doubt that there is lots that can be 
done to prepare. Identifying “low hanging 
fruit” and pain points, creating a formal 
structure to support AI adoption, freeing 
up capacity for team members to add 
value rather than process information 
and driving better decisions should be a 
key part of boardroom discussions. Our 
sector benefits from employing a lot of 
younger people for whom AI is second 
nature and so we have no excuses for not 
being at the forefront of adoption and 
making the most of the opportunity it 
presents.

Developing your AI 
imperatives04 05

Navigating the evolving market

Internationalisation is becoming 
increasingly important in setting 
valuation ceilings, as investors place 
greater emphasis on brands that can 
extend beyond UK site saturation. 
Dishoom’s successful New York pop 
up and forthcoming US opening, 
alongside Hawksmoor’s expansion 
into major international cities, 
exemplify how overseas proof points 
elevate brand desirability. Operators 
like Flat Iron and Pizza Pilgrims 
are similarly exploring or pursuing 
international rollouts, supported 
by strategic investment partners 
with global ambitions. In each case, 
the ability to scale internationally 
is rapidly becoming a hallmark of 
category leading brands.

Growth Pathways: Domestic White Space 
& Internationalisation
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You can hardly blame Britons 
for thinking twice about 
going out to celebrate this 
year. The outlook is bleak, 
with the British Chambers 
of Commerce forecasting 
slow growth, higher inflation 
and rising unemployment 
in its March 2026 economic 
forecast.1 
Despite this, there are some encouraging 
titbits for the UK restaurants and bars 
from BDO’s latest seasonal consumer 
study. It shows a 5.4-point uplift in 
eating-out sentiment, led by younger 
demographics, and a 5.2-point increase 
in keenness to go out drinking, albeit 
that spend intention here is still 
overall negative. 

Elsewhere, a survey of 400 restaurant 
owners in February 2026 found that more 
than 70% were expecting to see business 
growth this year. However, 30% said 
economic conditions could be the biggest 
factor to watch out for this year, with 
18% citing increasing costs and inflation 
as a major potential challenge.2 

These are very real worries. In its first 
quarterly economic outlook of the year, 
the CEBR warned that UK economic 
growth, which lagged the historical trend 
rate at just 1.3% in 2025, is likely to slow 
further this year owing to “domestic 
policy pressures and the emerging 
conflict in Iran.”

Also, it said, “The economy’s weak 
momentum has manifested in 
a loosening labour market. The 
unemployment rate climbed to 5.2% in 
Q4 2025, with further increases projected 
for this year.”3

Overall, the UK continues to struggle with 
low-to-no economic growth along with a 
persistently uncomfortable cost of living. 
Inflation dropped to 3% in January, a 
welcome and expected fall from the 3.4% 
rate seen in December 2025 but still 
above the Bank of England’s 2% target. 

Economists surveyed by the Treasury 
predict the annual inflation rate will fall 
throughout 2026, potentially hitting 
2.2% by the fourth quarter of the 
year.4 But such forecasts could easily 
be thwarted with an Iran conflict that 
had seen oil prices mid-March already 
closing in on levels not seen since Russia’s 
invasion of Ukraine.5 

Increasing fuel prices will hit business 
costs are expected to put the dampers on 
potential interest rate cuts.6

Reality bites

And even if the Bank of England finds room 
to move forward with rate reductions, 
it is hard to see lower borrowing costs 
overcoming the impact on companies of 
rising National Insurance Contribution 
levels and other types of expenditure. 

UK alcohol duty, for instance, is now one 
of the highest in Europe, with 14p being 
added to a bottle of red wine in the latest 
Budget.7

And in November 2025, the industry 
body UKHospitality said: “Eye-watering 
increases to rateable values will see 
an average pub pay £12,900 more in 
business rates over three years, as rates 
climb 76%.”8

Such headwinds represent a dual threat 
to restaurants and bars in 2026. On 
one hand, they will make it harder for 
restaurant and bar operators to turn a 
profit in what is already a low-margin 
industry. And financial woes will likely 
affect people’s appetite for meals 
and drinks out. It is not all doom and 
gloom, however. 

Fewer nights out could translate into 
demand for more special and meaningful 
meal and drinks experiences, as suggested 
by growing interest in experiential dining. 
And a troubled economy could mean more 
potential recruits and lower competition 
as players drop out of the picture. 

The UK lost 38 pubs when Brewdog 
collapsed in March,9 which is hardly 
something to celebrate but may at least 
leave space – and staff – for other players. 
More widely, of course, the market is ripe 
for takeovers and asset swaps – assuming 
there are buyers out there brave enough 
to invest in the current climate. 

With investment decisions subject to 
massive levels of uncertainty, operators 
will not only be looking at growth 
potential but also at ways to reduce costs. 

Here, artificial intelligence is increasingly 
being touted as a potential solution, 
although it is still hard to see how 
chatbots and the like can be applied 
to the sector in a meaningful way – 
especially when special skills are needed 
to operate the technology reliably.  

1	 https://www.britishchambers.org.uk/news/2026/03/bcc-economic-forecast-global-turmoil-to-hit-growth-and-push-up-inflation/
2	 https://assets.ctfassets.net/tgv5pu8pgmos/7Hle4xp7rAbsJIT1ZSZQ4V/78ba0b1a89cbcd10b05fee8bb2816870/UK_Restaurant_Predictions_2026.pdf
3	 https://cebr.com/uk-economic-outlook/
4	 https://www.ons.gov.uk/economy/inflationandpriceindices#:~:text=CPIH%20ANNUAL%20RATE%2000:%20ALL,12%20months%20to%20December%202025
5	 https://tradingeconomics.com/commodity/brent-crude-oil
6	 https://www.thisismoney.co.uk/money/markets/article-15657185/Bank-England-hold-rates-Trumpflation-pushes-annual-mortgage-costs-800-higher.html
7	 https://www.thedrinksbusiness.com/2026/02/uk-to-pay-highest-wine-tax-in-europe/
8	 https://www.ukhospitality.org.uk/hospitality-business-rates-reform-unravelling-with-urgent-action-needed/
9	 https://www.bbc.com/news/articles/cn4ggqgyk51o

Instead, operators will need human 
smarts, not machine intelligence, to 
recognise areas for financial growth and 
cost reduction. From a mergers and 
acquisitions perspective, it seems there 
will be few takers for poorly positioned 
sites and companies, but premium 
opportunities could still garner interest. 

The beauty of the of the hospitality 
market is that people need to eat no 
matter how bad things get… and some 
people need a drink when things get 
worse. For restaurant and bar operators, 
the key will be to make ends meet while 
continuing to meet this demand.
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Axe throwing and beer pong 
are joining menu staples 
such as chips and wine as 
restaurants and bars rush 
to provide experiential 
dining offerings. 
Benito’s and Slice by Dice owner Elangeni 
Hospitality Group is one of the latest 
companies to jump on the trend for giving 
customers more than just food and drink, 
with a 120-capacity venue opening during 
Spring 2026 in London’s Market Place 
Food Hall Leicester Square.

Elangeni’s Rocket Room outlet has been 
described as “a new premium competitive 
socialising concept” and is expected to 
offer shuffleboard and darts alongside 
beer pong, axe hurling and more 
traditional fare including cocktails and 
other premium drinks. 

The London venue is the first of 15 
Rocket Rooms planned for the next two 
years, with Elangeni hoping to expand 
the concept to 50 UK and international 
markets within half a decade. 

And it is not just Elangeni that is hoping 
to see revenues rocket as a result of 
experiential dining – the trend can be seen 
everywhere from the weekly quiz at your 
local pub to the barbecue masterclasses, 
aromatherapy candle workshops and book 
author talks delivered at Fitzrovia and 
Bloomsbury grill chain Honey & Co.

Such combos are nothing new, of course. 
Bar and restaurant operators have long 
recognised the value of offering more 
than good food and drink. And today, 
categories such as sports bars and 
teppanyaki restaurants are just as much 
about the experience as the sustenance.

But thrillseeking Millennials and 
Generation Z diners are taking the fashion 
to new heights. OpenTable’s 2026 
Restaurant Dining Trends Report says 
there was a 19% year-on-year increase in 
experiential dining in 2025, and 31% of 
Britons were keen to see more offerings of 
this kind in 2026. 

The research also showed 41% of diners 
were somewhat or much more likely to 
visit a restaurant if it was hosting a pop-
up, collaboration or special experience 
in 2026.10 

Dining goes experiential

According to private chef service 
Harper Fine Dining, “In the age of social 
media, people are constantly focused 
on capturing moments. Dishes that 
are beautifully plated, experiences that 
are unexpected and venues that are 
photogenic help feed the demand for 
content and storytelling.”11

And it’s not just consumer demand that 
makes experiential dining an interesting 
option for restaurant and bar operators. 
As well as providing an important way 
to stand out from other venues, offering 
a special experience can help justify 
premium pricing. 

The Tuna Fight Club full tuna carve-
up events hosted by London fish shop 
Supermarket of Dreams in collaboration 
with Robin’s Ramen, described by one 
diner as “one of the most insane things 
I’ve ever seen in my life,” carry a price tag 
of £250 per person.12

Superstaf chef Heston Blumenthal, 
meanwhile, charges £350 for “the 
ultimate exploration of Heston’s 
wonderland of culinary fun and finesse” 
at The Fatted Duck,13 and at Elangeni’s 
Rocket Rooms hourly prices for activities 
will range from £30 for shuffleboard to 
£80 for axe throwing.  

10	 https://www.opentable.co.uk/restaurant-solutions/2026-diner-trends/
11	 https://harperfinedining.co.uk/the-rise-of-experiential-dining/
12	 https://www.express.co.uk/life-style/food/2047682/man-can-t-believe-what-happened-inside-uk-s-craziest-dining-experience
13	 https://thefatduck.co.uk/experiences

That said, multisensorial experiences can 
also pose unique challenges for aspiring 
experiential dining venue operators. 
Clearly, some types of experience will 
require special locations or technology 
infrastructure, for instance to create 
virtual environments or deliver visual and 
auditory effects. 

Props such as open fires or sharp blades 
could create risks for diners that would 
need to be mitigated, particularly where 
the activities – as one would expect – are 
combined with alcohol consumption. At a 
more basic level, food hygiene precautions 
may need to be tightened when 
preparation is part of a performance.

Staffing, already a problem for many 
hospitality companies, is even more of a 
consideration if activities require people 
with specific skills. 

If you want to emulate West End Musical 
Brunch or the Soul Supper Immersive 
Dining Experience, you will need singers as 
well as waiting staff, while Dans Le Noir’s 
dinner-in-darkness concept may save 
on electricity bills but requires a team of 
visually impaired hosts. 

Last but not least, it is far from clear 
which dining-and-doing combinations can 
deliver lasting impact and repeat business. 

The premium pricing of many types of 
experiential dining is both an opportunity 
and a challenge, heightening the 
likelihood of a venue only attracting 
customers for special occasions and 
exposing operators to a loss of revenues 
if discretional spending is affected by 
a downturn.

In this respect, Elangeni’s decision to host 
multiple activities with different price 
points at each of its Rocket Rooms would 
seem like a good idea. The chances are 
many other restaurant and bar groups 
will be hoping to learn from Rocket 
Room’s experience.  
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The consumer context
BDO conducts a seasonal survey of 1,000 nationally representative UK 
consumers three times a year to track spending habits across 20 different 
retail and leisure categories

Eating out Drinking out

Eating-out sentiment has recovered meaningfully over the past year, up 5.4ppts now to 2.0%, but the picture varies by demographic. 
Spend intentions among 18-34-year-olds remain the primary engine of demand, while the recovery among 35-44s – returning for 
family and social occasions as household confidence improves – is one of the more encouraging signals in this wave of data. Operators 
with propositions that appeal to younger frequent diners while also meeting the needs of the returning 35-44 cohort, are among the 
better-placed beneficiaries of the recovery.

Eating out: Year-on-year net spend intention Eating out: Spend intention by age Drinking out: Spend intention by ageDrinking out: Year-on-year net spend intention

Drinking-out sentiment remains in negative territory at -1.6%, but the direction of travel is encouraging – up 5.2ppts year-on-year and 
improving across most age groups. While 18-34s continue to drive activity, the most notable shift is among 35-44-year-olds, whose 
spend intentions have turned positive for the first time since summer 2023. Consumers are approaching drinking out with greater 
intentionality, gravitating toward quality-led, experiential occasions. Venues that have invested in their drinks offering and overall 
experience are well positioned to benefit as this cohort re-engages. 
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2.0
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Spring 2025 Spring 2025Spring 2026
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+5.2
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Smarter, curated loyalty 
programme wins

Operators are investing more heavily in 
app-based loyalty programmes to drive 
retention, and concerns around loyalty 
fatigue appear overstated. Our data 
shows that consumers already engaged 
with multiple schemes are more willing, 
not less, to sign up for additional ones, 
suggesting engagement compounds over 
time. The real barrier to loyalty success 
isn’t demand – it’s programme quality. 
Operators that invest in relevant and 
personalised benefits will see returns. 

Consumers with positive household 
income expectations also show 
materially higher sign-up intent, pointing 
to a strong acquisition window over the 
next 12-18 months as consumer finances 
recover. Well-executed, credible, app-
based loyalty programmes are primed to 
capture that upside. 

GLP-1 medications may reshape 
dining expectations

The potential impact of GLP-1 
medications on eating-out frequency 
and hospitality demand has become 
a growing industry question. Our data 
suggests users are more likely to dine out 
than the general population. The more 
meaningful shift is in how they engage: 
a stronger preference for lighter, more 
nutritious meals and greater attention to 
portion flexibility. 

For operators, this is less a volume 
challenge and more a menu design 
opportunity. Health is becoming an 
increasingly decisive filter in venue and 
dish selection, with GLP-1 adoption 
accelerating the trend. Consumers are 
becoming more intentional - prioritising 
quality, balance, and nutritional 
transparency. Operators that embed 
these considerations into their menu 
architecture are best placed to retain and 
attract this growing, quality-oriented 
segment. 

The consumer context
Trends shaping the sector

Likeliness to sign up to a restaurant/bar loyalty programme Frequency of eating/drinking out of weight loss/diabetes medication users vs all

Health attitude when eating out of weight loss/diabetes medication users

Reasons for signing up to a restaurant/bar loyalty programme

1-3

Discounts and savings

Free meal, drinks,  
add-on rewards

Exclusive or special 
occasion offers

Tailored offers based on 
past orders

Availability across both 
dine-in and delivery

Discounts and savings

4-6 7+ Positive 
expectation

Negative 
expectation

Number of loyalty apps/programmes across 
categories used in the last 12 months

Expectation of household disposable 
income in the next 12 months

100%

100%

Unlikely
Less often The same frequency More often

Likely

47%

53%

71

Select healthier dishes/
venues with healthier menus

32
20

Order fewer dishes
26

21

Order fewer alcoholic drinks
26

19

Select venues with dish  
add-ons (eg. extra protein)

20
7

Select venues with nutrition 
information

19
10

Select venues with smaller/
flexible portion

18
9

Order fewer alcoholic drinks
13

8

Select venues with more 
dietary options

13
8

Weight loss/diabetes medication users Non-users

64

44

24

18

18

46%
27% 24%

57%

All 41% 49% 10%

Weight loss/diabetes 
medication users 38% 18%45%

54%
73% 76%

43%
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The consumer context
Trends shaping the sector

From restaurant table to 
supermarket shelf

The appetite for restaurant-quality food 
at-home is proving durable, with frequent 
diners among the most active purchasers 
of branded retail products. This pattern 
suggests retail extension complements 
rather than cannibalises core dining 
occasions, reinforcing brand familiarity 
between visits. Data points to ingredient 
quality and ease of preparation as the 
primary purchase drivers, highlighting 
that consumers expect retail products to 
match the standards of the in-restaurant 
experience. The commercial opportunity 
is clear for operators considering this 
route, but so are the execution risks - 
ingredient quality, format selection, and 
retail partner choice are as much brand 
decisions as they are commercial ones. 

Delivery platforms as 
discovery engines

For many consumers – particularly 
frequent delivery users, delivery platforms 
are now the primary point of discovery 
and first interaction with a restaurant 
brand. With 42% of frequent delivery users 
having ordered from somewhere they had 
not tried before, the commercial case for 
a well-managed delivery presence is clear. 
An effective delivery requires clarity on 
objective: whether the priority is customer 
acquisition, retention, or incremental 
occasion capture will shape how the 
channel is resourced and measured.  

Respondents who have purchased at-home dining products in the past 6 months % Respondents who have ordered delivery from a restaurant they 
hadn’t heard of OR eaten from before

Key purchase criteria when trialling a new restaurant via delivery 
(Importance rating out of 5)

Key purchase criteria when purchasing ready meal, meal kits, or restaurant-branded 
products (Importance rating out of 5)

PriceQuality of ingredients

Menu varietyPrice
Cuisine/dish preference

Convenience/ease of preparation
Delivery speed/time

Product/dish preference Availability during desired times

Shelf life Brand reputation

Nutritional value or health Online ratings/reviews

A brand/restaurant I have eaten from before
Low delivery cost/fees

Packaging/waste reduction
Minimum order value

Dietary requirements/restrictions

Discount offer and promotions/loyalty programme

Delivery exclusive value

0 0.01 3.5 4.0 4.5 5.02 3 4 5

Frequent delivery users  
(once a month or more frequently)

All delivery users

42%
33%

Ready meals

63
58

Meal kits

22
18

Restaurant-
branded products

41
33

Frequent diners (once a month or more frequently) All
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This time next year, we’ll 
be millionaires

The shelf life of brands

For hospitality operators, there’s always 
a risk of holding on for two more years, 
delaying the exit. 

In terms of the deals market, hospitality 
brands have a shelf life of peak consumer 
appeal until the category moves on. 

Two examples demonstrate this well - from 
the store openings of Côte and Turtle Bay. 

The message is clear: timing, more than 
ever, is key to successful transactions. 2007

Source: Companies House, Piper Website, Propel

Source: Companies House, CBPE Website, Propel
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founder having 
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At the height 
of Côte, there 
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in 2020 out of 

administration.
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2.9x Money Multiple.
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Deals update

Key themes shaping the hospitality 
M&A market

The UK deals market for hospitality 
businesses continues to be attractive 
to investors for the right opportunities. 
There are certain key themes which 
investors are considering:

	X Margin pressures due to cautious 
consumer spending and increasing 
operating costs.

	X The polarising nature of deals – the 
best businesses sell; others struggle 
to get offers. There is less emphasis 
on fantasy valuations and a greater 
emphasis on getting a sale result

	X Valuation implications – the best-in-
class leasehold businesses are selling 
at 7.5x run rate EBITDA.

What do brands need to do to create the 
optimal environment for a successful 
transaction: 

	X Timing: brands have a shelf life – 
unless they are one-off operators 
such as Wagamama or Nando’s who 
have stood the test of time

	X Ensuring margin optimisation in 
an inflationary environment

	X Being the leaders in the new 
waves of category evolution

	X Consider the importance of 
internationalisation to increase 
site ceiling. 
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Deals update

QSRification helps drive margin 
improvements

In a cost inflation environment, brands 
need to be innovative to sustain margins. 
We are seeing brands adopt elements of 
QSR in very successful ways.  

QSRification

Simple, smaller menus

Efficient cooking process

Better use of technology

Positive bill shocks

Flat Iron does not offer desserts, 
reducing dwell time for 
customers.

At sale, Flat Iron were growing 
at 15% like-for-like, driven by 
volume increases.

Offering simple, slender menus 
allows for industry leading site 
EBITDA.

At sale, Flat iron had a 20% site 
EBITDA margin.

The best at it

Less dwell time

 More cover turns

More repeats

Less food wastage

Less labour required

The results
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Investors want high growth brandsDeals update
899

785

590
516

310 285
220

106 75

Source: Lumina data

Wave 1
Original brands, 
some with site 

decline

Wave 2
Stable 
brands

Wave 3
Emerging 

brands

High  
growth 
brands

Pizza European All Day 
Dining

Italian Steak Central & 
S. America

MediterraneanBurgers &  
Other American

Asian  
(incl. Indian)

Number of sites (2025)

These cuisines are 
underpenetrated, 

representing massive 
opportunities.

Deals are 
happening 
for market 
leaders in 
their cuisine.
Some wave 
1 original 
brands are 
seeing site 
number 
declines.
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Deals update

Dishoom had a successful New-York pop up and are opening a site in 2026, 
with lease terms agreed. 

Dishoom received investment from L Catterton in August 25, valuing the 
business at £300m. USA expansion is on the agenda.

Hawksmoor, having grown successfully in the UK, first opened overseas in 
Dublin, before opening in New York and Chicago.

Hawksmoor successfully launched in New York and further proof in the 
USA at other sites will increase its attractiveness to buyers.

Pizza Pilgrims has 28 sites in the UK, both in London and regional cities. 
Pizza Pilgrim was sold with a view to growing internationally.  

McWin-backed, Germany-based, L’Osteria acquired Pizza Pilgrims to help 
with expanding throughout Europe. L’Osteria operate in 10 European 
countries.

Flat Iron has 21 sites, growing both in London and regional cities. There 
is appetite to take the brand abroad, as the concept is expected to work 
throughout Europe.

McWin and Trispan jointly invested in Flat Iron, with the stated purpose of 
assisting with international expansion plans. 

The brand The story The result

It is clear from investors - having 
an international angle makes 
UK hospitality businesses 
more attractive.

Paris, New York, Peckham - 
Internationalisation

The importance of Internationalisation

UK site ceiling is very important to 
investors, and a way to solve this is by 
proving international rollouts work. 
Brands that are able to grow outside of 
the UK shores will be more attractive and 
attract higher value. 
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Employment tax issues in the bars and restaurants sector 
2026 Update

What has driven increased 
labour cost?

A central cost driver is the significant 
uplift to statutory pay rates. From 
April 2026, the National Living Wage 
increases to £12.71 per hour for workers 
aged 21 and over, representing a 4.1% 
uplift, with sizeable rises for younger 
workers and apprentices, placing further 
strain on payroll budgets in a labour 
intensive sector. This occurs alongside 
continued fiscal drag: income tax and 
NIC thresholds remain frozen until 
2031, pushing more staff into higher 
tax bands. This together with increasing 
expectations for wage growth also result 
in increasing employer NIC liabilities as 
pay rises move wage costs above the 
£5,000 secondary NIC threshold. 

The freeze on tax thresholds coincides 
with increasing expectations for wage 
growth, a common theme in industry 
commentary describing the sector’s 
ongoing recruitment and retention 
challenges. As wage inflation accelerates, 
employers must absorb higher NIC at 
15%, amplifying labour related cost 
pressures.  

From April 2026, updated rules affecting 
workplace benefits will simplify the 
taxation of certain reimbursed expenses, 
such as eye tests, which become exempt 
when reimbursed rather than directly 
provided. However, more material 
changes lie ahead with the restriction of 
NIC relief on salary sacrificed pension 
contributions to the first £2,000 from 
2029, reducing net pay advantages for 
employees and increasing employer NIC 
exposure on contributions above the 
cap. Although the change is future dated, 
employers in hospitality (where enhanced 
pension contributions are used to retain 
managerial talent) would be wise to 
consider early adjustments to reward 
structures.  

Sector operators relying on temporary 
or flexible labour also face higher 
compliance risk. Legislation taking 
effect from April 2026 introduces joint 
and several liability for employment 
taxes where non compliant umbrella 
companies are involved, requiring bars 
and restaurants to carry out enhanced 
supply chain due diligence. This adds 
administrative burden and potential 
financial exposure for businesses with 
seasonal or event driven staffing models.  

Overall, the tax landscape for bars and 
restaurants in 2026 is characterised by 
higher employment related costs, tighter 
compliance requirements and reduced 
fiscal flexibility for both businesses and 
employees. The cumulative effect of 
wage rises, NIC threshold freezes, pension 
related NIC changes and umbrella 
company regulation underscores the need 
for operators to strengthen workforce 
planning, review remuneration structures 
and reassess financial modelling ahead of 
further changes coming into force later in 
the decade.

Potential Impact of the Fair 
Work Agency

From April 2026, the introduction of the 
Fair Work Agency (FWA) is expected to 
reshape compliance expectations across 
the hospitality sector. Designed as a 
single enforcement body consolidating 
the work of HMRC’s National Minimum 
Wage team, the Employment Agency 
Standards Inspectorate and the 
Gangmasters and Labour Abuse 
Authority, the FWA will hold wide ranging 
powers to inspect premises, access 
records, issue underpayment notices, 
demand back pay within strict deadlines 
and apply penalties of up to 200% of 
arrears. Crucially, it will also enforce 
statutory holiday pay and statutory sick 
pay, areas where errors are common in 
hospitality due to variable hours and 
seasonal staffing. The Agency’s ability 
to bring employment tribunal claims 
on behalf of workers marks a significant 
shift towards collective enforcement. 
For bars and restaurants, this raises the 
stakes for accurate payroll operation and 
record keeping, increasing the likelihood 
of formal investigation where breaches 
occur and placing greater emphasis on 
preventative compliance and workforce 
management discipline. 

The hospitality sector 
enters 2026 facing an 
intensified employment 
landscape driven by rising 
labour costs, frozen tax 
thresholds, and new 
compliance obligations. 
Measures announced in 
the Autumn Budget 2025, 
together with changes 
scheduled from 2025 
onwards, add financial 
pressure and operational 
complexity not least 
from the Employment 
(Allocation of Tips) Act 
2023 coming into effect 
from 1 October 2024, 
for an industry already 
contending with sustained 
wage inflation and tight 
labour markets.
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Contacts

We hope that you enjoyed this report.
For more information on our sector credentials, or to receive our thought-leadership reports in any of our other Leisure and Hospitality sectors, please get in touch.

Mark Edwards
Partner and Head of  
Leisure & Hospitality 

+44 (0)20 7893 3742 
+44 (0)78 0068 2917 
mark.edwards@bdo.co.uk

Harry Stoakes 
Partner, M&A 

+44 (0)20 7893 2307 
+44 (0)77 8557 6325 
harry.stoakes@bdo.co.uk

Tom Holt  
Partner, Strategy & Commercial 
Due Diligence

+44 (0)20 7486 5888 
+44 (0)73 8593 3809  
tom.holt@bdo.co.uk

Jo Davenport  
Deal Advisory Partner, Transaction 
Services 

+44 (0)20 7486 5888 
+44 (0)78 0068 2103 
jo.davenport@bdo.co.uk

David Campbell  
Partner, Audit 

+44 (0)20 7486 5888 
+44 (0)77 7161 3951 
david.campbell@bdo.co.uk

Ed Green-Wilkinson  
Partner, Audit 

+44 (0)20 7893 3749 
+44 (0)79 7619 8204 
ed.green-wilkinson@bdo.co.uk

Jacqui Roberts  
Director, Employment Tax 

+44 (0)20 3219 4062 
+44 (0)79 8935 6240 
jacqui.roberts@bdo.co.uk

Natasha Patel  
Partner, Corporate Tax 

+44 (0)20 7893 3684 
+44 (0)79 7619 8458 
natasha.patel@bdo.co.uk

Conor Lambert 
Partner, Corporate Finance 

+44 (0)20 7893 2191 
+44 (0)79 6859 4374 
conor.lambert@bdo.co.uk
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This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements 
only. This publication should not be used or relied upon to cover specific situations and you should not act, or refrain from acting, upon the 
information contained in this publication without obtaining specific professional advice. Please contact BDO LLP to discuss these matters 
in the context of your particular circumstances. BDO LLP, its partners, employees and agents do not accept or assume any responsibility 
or duty of care in respect of any use of or reliance on this publication, and will deny any liability for any loss arising from any action taken 
or not taken or decision made by anyone in reliance on this publication or any part of it. Any use of this publication or reliance on it for any 
purpose or in any context is therefore at your own risk, without any right of recourse against BDO LLP or any of its partners, employees or 
agents.

BDO LLP, a UK limited liability partnership registered in England and Wales under number OC305127, is a member of BDO International 
Limited, a UK company limited by guarantee, and forms part of the international BDO network of independent member firms. A list of 
members’ names is open to inspection at our registered office, 55 Baker Street, London W1U 7EU. BDO LLP is authorised and regulated by 
the Financial Conduct Authority to conduct investment business.

BDO is the brand name of the BDO network and for each of the BDO member firms.

BDO Northern Ireland, a partnership formed in and under the laws of Northern Ireland, is licensed to operate within the international BDO 
network of independent member firms.

Copyright © March 2026 BDO LLP. All rights reserved. Published in the UK.

www.bdo.co.uk

26-03-4336

FOR MORE INFORMATION:

Mark Edwards

Partner and Head of  
Leisure & Hospitality

mark.edwards@bdo.co.uk

https://www.facebook.com/BDOLLP/?locale=en_GB
https://twitter.com/bdoaccountant?lang=en
https://www.linkedin.com/company/bdo-llp/
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