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Transaction volumes by sector
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Stable performance over last 3 quarters

MSCI UK Quarterly Index quarterly performance - September 2001to December 2025
Returns split between market rental value growth & yield impact - Standing Investment
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12-MONTH ROLLING PERFORMANCE

MSCI UK quarterly index 12-month performance

MSCI UK Quarterly Index March 2002 - December 2025
Annualised returns split between income return and capital growth - Standing Investment
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Recent positive UK performance driven by retail and industrial
MSCI UK Quarterly Profile & Performance to September 2025

Standing Investment - Sector splits %

Standing Investment - Quarterly Total Return by sector %
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Retail was the top performing sector over the last 3 and 12

mr@mmVFSment 3 and 12 month Total returns

TOTAL RETURNS BY PROPERTY TYPE

3-MONTH TOTAL RETURNS (%)

ALL PROPERTY
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Increasing Rental Value Growth across most segments

Segment annual return drivers
Capital return drivers — market rental value growth and yield impact — December 2025 - Standing Investment
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K-shaped recovery across sectors, since
2024Q1

CAPITAL GROWTH INDEXED SINCE 2024 Q1
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Differentiation is harder ... 90% of assets within +-1 STDEV of
median

RANGE OF INDIVIDUAL ASSET RETURNS, ALL ASSETS
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Within sectors, total returns also varied significantly during
recovery

TOTAL RETURN DISTRIBUTION, ANNUALIZED SINCE 2024 Q1
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Focusing on the “tails” - Office and Residential had more
dlglwm-i d%BUTION, ANNUALIZED SINCE 2024 Q1
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negative capital growth since
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Yields beginning to stabilise at broad sector level

Equivalent yields by sector - Standing Investments

Equivalent yield ranges - Standing Investments
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Better quality offices positive since 2024Q1; high yield assets -

4
ZF@E, aJIVALENT YIELD QUARTILES, CAPITAL GROWTH INDEX, SINCE 2024 Q1
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Negative tails mainly yield driven, Top Quartile by rental growth

CAPITAL GROWTH DECOMPOSITION BY TOTAL RETURN QUARTILE, ANNUALISED SINCE 2024 Q1
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Vacancy rate by property type

Financial vacancy rate % by property type
Data from September 2024 - December 2025 - Standing Investments
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24% of Offices >30% vacant .... up from 7% in 2019

OFFICE FLOORSPACE, VACANCY RATE BRACKET, DEC-19 TO DEC-25, SAME SAMPLE
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Outperformance by shorter leased industrial, driven by rent
reversions

INDUSTRIAL, REMAINING LEASE TERM, CAPITAL GROWTH INDEX, SINCE 2024 Q1
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Top & bottom quartile performance — UK Quarterly Dec 2025

Attributes of out and under perfomers for the year to December 2025 - All
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Quarterly Top Bottom
Univ quartile quartile

12-month performance*
Total return 5.8% 8.9% -0.8%
Income return 4.8% 5.3% 4.5%
Capital return 1.0% 3.4% -5.1%
Average fund size 624 573 311
Average asset size 20.5 20.2 18.4
Asset allocation
Shopping Centres 3% 6% 2%
Retail Warehouse 9% 9% 6%
Other Retalil 9% 16% 7%
Office 22% 19% 24%
Industrial 33% 28% 22%
Residential 11% 5% 21%
Hotel 6% 6% 11%
Other 8% 12% 6%
Income profile
Unexpired lease term** 9.3 9.7 9.8
Vacancy rate (OMRV%) 8.8% 5.8% 12.9%
Over-renting (%RP) -7.1% -7.6% -6.1%
Activity
Turnover, % 10.8% 7.5% 13.8%
Net Inv't, % -0.5% -0.4% -7.4%

* Weighted average
** Breaks exercised, 30-year cap
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Real Estate in a multi asset context
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Agenda

» The UK macroeconomic backdrop.
* The outlook for UK commercial property.
* Putting forecast returns in context.

« What might AI mean for commercial property?

‘ CAPITAL ECONOMICS
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Real GDP (% y/y)
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Payroll Employment
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CPI Inflation (%)
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Bank Rate (%)
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10-Year Gilt Yield Less Bank Rate (bps)
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Bank Rate & 10-Year Gilt Yield (%)
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10-Year Gilt Yield & All-Property Equivalent Yield Spread
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All-Property Valuation Score (%)
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T Property looks undervalued

lProperty looks overvalued
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All-Property Capital Values (%)
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Availability of Credit (Next 3-Mths, % Net Balance)
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Total Returns Forecast by Sector 2026-29 (% p.a.)
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Alternatives CE Clients are Actively Looking at in 2026 (%)
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How should we think about the outlook?

* For three years we've been advising clients to expect an historically slow and
weak recovery in both activity and values.

* In the context of past recoveries, that is disappointing.

 But, from the angle of the current entry point, maybe that's not the right
conclusion?

‘ CAPITAL ECONOMICS

38



All-Property Total Returns Forecasts in Historic Context
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Total Returns Forecasts in a Multi-Asset Context
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GDP Growth (% y/y)
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Al Impact on Commercial Real Estate

* Positive impact on economic growth will support occupier demand and
property returns, but most sectors face challenges during the transition.

* Transitional job losses will weigh on offices and sectors reliant on household
Incomes.

* Longer term, (office) jobs lost are likely to be replaced, but in other areas.

 Stronger economic growth will benefit industrial, though increased efficiency
will speed up depreciation and obsolescence.

* Higher incomes and more free time should support retail, residential and
hotels/leisure.
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CE View on Impact of AI on Commercial Property Returns
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Conclusions

* Economic demand drivers will be subdued until Al starts to boost productivity.

« Bank Rate will fall to 3% this year, 50bps below investors expect. Gilt yields will
therefore ease to 4.25% but will remain in the 4.25-4.5% range this decade.

 That will drive a reliance on income returns and NOI growth for total returns.
* Retail (high income return) and residential (strong RVG & yield falls) will lead.

« While absolute returns will be fairly low, the next five years will be better than
the last 10. Commercial property looks attractive relative to other asset classes.

7 CAPITAL ECONOMICS 44




Contact us

For more information on how our award-
winning data and forecasts can help your
decision making

capitaleconomics.com
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Understanding Real Estate Performance Measurement
1-Day CPD Accredited Course | Hands-on using MSCI Data

- Practical course focused on real estate performance measurement and portfolio analysis
- Applies MSCI Portfolio Analysis Service methodology

- Covers all main performance metrics, benchmarking, risk & attribution analysis

- Includes hands-on Excel exercises and live MSCI data demonstration

- CPD Accredited (7 CPD Hours) with MSCI & Bayfield certificate

Who it's for:

» Real estate investment & asset managers
« Institutional investors & consultants
» Analysts, advisors & graduates

E1BAYFIELD

EXECUTIVE EDUCATION

Next course date: February 26th 2026 —London

For further information contact:
Bayfield training c/o

FORA Cambridge

20, Station Road

CB12JD

E: info@bayfieldtraining.com

T: +44 (0) 203 687 0583
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About Us

MSCI is a leading provider of critical decision support tools and services for the global
investment community. With over 50 years of expertise in research, data and technology, we
power better investment decisions by enabling clients to understand and analyze key drivers of
risk and return and confidently build more effective portfolios. We create industry-leading
research-enhanced solutions that clients use to gain insight into and improve transparency
across the investment process. To learn more, please visit www.msci.com.
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the
“Information”) is the property of MSCI Inc. or its subsidiaries (collectively, "M SCI"), or MSClI's licensors, direct or indire ct suppliers
or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is
provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or
redisseminated in whole or in part without prior written permission from MSCI. All rights in the Information are reserved by MSCI
and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but
without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection
with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other inve stment
vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information,
products or services.

The user of the Information assumes the entire risk of any use it may make or permitto be made of the Information. NONE OF THE
INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY
APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS,
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information
Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost
profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any
liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or
personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-
contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future
performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are
derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide
investmentadvice or a recommendation to make (or refrain from making) any investment decision or asset allocation and should
not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not
intended to predictthe future. The relevance, correlations and accuracy of Signals frequently will change materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not
tailored to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other
investment vehicle or any trading strategy.

Itis not possible to investdirectly in an index. Exposure to an asset class or trading strategy or other category represented by an
index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor,
endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment,
financial product or trading strategy thatis based on, linked to or seeks to provide an investment return related to the performance
of any MSCl index (collectively, “Index Linked Investments”). MSCIl makes no assurance that any Index Linked Investments will
accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and
MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not representthe results of actual trading of investible assets/securities. MSCI maintains and calculates indexes,
but does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index
returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the index or
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Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment
to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, butis hypothetical. There are
frequently material differences between back tested performance results and actual results subsequently achieved by any
investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the
application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of
MSCI or suppliers to MSCI. Inclusion of a security within an MSCl index is not arecommendation by MSCI to buy, sell, or hold such
security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in
calculating certain MSCl indexes. More information can be found in the relevantindex methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCl Inc.'s revenue includes fees based on
assetsin Index Linked Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of
msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI
Inc. Neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion
regarding any issuer, securities, financial products or instruments or trading strategies and MSCI's products or services are not a
recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that
applicable products or services from MSCI ESG Research may constitute investment advice. MSCI ESG Research materials,
including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from,
the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and
data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are
products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK)
and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG
Research and/or MSCI Inc. (collectively, "MSCI") and that these relationships create potential conflicts of interest. In some cases,
the issuers or their affiliates purchase research or other products or services from one or more MSCI affiliates. In other cases,
MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI's clients or their affiliates, or
are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that subscribe to MSCI
products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research
has taken a number of stepsto mitigate potential conflicts of interest and safeguard the integrity and independence of its research
and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at
https://adviserinfo.sec.gov/firm/summary/169222.

Any use of or access to products, services or information of MSCI requires alicense from MSCI. MSCI, Barra, RiskMetrics, IPD and
other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in
the United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive
property of MSCI and S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)" is a service mark of MSCI
and S&P Global Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured
deposits, nor does it deal on its own account, provide execution services for others or manage clientaccounts. No MSCI ESG
Research productor service supports, promotes or is intended to support or promote any such activity. MSCI ESG Research isan
independent provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at
https://www.msci.com/privacy-pledge.
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Information may not be used to verify or correct other data, to create any derivative works, to create indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring,
managing or marketing any securities, portfolios, financial products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future
performance, analysis, forecast or prediction. None of the Information or MSCI index or other product or service constitutes an offer to buy or sell, or a promotion or recommendation of, any
security, financial instrument or product or trading strategy. Further, none of the Information or any MSCI index is intended to constitute investment advice or a recommendation to make (or
refrain from making) any kind of investment decision and may not be relied on as such. The Information is provided “as is" and the user of the Information assumes the entire risk of any use it
may make or permit to be made of the Information. NONE OF MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY THIRD PARTY INVOLVED
IN MAKING OR COMPILING THE INFORMATION (EACH, AN “INFORMATION PROVIDER") MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY
LAW, EACH INFORMATION PROVIDER HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW, INNO EVENT SHALL ANY OF THE INFORMATION PROVIDERS HAVE ANY
LIABILITY REGARDING ANY OF THE INFORMATION FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER DAMAGES EVEN IF
NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited. No regulated use of any MSCI
PRIVATE REAL ASSETS INDEXES in any jurisdiction is permitted without MSCI's EXPRESS written authorization. The process for ap plying for MSCI's EXPRESS WRITTEN authorization can be
found on the Index Regulation page of MSCI's website at: https://www.msci.com/index-regulation. Privacy notice: For information about how MSCI collects and uses personal data, please
refer to our Privacy Notice at https://www.msci.com/privacy-pledge.

M SCI @ Information Classification: GENERAL

53


https://www.msci.com/index-regulation
https://www.msci.com/index-regulation
https://www.msci.com/index-regulation
https://www.msci.com/privacy-pledge
https://www.msci.com/privacy-pledge
https://www.msci.com/privacy-pledge

Contact

The process for submitting a formal index complaint
can be found on the index

page of MSClI's website at:
https://www.msci.com/index-regulation.

Americas

United States

+1 888 588 4567 (toll free)

Canada
+1416 628 1007

Brazil
+55114040 7830

Mexico
+52 811253 4020

Asia Pacific

China
North: 10800 852 1032 (toll free)
South: 10800 1521032 (toll free)

Hong Kong
+ 85228449333

India
+ 91226784 9160

Malaysia
1800818185 (toll free)

South Korea
800 852 3749 (toll free)

Singapore
800 852 3749 (toll free)

Australia
+6129033 9333

LENYED
008 0112 7513 (toll free)

Thailand
0018 0015 6207 7181 (toll free)

Japan
+813 4579 0333

Europe, Middle

East & Africa

South Africa
+ 27 21673 0103

Germany
+ 496913385900

Switzerland
+ 4122 817 9777

United Kingdom
+ 44207618 2222

Italy
+ 39 02 5849 0415

France
+ 33176769 810


https://www.msci.com/index-regulation
https://www.msci.com/index-regulation
https://www.msci.com/index-regulation

	Slide 1: MSCI / IPF UK  Quarterly Market Results for Q4 2025
	Slide 2: Opening Remarks
	Slide 3: Today’s Speakers
	Slide 4: MSCI UK Quarterly Property Index Q4 2025
	Slide 5: Transaction volumes by sector 
	Slide 6: Stable performance over last 3 quarters
	Slide 7: MSCI UK quarterly index 12-month performance
	Slide 8: Recent positive UK performance driven by retail and industrial
	Slide 9: Retail was the top performing sector over the last 3 and 12 months 
	Slide 10: Increasing Rental Value Growth across most segments 
	Slide 11: K-shaped recovery across sectors, since 2024Q1
	Slide 12: Differentiation is harder … 90% of assets within +-1 STDEV of median
	Slide 13: Within sectors, total returns also varied significantly during recovery
	Slide 14: Focusing on the “tails” - Office and Residential had more downside
	Slide 15: Yields beginning to stabilise at broad sector level 
	Slide 16: Better quality offices positive since 2024Q1; high yield assets -23%
	Slide 17: Negative tails mainly yield driven, Top Quartile by rental growth
	Slide 18: Vacancy rate by property type
	Slide 19: 24% of Offices >30% vacant …. up from 7% in 2019
	Slide 20: Outperformance by shorter leased industrial, driven by rent reversions
	Slide 21: Top & bottom quartile performance – UK Quarterly Dec 2025
	Slide 22: Real Estate in a multi asset context 
	Slide 23: Thank you
	Slide 24: UK Economic and Property Market Outlook  
	Slide 25: Agenda
	Slide 26: Real GDP (% y/y)
	Slide 27: Payroll Employment
	Slide 28: CPI Inflation (%)
	Slide 29: Bank Rate (%)
	Slide 30: 10-Year Gilt Yield Less Bank Rate (bps)
	Slide 31: Bank Rate & 10-Year Gilt Yield (%)
	Slide 32: 10-Year Gilt Yield & All-Property Equivalent Yield Spread 
	Slide 33: All-Property Valuation Score (%)
	Slide 34: All-Property Capital Values (%)
	Slide 35: Availability of Credit (Next 3-Mths, % Net Balance)
	Slide 36: Total Returns Forecast by Sector 2026-29 (% p.a.)
	Slide 37: Alternatives CE Clients are Actively Looking at in 2026 (%)
	Slide 38: How should we think about the outlook?
	Slide 39: All-Property Total Returns Forecasts in Historic Context
	Slide 40: Total Returns Forecasts in a Multi-Asset Context
	Slide 41: GDP Growth (% y/y) 
	Slide 42: AI Impact on Commercial Real Estate
	Slide 43: CE View on Impact of AI on Commercial Property Returns
	Slide 44: Conclusions
	Slide 45
	Slide 46
	Slide 47: Panel Discussion
	Slide 48: Closing Remarks
	Slide 49: Understanding Real Estate Performance Measurement
	Slide 50: MSCI UK Residential Property Index December 2025 Results Seminar 
	Slide 51: About Us
	Slide 52: Notice and Disclaimer
	Slide 53: Notice and Disclaimer: Real Assets
	Slide 54: Contact

