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Defence, Discovery and the Future: key trends ahead of
the UK Spending Review

UK Spending Review: expected health and defence priority as budget
(0) tightens
2'8 / Y UK Real Spending (%YoY)

The UK government is

expected to boost NHS 15
spending by +2.8%, along

with a focus on defence

funding, in this weeks 10

spending review. Though it

tightens local budgets,

targeted capital like the 5

£113bn infrastructure fund - -

can still drive regional 0 | | — — —
growth and open up real —

estate opportunities in

health, defence and -5

education. 2025/26 2026/27 2027/28 2028/29 2029/30

m Day-to-day Spending (£bn) m Capital Spending (£bn)

Source: Knight Frank Insight, Capital Economics, HMT, OBR *29/30 wont be allocated until 2027

Rising CRE lending and £32.6bn loan expiries in 2025 creates space for

11 O/Q alternative finance

UK commercial real estate TR Commercial Real Estate New Lending Volume (£bn)

lending rose +11% in 2024, 25 8%
according to Bayes _

Business School; with 5 20 o =
activity particularly strong % 6% §
in the final quarter E 15 £
following two Bank of S 49% =
England base rate cuts. = 10 =
There was a rise in 5 3
alternative lenders § 5 2%
steppingin as traditional

banks remain cautious, 0 0%

broadening funding

H12023 H22023 H12024 H2 2024
access.

Source: Knight Frank Insight, Bayes Business School

UK looking to capitalise on potential US ‘Brain Drain’, boosting life

8 _20/0 sciences

Reported UK Government Spending on Research and Development (£bn)

The Crick Institute plans
to attract top researchers 23
fleeing the US, amid
political pressure on

science. With stronger 21
R&D funding and strategic
recruitment, the UK could 20
boost its life sciences -
sector, supporting

commercial lab space 18
demand and anchoring -

22

innovation-led economic
growth. 2025-26 2026-27 2028-29 2029-30

Source: Knight Frank Insight, UK Government




Equities

Knigh
Frank

t

Equity markets Equity regional sectors
Price returnindex, Jan 2020 = 100, US$ Price return index percentage change since Jan 2020
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Ind Lere P t h . Source: Knight Frank, Macrobond
IE(= 2 CIEENELS GRS EllES Percentage change since Jan 2020
Originalvalueandbase ~ 1day  1week 1month Jan‘20  YTD us g Eurgpe World
%
DAX 30 10,369 02 18 3.1 567 3062 Tech 156.2% 1.7% 76.1%
FTSE 250 28,614 02 11 61 A3 1057 Financials 62.7% 84.0% 100%
Hang Seng 3,082 K 38 52 148 19.26 Industrials 78.3% 75.1% 11.4%
IBEX 35 16,024 0.7 12 59 514 3446 Real Estate -1.3% -54.2% -59.0%
MIB 46,233 1.0 18 6.0 75.6 30.30
S&P 500 6,000 0.5 15 6.2 85.7 2.02
STOXX 600 630 0.1 13 35 35.1 19.35
TOPIX 19 0.1 -1.0 33 21.7 842
REITs by region UK REITs by sector
EPRA/NAREIT total return index, Jan 2020 = 100, US$ UK EPRA gross total return index, Jan 2020 = 100, GBP£
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Source: Knight Frank, Macrobond Source: Knight Frank, Macrobond
Index, total return  Last Percentage change since Index, total return  Last Percentage change since
Original value and base 1day 1week 1month Jan‘20 YTD Original valueand base 1day 1week 1month Jan‘20 YTD
% %
us 2,862 0.6 0.5 12 197 0826 All REITs 812 -03 1.2 06 -20.7 93
Europe 2,376 -0.3 -1.1 34 -16.7 21.998 Office 1,507 -0.3 -23 -2.2 -49.2 3.1
World 3,478 0.5 0.6 1.7 8.3 4.806 Industrial 1,212 -16 22 -0.1 22 56
Asia Pacific 3,275 0.7 1.2 1.7 -16.6 2.869 Retail 66 338 2.7 11.2 -81.8 12.7
Healthcare 2,122 04 0.6 03 6.4 229
Residential 1,181 05 0.7 -10 226 69
FTSE 250 19,139 03 09 50 123 43



Bonds & Rates
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Government bond yields
10 year government bond yields, %
— US =— UK Germany = ltaly == Japan

”\ o

Singapore

2025

2020 2021 2022 2023 2024
Source: Knight Frank, Macrobond
Last 1day 1week 1month Jan ‘20
Italy 3.49 3.49 3.49 3.60 1.40
Japan 145 1.46 149 133 -0.03
Singapore 2.27 2.27 243 243 1.74
UK 4.64 4.64 4.67 457 0.82
us 4.51 4.51 4.46 437 1.92
Interest rate swaps
S year swap rates, %

= US == UK == Eurozone = Japan

Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul
2020 2021 2022 2023 2024 2025
Source: Knight Frank, Macrobond
Last 1day 1week 1month Jan 20
Eurozone 2.28 2.27 2.18 217 -0.13
Japan 1.00 1.00 1.00 0.82 0.03
Singapore 3.66 n/a n/a n/a 1.50
UK 411 4.08 4.10 3.90 0.88
us 4.03 3.90 3.87 3.78 1.70

Yield curves
Latest nominal yield curves vs one year ago, %

Today One year ago
=—US=—UK=—Germany— S. Korea ==US " UK"** Germany " S. Korea

6.0
A The yield curve is an indication of the 5 g
risk-free rate at differe HeS

5.0
45
40
35
= 3.0
25
2.0
15

0 5 10 15 20 25 30

Years

Source: Knight Frank, Macrobond

Swap curves

Latest swap curves vs one year ago, %
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Commodities & Volatility

Energy
Oil spot prices, $ per barrel

— Brent Crude — West Texas Intermediate (WTI)

Baltic dry index
Baltic Exchange, Shipping Dry index (BDI), US$
— Baltic dry index

150 Baltic Dry Index is a oy
measure of what it
125 costs to ship raw 5000
materials and is a
1
00 leadingindicatorof 4000
75 global demand
50 3000
materials and is a measure 23 2000
.................. of economic activitys - oo 0
1000
-25
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Setcediioh it aciolona Source: Knight Frank, Macrobond
Last Percentage change since
Last 1day 1week 1month Jan‘20 YTD % 1day 1week 1month Jan 20 YD
Brent, $ per barrel 66.6 66.6 65.1 63.9 66.0 -11.0 D T 7 189 305 =5 6932
WTI, $ per barrel 64.1 64.1 625 607 61.1 104 altic Dry : - : :
Volatility index Systemic stress
Near term stock price volatility indicator Measures FX, money, sovereign and bond yield volatility
— CBOE Volatility Index (VIX) - - - Long term average — New ECB Composite Indicator of Systemic Stress (CISS)
---Long term average
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Source: Knight Frank, Macrobond SIEUESR R AERLS EEeE:
Last 1day 1week 1month Jan ‘20 YTD Last 1week 1month Jan ‘20
CBOE VIX 16.8 16.8 184 21.9 138 -3.34 Systemic stress composite 0.094 0.117 0.073 0.023
Euro Stoxx 50 VIX 174 174 20.0 20.5 14.0 247 Equity markets stress sub index ~ 0.078 0.095 0.064 0.009
Nikkei VIX 228 236 251 24.6 14.8 4.54 Bond markets stress sub index 0.032 0.033 0.014 0.02
KOSHIMX 2l s 227 23 [ -0 FX markets stress sub index 0024 0039 0021 0004
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Currencies Hedging benefits
Spot prices Hedging benefit p.a. on a 5 year forward
— EUR per GBP, Ihs == USD per GBP, |hs == USD per EUR, lhs — USD per EUR — USD per GBP
KRW per GBP, rhs
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Source: Knight Frank, Macrobond Source: Knight Frank, Macrobond
Last 1day 1week 1month Jan“20 Last 1day 1week 1month Jan 20
EUR per GBP 1.188 1.186 1.188 1.179 1.177 USD to EUR 1.95 1.83 1.89 178 232
KOR per GBP 1,841 1,841 1,861 1,844 1,525 USD to GBP -007 -0.19 -0.25 -on 112
USD per GBP 1353 1.359 1.348 1337 1321
USD per EUR 1.135 n/a 1135 1135 1123
Inflation and monetary policy
Inflation rate (%) Interest rates (%) Asset purchasing
May Apr Mar Feb
1 . . . Last Jan '24 Latest ($) 1m change (%)
Australia n/a n/a 24 24 3.85 4.35 0.26 tn -2.4
Canada n/a 1.7 2.3 2.6 2.75 5.00 181 bn 0.3
China -0.2 -0.1 -0.1 -0.7 435 435 6.25 tn -0.1
Euro Area 1.9 2.2 2.2 2.3 2.15 4.50 712 tn -0.7
France 0.7 0.8 0.8 0.8 2.15 4.50 1.73 tn 0.2
Germany 2.2 2.1 2.1 2.3 2.15 4.50 2.66 tn -0.6
India n/a 32 33 3.6 5.50 6.50 445 bn 0.0
Italy 1.7 19 1.9 1.6 2.15 4.50 1.25 tn -0.5
Japan n/a 36 3.6 3.7 0.50 -0.10 5.09 tn 0.3
Saudi Arabia n/a 2.3 2.3 2.0 5.00 6.00 512 bn -16
South Korea 1.9 2.1 2.1 2.0 2.50 3.50 404 bn 4.1
Spain 19 2.2 2.1 2.9 2.15 4.50 487 bn -1.8
Sweden n/a 0.3 0.5 1.3 2.25 4.00 107 bn -6.1
UK n/a 35 2.6 2.8 425 5.25 1.18 tn -1.2
us n/a 23 2.4 2.8 450 5.50 6.67 tn 206

1. Australia Inflation rate is only available on a quarterly basis.

Source: Knight Frank, Macrobond
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Future Gazing - 2025 Healthcare Development Opportunities - 2025
Offering a unique perspective on the outlook for the industrial Knight Frank’s annual assessment of supply trends and
and logistics market; from logistics to support evolving retail development prospects in the UK Care Home industry.

habits to further up the supply chain, we look at space used to
provide consumers and businesses with services, and the
wholesalers and distribution firms that supply them.

Recent research We like questions, if you’ve got one about our research, or would like some property
advice, we would like to hear from you

UK Real Estate 535 -
= _ Partner

Head of Commercial Insight
+44 20 3909 6842
william.matthews@knightfrank.com

Victoria Ormond, CFA

-@@@

Partner

. . 5 Head of Capital Markets Insight
Life Scn_ences & UK I_Real Estate +44.20 78615009
Innovation Insight: Navigator: Q12025 . . .
Q12025 victoria.ormond@knightfrank.com

Explore the current

The UK science and trends in U}< | estat Nik Potter
innovation sectors are commercial real estate .
changing at pace. with the latest edition Associate
With this in mind, we of our UK Real Estate Capital Markets Insight
havetdelvelo;()iectl at ggg]igator, available ‘ ' +44 20 78615146

juarterly update to °
?nonitorieg L nik.potter@knightfrank.com

developments. The
report tracks sector

performance and real Khadija Hussain

estate activity while Analyst
listing the most o .
promising occupiers, Capital Markets Insight
+44 20 8176 9671
khadija.hussain@knightfrank.com
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https://www.knightfrank.com/research/report-library/future-gazing-2025-11819.aspx
https://content.knightfrank.com/research/2699/documents/en/is-the-logistics-sector-delivering-on-esg-2023-10324.pdf
https://www.knightfrank.com/research/report-library/life-sciences-innovation-insight-q1-2025-12104.aspx
https://www.knightfrank.com/publications/uk-real-estate-navigator-q1-2025-12162.aspx
https://www.knightfrank.com/research/report-library/healthcare-development-opportunities-2025-12025.aspx

	Untitled Section
	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6


