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Based on rack rented properties and disregards bond type transactions

City Prime (Single let, 10 years) 3.75% - 4.00% 4.00% 4.25% 4.50% 4.50% - 4.75% 4.75% WEAKER

West End: Prime Core (Mayfair & St James's) 3.25% - 3.50% 3.25% 3.50% 3.50% 3.50% - 3.75% 3.75% WEAKER

West End: Non-core (Soho & Fitzrovia) 3.75% - 4.00% 4.00% 4.00% - 4.25% 4.25% 4.25% - 4.50% 4.50% + WEAKER

Major Regional Cities (Single let, 15 years) 5.00% 5.00% - 5.25% 5.25% - 5.50% 5.50% - 6.00% 5.75% - 6.00% 5.75% - 6.00% WEAKER

DQ':I Ofﬁces Major Regional Cities (Multi-let, 5 year WAULT) 5.75% - 5.25% - 5.50% 5.50% - 6.00% 6.00% - 6.50% 6.50% - 7.00% 6.50% - 7.00% WEAKER
7— T (Grade A) South East Towns (Single let, 15 years) 5.25% 5.25% 5.50% 5.75% - 6.25%  6.00% - 6.50%  6.00% - 6.50% WEAKER
South East Towns (Multi-let, 5 year WAULT) 6.50% 6.75% - 7.00% 7.00% + 7.25% + 7.00% - 7.50% 7.00% - 7.50% WEAKER

South East Business Parks (Single let, 15 years) 5.25% + 5.50% - 5.75% 5.75% - 6.00% 6.25% - 6.75% 6.75% - 7.00% 6.75% - 7.00% WEAKER

South East Business Parks (Multi-let, 5 year WAULT) 6.75% + 7.25% + 7.25% - 7.50% 7.50% - 8.00% 7.75% - 8.00% 7.75% - 8.00% WEAKER

Life Sciences (Oxford, Cambridge) 3.75% 3.75% 4.00% 4.00% + 4.25% 4.25% STABLE

Prime Distribution/Warehousing (20 years [NIY], fixed/indexed uplifts) 3.00% 3.50% - 3.75% 3.75% + 4.25% - 4.75% 4.75% - 5.00% 4.75% - 5.00% WEAKER

Prime Distribution/Warehousing (15 years, OMRRs) 3.50% - 3.75%  4.00% - 4.25% 4.25% + 4.75% - 5.25% 5.25% - 5.50% 5.25% - 5.50% WEAKER

Warehouse & Secondary Distribution (10 years, OMRRs) 4.00% - 4.25%  4.50% - 4.75% 4.75% + 5.25% - 5.75% 5.50% - 6.00% 5.50% - 6.00% WEAKER
Industrial Space South East Estate (excluding London & Heathrow) 3.25% - 3.50% 4.00% 4.00% - 4.25%  4.50% - 5.00% 5.00% - 5.50% 5.00% - 5.50% WEAKER
Good Modern Rest of UK Estate 3.50% - 3.75% 4.25% - 4.50% 4.50% - 4.75% 5.00% - 5.50% 5.25% - 5.75%  5.25% - 5.75% WEAKER

Good Secondary Estates 5.00% - 5.25% 5.25% - 5.75% 5.50% - 6.00% 6.00% - 6.50% 6.50% - 7.00% 6.50% - 7.00% WEAKER

Car Showrooms (20 years with fixed uplifts & dealer covenant) 5.00% 5.25% 5.50% 5.75% 5.75% 5.75% STABLE

Budget Hotels London (20 years, 5 yearly RPI/ CPI uplifts) 3.50% 3.25% - 3.50% 3.75% - 4.00% 4.25% - 4.50% 4.50% - 4.75% 4.50% - 4.75% WEAKER

Budget Hotels Regional (20 years, 5 yearly RPI / CPI uplifts) 4.00% 4.00% 4.25% - 4.50% 4.75% - 5.00% 5.00% - 5.25% 5.00% - 5.25% WEAKER

Student Accommodation Prime London (Direct Let) 3.75% 3.50% 3.50% - 3.75% 3.75% + 3.75% - 4.00% 3.75% - 4.00% WEAKER

. Student Accommodation Prime Regional (Direct Let) 5.00% 4.75% - 5.00% 5.00% - 5.25% 5.00% - 5.25% 5.00% - 5.25% 5.00% - 5.25% WEAKER
gpecmhst Student Accommodation Prime London (25 years, Annual RPI) 3.25% 3.25% 3.50% - 3.75% 3.75% - 4.00% 4.00% - 4.25% 4.00% - 4.25% WEAKER
Celol Student Accommodation Prime Regional (25 years, Annual RPI) 3.50% 3.50% 3.75% - 4.00% 4.00% - 4.25% 4.25% - 4.50% 4.25% - 4.50% WEAKER
Healthcare (Elderly Care, 30 years, 5 yearly indexed linked reviews) 3.50% 3.25% - 3.50% 3.75% - 4.00% 4.00% - 4.25% 4.00% - 4.25%  4.00% - 4.25% WEAKER

Data Centres (Operational) 4.00% - 4.00% 4.00% 4.00% 4.00% 4.00% STABLE

Data Centres (Leased, 15 years, Annual Indexation) 4.00% 4.00% + 4.00% + 4.25% 4.25% + 4.25% + WEAKER

Income Strip (50 years, Annual RPI/CPIH+1%, Annuity Grade) 2.25% 2.50% + 3.50% 3.50% - 3.75%  3.75% - 4.00% 4.00% + WEAKER

Your partners in property.
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1 MONTH MARKET

SECTOR JAN-22 OCT-22 NOV-22 DEC-22 JAN-23

CHANGE SENTIMENT

Bond Street 2.75% 2.75% + 2.75% + 2.75% - 3.00% 2.75% - 3.00% 2.75% - 3.00% WEAKER

h S Oxford Street 3.50% + 3.50% + 4.00% 4.25% + 4.25% - 4.50% 4.25% - 4.50% I WEAKER
Hi treet
"l=‘ R % i Prime Towns (Oxford, Cambridge, Winchester) 6.50% 6.25% 6.25% + 6.50% + 6.75% + 6.75% + I WEAKER
etal
Regional Cities (Manchester, Birmingham) 6.50% + 6.50% 6.50% + 6.75% + 7.00% + 7.00% + I WEAKER
Good Secondary (Truro, Leamington Spa, Colchester etc) 8.25% - 8.50% 8.25% - 8.50% 8.50% 8.50% - 8.75% 9.00% - 9.25%  9.00% - 9.25% I WEAKER
Shopplng Regional Scheme 8.00% 7.50% 7.50% - 7.75% 7.75% - 8.00% 8.00% 8.00% + + I WEAKER
Centres Sub-Regional Scheme 9.00% 8.50% 8.75% 9.00% 9.00% + 9.00% + I WEAKER
(sustainable Local Scheme (successful) 10.00% 9.25% 9.50% 9.75% 9.75% + 9.75% + I WEAKER
income) Neighbourhood Scheme (assumes <25% of income from supermarket) 9.50% - 9.75% + 9.00% - 9.25%  9.25% - 9.50% 9.50% - 9.75% 9.50% - 9.75%  9.50% - 9.75% | WEAKER
Open Al (essential retailers) 5.50% 5.00% 5.25% 5.50% - 6.00% 6.00% + 6.00% + I WEAKER
Good Secondary Open Al Parks 6.75% - 7.00% 6.25% 6.50% 7.00% + 7.25% + 7.50% + +0.25% I WEAKER
Out of Town Bulky Goods Parks 5.50% 5.00% 5.25% 5.50% - 6.00% 6.00% + 6.00% + | WEAKER
Retail Good Secondary Bulky Goods Parks 6.75% - 7.00% 6.25% 6.50% 7.00% + 7.25% + 7.50% + +0.25% I WEAKER
Solus Open Al (15 year income) 5.00% 5.00% 5.25% 5.50% + 5.75% - 6.00% 5.75% - 6.00% I WEAKER
Solus Bulky (15 year income) 5.00% 5.00% 5.25% 5.50% + 5.75% - 6.00% 5.75% - 6.00% I WEAKER
nnua ncreases year income .50% .75% - 4.00% 4.00% - 4.25%  4.50% - 5.00% .00% .00%
ajor A I RPI I [NIY] (20 i ) 3.50% 3.75% - 4.00% 4.00% - 4.25% 4.50% - 5.00% 5.00% 5.00% WEAKER
S Foodstores Open Market Reviews (20 year lease) 4.00% 4.25% - 450% 4.75% - 5.00% 5.25% - 5.75% 5.50% 5.50% I WEAKER
& L . Prime Leisure Parks 7.00% + 7.00% + 7.00% + 7.25% - 7.50% 7.50% + 7.50% + I WEAKER
27 eisure
M:I] Good Secondary Leisure Parks 8.00% + 8.00% + 8.25% + 8.50% - 8.75% 9.00% + 9.00% + I WEAKER
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LEADING INDICATORS DEBT MARKET - 9 JANUARY 2023
Is the end of the tightening cycle near? UK natural gas prices have moderated; as a result, economists Debt margins have drifted out over the last quarter as a reflection of wider
expect inflation to be less pronounced than previously anticipated. Both Capital Economics and Oxford economic uncertainty and dislocation in the market. Source: Macrobond
Economics forecast UK inflation to slow and reach the Bank of England’s 2.0% target by 2024 meaning the cON . < S
Bank of England could be close to the end of its tightening cycle; albeit reluctant to cut rates this year SONIA/EURIBOR Swap Rates (3/5 Year)
unless the anticipated recession is deeper than currently expected. —3yr SONIA —5yr SONIA —3yr EURIBOR —5yr EURIBOR

6
Strong lending on UK CRE. Net lending increased for the third consecutive month in November 2022,

5
at just over £1.0 billion, the strongest rise in commercial property lending since December 2021. However,

there will be affordability challenges due to the elevated all in cost of debt. Today’s lending arena is 4 i%f:j:
different to the GFC because of a broad range of bank and non-bank lenders providing a depth of liquidity p ,m
that didn’t exist in 2008 / 09. While non-bank lenders are relatively untested through more challenging §2.91%
conditions, capital remains waiting in the wings to deploy through non-bank lending over 2023. 2

UK labour markets shows signs of softening. Job vacancies fell for the sixth consecutive quarter to
1.2 million in November. While the OBR forecasts unemployment to peak at 4.9% in Q4 2024, this is below
the 6.8% long term average at 7.9% GFC peak. Despite the slightly softer labour market outlook, office
leasing demand remains relatively healthy. In London, for example, preliminary figures for Q4 2022 Jul  Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
outline almost 3 million sq ft of new office leases were agreed, just below trend levels of 3.1 million sq ft. 2021 2022

BONDS & RATES ESG Intelligence Lab

(o9/01/2023)

SONIA Rate 0.195% 2.186% 2.928% 3.427%
Bank of England Base Rate 0.25% 3.00% 3.50% 3.50%
5-year swap rates 1.464% 4.403% 4.014% 4.050%
COP27 — What it means for real estate Knight Frank’s annual assessment of operating
performance in the UK care home sector. The
10-year gilts redemption yield 1.23% 3.45% 3.11% 3.53% Weather and climate came under sharp focus as the market leading report includes analysis of

battle to reduce global carbon emissions continues. occupancy, fees and profitability on a regional basis.



mailto:lisa.attenborough@knightfrank.com
https://www.knightfrank.com/research/article/2022-11-18-cop-27-what-it-means-for-real-estate
https://emails.knightfrank.com/5H76-P66G-5172ED861F10F09E22CTAR7FA286EE1BB71B86/cr.aspx
mailto:lisa.attenborough@knightfrank.com
https://emails.knightfrank.com/5H76-P66G-5172ED861F10F09E22CTAR7FA286EE1BB71B86/cr.aspx
https://www.knightfrank.com/research/article/2022-11-18-cop-27-what-it-means-for-real-estate
https://www.knightfrank.com/research/report-library/care-homes-trading-performance-review-2022-9616.aspx
https://www.knightfrank.com/research/report-library/care-homes-trading-performance-review-2022-9616.aspx
mailto:lisa.attenborough@knightfrank.com
https://www.knightfrank.com/research/report-library/care-homes-trading-performance-review-2022-9616.aspx
https://www.knightfrank.com/research/report-library/care-homes-trading-performance-review-2022-9616.aspx
https://www.knightfrank.com/research/article/2022-11-18-cop-27-what-it-means-for-real-estate
https://www.knightfrank.com/research/article/2022-11-18-cop-27-what-it-means-for-real-estate

Prime Yield Guide — January 2023

Knight Frank Intelligence

This yield guide is for indicative purposes only '
and was prepared on 10 January 2023.

Knight
Frank

KEY RESEARCH

Future Gazing 2023
Covering the challenges of e-commerce and what the solutions may be,
our research examines the challenges and opportunities brought by
structural change in consumer demand and how real estate strategy is
being influenced far beyond the retail sector.

Knight Frank V&A

Did you know

In addition to valuing assets in the main property sectors and
having award winning teams in the Healthcare, Student and
Automotive sectors, Knight Frank also has expertise in :

*  Waste and Energy » Life Sciences

» Infrastructure » Income Strips
* Garden Centres *  Ground Rents
*  Film Studios » Trading assets
+  Serviced Offices *  Expert Witness
» Data Centres « IPOs

KEY CONT

ACTS

We like questions. If you would like some property advice , or want more information about our research, we would love to
hear from you.

Jeremy Tham

Partner — Valuation & Advisory - Head of Secured Lending
+44 20 7861 1769

Jeremy.Tham@KnightFrank.com

Simon Gillespie

Partner — Valuation & Advisory - Head of Central London
Valuations

+44 20 7861 1292

Simon.Gillespie@KnightFrank.com

Matthew Dichler

Partner — Valuation & Advisory
+44 20 7861 5224

Matthew.Dichler@KnightFrank.com

Emily Miller

Partner — Valuation & Advisory - Head of Investment
Fund Valuations
+44 20 7861 1769

Emily.Miller@KnightFrank.com

Chris Galloway

Partner — Valuation & Advisory - Head of Valuation
Business Development

+44 20 7861 1297
Chris.Galloway@KnightFrank.com

Will Matthews

Partner — Research - Head of Commercial
+44 20 3909 6842

William.Matthews @KnightFrank.com

Knight Frank Research
Reports are available at
knightfrank.com/research

Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range of clients worldwide including developers, investors,
funding organisations, corporate institutions and the public sector. All our clients recognise the need for expert independent advice customised to their specific
needs. Important Notice:© Knight Frank LLP 2022. This report is published for general information only and not to be relied upon in any way. Although high
standards have been used in the preparation of the information, analysis, views and projections presented in this report, no responsibility or liability whatsoever
can be accepted by Knight Frank LLP for any loss or damage resultant from any use of, reliance on or reference to the contents of this document. As a general
report, this material does not necessarily represent the view of Knight Frank LLP in relation to particular properties or projects. Reproduction of this report in
whole or in part is not allowed without prior written approval of Knight Frank LLP to the form and content within which it appears. Knight Frank LLP is a limited
liability partnership registered in England with registered number OC305934. Our registered office is 55 Baker Street, London, W1U BAN, where you may look

at a list of members' names.


mailto:Emily%20Miller%20%3cEmily.Miller@knightfrank.com%3e
mailto:Emily%20Miller%20%3cEmily.Miller@knightfrank.com%3e
mailto:Chris%20Galloway%20%3cChris.Galloway@knightfrank.com%3e
mailto:Chris%20Galloway%20%3cChris.Galloway@knightfrank.com%3e
mailto:Chris.Galloway@KnightFrank.com
mailto:William%20Matthews%20%3cWilliam.Matthews@knightfrank.com%3e
mailto:William%20Matthews%20%3cWilliam.Matthews@knightfrank.com%3e
mailto:Jeremy%20Tham%20%3cJeremy.Tham@knightfrank.com%3e
mailto:Jeremy%20Tham%20%3cJeremy.Tham@knightfrank.com%3e
mailto:simon.gillespie@knightfrank.com
mailto:Simon.Gillespie@KnightFrank.com
mailto:Matthew%20Dichler%20%3cMatthew.Dichler@knightfrank.com%3e
mailto:Matthew%20Dichler%20%3cMatthew.Dichler@knightfrank.com%3e
mailto:Matthew%20Dichler%20%3cMatthew.Dichler@knightfrank.com%3e
mailto:Emily%20Miller%20%3cEmily.Miller@knightfrank.com%3e
mailto:Chris%20Galloway%20%3cChris.Galloway@knightfrank.com%3e
mailto:William%20Matthews%20%3cWilliam.Matthews@knightfrank.com%3e
https://www.knightfrank.com/research/report-library/future-gazing-2023-9825.aspx
mailto:Jeremy%20Tham%20%3cJeremy.Tham@knightfrank.com%3e
mailto:simon.gillespie@knightfrank.com
https://www.knightfrank.com/research/report-library/future-gazing-2023-9825.aspx

