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MARKET
SECTOR JUN-22 JuUL-22 AUG-22 SEP-22 OCT-22 SENTIMENT

City Prime (Single let, 10 years) 3.75% - 4.00% 3.75% 3.75% - 4.00% 4.00% 4.00% 4.25% +0.25% WEAKER

West End: Prime Core (Mayfair & St James's) 3.25% - 3.50% 3.25% 3.25% 3.25% 3.25% 3.50% +0.25% WEAKER

West End: Non-core (Soho & Fitzrovia) 3.75% - 4.00% 3.75% - 4.00% 3.75% - 4.00% 3.75% - 4.00% 4.00% 4.00% - 4.25% +0.25% WEAKER

Major Regional Cities (Single let, 15 years) 5.00% 4.50% - 4.75% 4.50% - 5.00% 4.75% - 5.25% 5.00% - 5.25% 5.25% - 5.50% +0.25% WEAKER

DQ':I Offices Major Regional Cities (Multi-let, 5 year WAULT) 5.75% - 5.00% 5.00% + 5.25% 5.25% - 5.50% 5.50% - 6.00% +0.25% WEAKER
7— T (Grade A) South East Towns (Single let, 15 years) 5.25% 5.00% 5.00% + 5.00% - 5.25% 5.25% 5.50% +0.25% WEAKER
South East Towns (Multi-let, 5 year WAULT) 6.50% 6.50% - 6.50% + 6.75% 6.75% - 7.00% 7.00% + +0.25% WEAKER

South East Business Parks (Single let, 15 years) 5.25% + 5.25% 5.25% + 5.50% 5.50% - 5.75% 5.75% - 6.00% +0.25% WEAKER

South East Business Parks (Multi-let, 5 year WAULT) 6.75% + 6.75% + 6.75% + 7.00% + 7.25% + 7.25% - 7.50% +0.25% WEAKER

Life Sciences (Oxford, Cambridge) 3.75% 3.75% 3.75% 3.75% 3.75% 4.00% +0.25% STABLE

Prime Distribution/Warehousing (20 years [NIY], fixed/indexed uplifts) 3.25% - 3.00% 3.25% 3.50% 3.50% - 3.75% 3.75% + +0.25% WEAKER

Prime Distribution/Warehousing (15 years, OMRRs) 3.75% 3.50% 3.75% 4.00% 4.00% - 4.25% 4.25% + +0.25% WEAKER

Warehouse & Secondary Distribution (10 years, OMRRs) 4.25% - 4.00% 4.25% 4.50% 4.50% - 4.75% 4.75% + +0.25% WEAKER
Industrial Space South East Estate (excluding London & Heathrow) 3.50% 3.25% - 3.50% 3.50% - 3.75%  3.75% - 4.00% 4.00% 4.00% - 4.25% +0.25% WEAKER
Good Modern Rest of UK Estate 4.00% 3.50% - 3.75% 3.75% - 4.00% 4.00% - 4.25% 4.25% - 4.50% 4.50% - 4.75% +0.25% WEAKER

Secondary Estates 5.00% - 5.25% 4.75% - 5.25% 4.75% - 5.50% 5.00% - 5.50% 5.25% - 5.75% 5.50% - 6.00% +0.25% WEAKER

Car Showrooms (20 years with fixed uplifts & dealer covenant) 5.50% 5.00% 5.00% + 5.00% - 5.25% 5.25% 5.50% +0.25% WEAKER

Budget Hotels London (20 years, 5 yearly RPI/ CPI uplifts) 3.50% 3.25% 3.25% 3.25% 3.25% - 3.50% 3.75% - 4.00% +0.50% WEAKER

Budget Hotels Regional (20 years, 5 yearly RPI / CPI uplifts) 4.00% 3.75% 3.75% 3.75% - 4.00% 4.00% 4.25% - 4.50% +0.50% WEAKER

Student Accommodation Prime London (Direct Let) 3.75% 3.75% - 3.50% 3.50% 3.50% 3.50% - 3.75% +0.25% WEAKER

. Student Accommodation Prime Regional (Direct Let) 5.25% - 5.00% - 4.75% - 5.00% 4.75% - 5.00% 4.75% - 5.00% 5.00% - 5.25% +0.25% WEAKER
gpecmhst Student Accommodation Prime London (25 years, Annual RPI) 3.25% 3.00% 3.00% 3.00% - 3.25% 3.25% 3.50% - 3.75% +0.50% WEAKER
Celol Student Accommodation Prime Regional (25 years, Annual RPI) 3.50% 3.25% 3.25% 3.25% - 3.50% 3.50% 3.75% - 4.00% +0.50% WEAKER
Healthcare (Elderly Care, 30 years, 5 yearly indexed linked reviews) 3.50% 3.25% 3.25% 3.25% - 3.50% 3.25% - 3.50% 3.75% - 4.00% +0.50% WEAKER

Data Centres (Operational) 4.50% 4.00% - 4.00% - 4.00% 4.00% 4.00% STABLE

Data Centres (Leased, 20 years, Annual Indexation) 4.50% 4.00% 4.00% 4.00% + 4.00% + 4.00% + WEAKER

Income Strip (50 years, Annual RPI/CPIH+1%, Annuity Grade) 2.25% 2.00% 2.25% - 2.50% 2.50% 2.50% + 3.50% +1.00% WEAKER

Your partners in property.
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SECTOR

Bond Street

X Oxford Street
High Street

Retail

Prime Towns (Oxford, Cambridge, Winchester)

Regional Cities (Manchester, Birmingham)

Good Secondary (Truro, Leamington Spa, Colchester etc)

2.75%
3.50% +
6.50%
6.50% +

8.25% - 8.50%

JUN-22

2.75%
3.50%
6.25%
6.50%
8.25% - 8.50%

Shopping Regional Scheme 8.50% 7.50%

Centres Sub-Regional Scheme 9.00% 8.50%

(sustainable Local Scheme (successful) 10.00% 9.00%

mcome) Neighbourhood Scheme (assumes <25% of income from supermarket) 9.50% - 9.75% + 9.00% - 9.25%
Open Al (essential retailers) 6.00% - 4.75%
Secondary Open Al Parks 7.50% - 6.00%
Bulky Goods Parks 6.00% - 4.75%

ut of Town

Retail Secondary Bulky Goods Parks 7.50% - 6.00%
Solus Open A1l (15 year income) 5.25% 4.75% -
Solus Bulky (15 year income) 5.25% 4.75% -

Major Annual RPI Increases [NIY] 3.50% 3.25% - 3.50%

FOOdStOI'eS Open Market Reviews 4.25% 4.00%

) Prime Leisure Parks 7.00% + 7.00% +

Leisure :

Secondary Leisure Parks 8.00% + 8.00% +

JUL-22

2.75% +
3.50% +
6.25%
6.50%
8.25% - 8.50%

7.50%

8.50%

9.00%
9.00% - 9.25%

4.75%
6.00%
4.75%
6.00%
4.75%
4.75%

3.50%
4.00%

7.00% +
8.00% +

AUG-22

2.75% +
3.50% +
6.25%
6.50%
8.25% - 8.50%

7.50%
8.50%
9.00% +
9.00% - 9.25%

4.75% - 5.00%
6.00% - 6.25%
4.75% - 5.00%
6.00% - 6.25%
4.75% +
4.75% +

3.50% - 3.75%
4.00% +

7.00% +
8.00% +

SEP-22

2.75% +
3.50% +
6.25%
6.50%
8.25% - 8.50%

7.50%

8.50%

9.25%
9.00% - 9.25%

5.00%
6.25%
5.00%
6.25%
5.00%
5.00%

3.75% - 4.00%
4.25% - 4.50%

7.00% +
8.00% +

Click here to view previous data

OCT-22

2.75% +
4.00%
6.25% +
6.50% +
8.50%

7.50% - 7.75%
8.75%
9.50%

9.25% - 9.50%

5.25%
6.50%
5.25%
6.50%
5.25%
5.25%

4.00% - 4.25%
4.75% - 5.00%

7.00% +
8.25% +

1 MONTH
CHANGE

+0.50%
+
+

+0.25%

+0.25%
+0.25%
+0.25%
+0.25%

+0.25%
+0.25%
+0.25%
+0.25%
+0.25%
+0.25%

+0.25%
+0.50%

+0.25%

MARKET
SENTIMENT

WEAKER

WEAKER
WEAKER
WEAKER
WEAKER

WEAKER
WEAKER
WEAKER
WEAKER

WEAKER
WEAKER
WEAKER
WEAKER
WEAKER
WEAKER

WEAKER
WEAKER

WEAKER
WEAKER
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LEADING INDICATORS

Sterling reverses back to pre-’mini-budget’ levels: Sterling has appreciated from a record low of
$1.03 last week, back to $1.14, last seen two weeks ago. However, sterling is set to remain sensitive for now.
The risk free rate has also seen improvement, with the UK 10-year gilt yield. The yield gap between the UK
All Property yield and the 10-year gilt yield is currently 1.26%. However, in the run up to the GFC, the yield
gap hit a low of -0.7%. UK 30-year gilts peaked at 5.08% last week and have since compressed following the
Bank of England announcement about new quantitative easing over a two week period for 20+ year
maturities. 5-year SONIA swap rates have also moderated since pealing at 5.4%.

Signs of elevated systemic stress across the Euro area & UK: The Russia/Ukraine crisis, damage
to Nordstream 1 and 2 pipelines and market volatility in the UK following the UK's mini-budget
announcement last week led to a regional increase in the ECB's new composite indicator of systemic stress
(New CISS). The Euro area New CISS is currently the highest since March 2020 (0.61) and the UK's stress
indicator reached the highest level since April 2009 (0.56), albeit markedly lower than the GFC peak of
0.93 and pandemic peak of 0.70. US levels remain relatively low at 0.26.

‘What is the outlook? The UK base rate is now forecast to average 5.0% in 2023, before moderating to

3.25% by Q4 2024, according to Capital Economics. Money market expectations for base rates for 2023
have come in over the week from an expectation of rates peaking at 6+% net year to below 5.5% currently.

BONDS & RATES

(05/10/2022)

SONIA Rate 0.125% 0.939% 1.691% 2.187%

Bank of England Base Rate 0.10% 1.00% 1.75% 2.25%
5-year swap rates 1.115% 2.627% 3.770% 5.079%
10-year gilts redemption yield 1.06% 2.13% 2.92% 4.01%

DEBT MARKET — 7 OCTOBER 2022

Debt margins have started to drift out over the last quarter as a reflection of wider

economic uncertainty and dislocation in the market. Source: Macrobond
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ESG: 6 lessons Intelligence Lab

Michael Connolly considers how the budget
announcement will impact business sentiment
and if it could stimulate growth.

Liam Bailey considers the big implications of the
mini-budget on potential parity for USD:GBP,
SDLT, Mortgage rates and online retail.
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KEY RESEARCH KEY CONTACTS

Knight Frank’s flagship capital markets research programme,
Active Capital, will guide you through the complexities and
challenges of global real estate, whilst highlighting the
opportunities that lie ahead over the next 18 months.

Watch the launch on-demand

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 :

Jeremy Tham

Partner — Valuation & Advisory - Head of Secured Lending
+44 20 7861 1769
Jeremy.Tham@KnightFrank.com

Richard Booth

Partner — Valuation & Advisory - Head of Corporate &
PropCo Funds

+44 20 7861 1294

Richard.Booth@KnightFrank.com

Matthew Dichler

Partner — Valuation & Advisory
+44 20 7861 5224
Matthew.Dichler@KnightFrank.com

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

Emily Miller

Partner — Valuation & Advisory - Head of Investment
Funds

+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

*  Waste and Energy » Life Sciences

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

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.
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