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Fiscal caution, softer labour market and signs
of improving inbound capital

£1.3trn

Speculation is building ahead
of the November Budget, with
markets watching closely for
signs of fiscal discipline and a
commitment to stability. A
cautious approach could help
anchor inflation expectations
and rebuild confidence in the
UK’s fiscal outlook. Greater
credibility may, over time,
reduce risk premia on
government bonds and
improve financing conditions,
supporting broader investment
activity. The OBR expects total
tax receipts to reach around
£1.3 trillion by 2029-30, with
income tax, NICs and VAT
accounting for roughly three-
quarters of total revenue.

5.0%

The UK unemployment rate
edged up to 5.0% in the three
months to September, from
4.8% previously, and above
expectations of 4.9%. Private
sector wage growth, closely
monitored by the Bank of
England for signs of labour
market tightness, slowed to
4.2%, the weakest pace since
early 2021. The data

the labour market

some heat, with markets now
pricing in an 80% chance of a
December rate cut, up from
68% a day earlier.

£5.9bn

The UK remains the leading
destination for international
capital YTD, with London
holding its position as the
world’s top metro market.
Inbound investment into UK
commercial real estate
reached £5.9 billion in Q3, up
+16% from Q2 2025 and +53%
higher year-on-year. US
inflows rose +19% quarter-on-
quarter, while capital from
Germany (+3,573%),
Singapore (+303%), and Spain
rengthened,

toward safe-haven markets.

UK Budget Preview: Fiscal discipline and tax mix in focus
Forecast composition of UK tax revenue (2029-30), £bn

Other indirect taxes

Corporation tax

Income tax

NICs
VAT

Property taxes

Other taxes

Capital taxes

(=]
o
o

100 150 200 250 300 350 400

Source: Knight Frank Insight, ONS, IFS

Cooling labour market strengthens case for BoE rate cut
UK unemployment rate, %
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Signals of improving inbound activity
Inbound investment volumes in UK commercial real estate, £bn
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Equity markets Equity regional sectors
Price returnindex, Jan 2020 = 100, US$ Price return index percentage change since Jan 2020
— FTSE 250 — S&P 500 — STOXX 600 — Hang Seng Bus M curope Emerging Markets
250
225
200 200
175
150
150
125 lee
100
50
75
50 0
Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul Jan Jul
2020 2021 2022 2023 2024 2025 =
Tech Financials Industrials Real Estate

Source: Knight Frank, Macrobond
Source: Knight Frank, Macrobond

Index Last Percentage change since '

Original value and base 1day 1week 1month Jan ‘20 YTD% Perg:ntage Ch:uf:g:esmce Jan\l%(())r?(?

DAX 30 10,365 10 01 29 56.6 306 Tech 219.2% 80.4% 145.6%

FTSE 250 28,890 0.7 -08 17 -03 116 Financials 691% 17.9% 17.8%

Hang Seng 3434 18 20 -01 -51 329 Industrials 93.7% 85.5% 29.3%

IBEX 35 18,686 05 10 36 744 549 Real Estate -0.7% -54.2% -59.0%

MIB 50,688 20 17 23 925 429

S&P 500 6,832 17 -01 14 1.5 16.2

STOXX 600 661 0.9 0.2 00 47 252

TOPIX 22 01 -03 13 366 216

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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Index, total return  Last Percentage change since Index, total return  Last Percentage change since
Original value and base lday 1week 1month Jan ‘20 YT"; Original value and base 1day 1week 1month  Jan ‘20 Y"l)'/D
(/] (]
us 2,953 13 1.2 17 236 405 All REITs 832 04 27 73 -187 120
Europe 2,419 04 1.6 39 -152 2422 Office 1,480 -01 09 40 -501 12
World 3,612 1.0 0.9 15 124 884 Industrial 1,321 04 38 105 6.5 151
Asia Pacific 3462 03 -07 -02 -118 873 Retail 65 03 7 42 -819 122
Healthcare 2,212 13 43 89 -25 281
Residential 929 05 05 -54 -391 -15.9

FTSE 250 20,165 03 -08 -0.2 183 9.9
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Government bond yields
10 year government bond yields, %
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Last 1day 1week 1month Jan ‘20

Italy 340 340 3.39 347 140
Japan 1.70 1.68 1.66 169 -003
Singapore 1.95 1.95 1.94 182 174
UK 452 452 447 473 0.74
us 413 413 410 4.05 1.92

Interest rate swaps
S year swap rates, %
— US — UK — Eurozone — Japan
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Last 1day 1week 1month Jan 20

Eurozone 237 2.37 2.36 233 -013
Japan 1.26 1.25 1.24 1.20 0.03
UK 3.89 3.89 3.88 406 0.88

us 3.67 361 368 3.57 170

Yield curves
Latest nominal yield curves vs one year ago, %
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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
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Last Percentage change since
Last 1day 1week 1month Jan ‘20 YTD% 1day 1week 1month Jan 20 YTD
0,
Brent, $ per barrel 63.9 63.6 64.8 621 66.0 -14.6 Baltic D 7084 102 75 =52 917 10/;
WTI, $ per barrel 599 598 609 592 611 63 oY : ' : :
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)
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Last 1day 1week 1month Jan ‘20 YTD Last 1week 1month Jan ‘20
CBOE VIX 176 176 19.0 217 138 144 Systemic stress composite 0.094 onr 0.073 0.023
Euro Stoxx 50 VIX 18.5 18.5 18.6 19.6 14.0 8.76 Equity markets stress sub index 0.078 0.095 0.064 0.009
Nikkei VIX 321 337 327 301 14.8 4713 Bond markets stress subindex 0032 0033 0014 0.02
ORIF Wbt sy s P &R 147 8415 Fxmarketsstresssubindex 0024 0039 0021 0004
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Currencies Hedging benefits
Spot prices Hedging benefit p.a. on a 5 year forward
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Last 1day 1week 1month Jan“20 Last 1day 1week 1month Jan 20
EUR per GBP 1139 1137 1141 1149 1177 USD to EUR 148 142 148 140 232
KOR per GBP 1,914 1,923 1,882 1,894 1,525 USD to GBP -032 -037 -0.25 -062 112
USD per GBP 1.315 1.315 1315 1.330 1.321
USD per EUR 1158 1.158 1153 1161 1123

Inflation and monetary policy

Inflation rate (%) Interest rates (%) Asset purchasing
Oct Sep Aug Jul Last Jan 24 Latest($) 1m change (%)

Australia n/a 32 32 32 360 435 0.26tn -0.1
Canada n/a 24 1.9 17 2.25 5.00 170 bn -4.1
China 0.0 -0.5 -0.6 -0.2 4.35 4.35 6.61tn 1.8

Euro Area 21 2.2 2.0 2.0 215 450 718 tn 0.3
France 1.0 1.2 09 1.0 215 4.50 1.78 tn 17

Germany 23 24 23 2.0 215 450 266 tn -0.6
India n/a 1.5 21 1.6 5.50 6.50 488 bn 5.8
Italy 1.2 1.6 1.6 17 215 450 1.31tn 2.2
Japan n/a 29 2.7 31 0.50 -0.10 4521tn 0.2
Saudi Arabia n/a 2.2 2.3 2.2 450 6.00 515 bn -24
South Korea 24 21 17 21 2.50 3.50 406 bn 1.2

Spain n/a n/a 2.7 2.7 215 450 487 bn 0.2
Sweden n/a 0.9 11 0.8 1.75 4.00 98 bn -0.2
UK n/a 3.8 3.8 3.8 4.00 5.25 114 tn -0.7
uUs n/a 3.0 29 2.7 4.00 5.50 6.57 tn -0.3

1. Australia Inflation rate is only available on a quarterly basis. Source: Knight Frank, Macrobond
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(Y)OUR SPACE Healthcare Development Opportunities - 2025
Welcome to the fourth edition of (Y)OUR SPACE—Knight Knight Frank’s annual assessment of supply trends and
Frank’s global research campaign that explores the forces development prospects in the UK Care Home industry.

reshaping work, workplace, and the real estate strategies
evolving in response. In a world defined by disruption, this is
the occupier voice: clear, direct, and rooted in the realities of
corporate life.

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
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Innovation: Making trends in UK Nik Potter
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of our UK Real Estate Capital Markets Insight
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