
3.75%
The BoE has maintained the  
base rate at 3.75% through the 
first half of 2026, reflecting 
softer labour market 
conditions and easing 
underlying inflation 
pressures. While energy prices 
remain the key upside risk, 
tentative progress towards 
reopening the Strait of 
Hormuz could help alleviate 
near -term inflation concerns. 
Although markets continue to 
price in one further 25bp 
increase, the BoE's latest 
forecasts suggest scope for 
additional tightening remains 
limited.

5 UK LABOUR MARKET SOFTENS SLIGHTLY Equity Markets

subtitle

1.2%
UK regional growth prospects 
have improved following 
stronger -than -expected 
economic data in H1, 
suggesting regional 
economies have been more 
resilient to the recent energy 
price shock than initially 
feared. Oxford Economics 
now forecasts UK GVA growth 
of 1.2% in 2026 (+30bps), with 
London and Northern Ireland 
expected to outperform due to 
stronger labour markets and 
greater exposure to growth 
sectors. Manufacturing -led 
regions, however, continue to 
face headwinds from elevated 
energy costs and weaker 
industrial demand.

Equity Markets

subtitle

52.2
July's PMI data point to a 
rebound in activity heading 
into Q3, with the Composite 
PMI rising to 52.2 and the 
Services PMI returning to 
expansionary territory at 52.1, 
up from 48.8 in June. 
However, the outlook for H2 
remains more challenging, 
with inflation likely having 
passed its low point and 
Ofgem's 13% increase in the 
energy price cap set to add 
renewed upward pressure. 
Against this backdrop, a 
gradual moderation in growth 
over the coming months 
appears the more likely 
scenario.

THE UK IS NOW THE 2ND MOST ATTRACTIVE COUNTRY 

FOR COMPANY SHARES

Equity Markets

subtitle

Leading 
Indicators
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Signs of resilience, scope for caution

Business activity rebounds heading into Q3, but a softer H2 remains likely
S&P Global  UK  Purchasing Managers Index

Source: Knight Frank Insight, Oxford Economics

Source: Knight Frank Insight, S&P Global

Source: Knight Frank Insight, Oxford Economics

UK regions see 2026 GVA and employment outlooks upgraded -  a sign of 
resilience?
GVA and Employment Growth, 2026 (% y/y)

We still expect the BoE to maintain a holding bias over further rate 
increases
Interest R ate F orecasts (% )
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Equity markets

Price return index, Jan 2020 = 100, US$

Source: Knight Frank, Macrobond

Equity regional sectors

Price return index percentage change since Jan 2020

US                 Europe               Emerging Markets

REITs by region

EPRA/NAREIT total return index, Jan 2020 = 100, US$

UK REITs by sector

UK EPRA gross total return index, Jan 2020 = 100, GBP£

US Europe World

Percentage change sinceLastIndex, total return Percentage change sinceIndex, total return
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Source: Knight Frank, Macrobond

Government bond yields

10 year  government bond yields, %
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Swap curves

Latest swap curves vs one year ago, % 

One year ago

US     UK     Euro Area      Japan

Today

US     UK     Euro Area      Japan

Source: Knight Frank, Macrobond

Yield curves

Latest nominal yield curves vs one year ago, % 

One year ago

US      UK      Germany      S. Korea

Today

The yield curve is an indication of the 
risk -free rate at different maturities

US      UK      Germany      S. Korea

Interest rate swaps

5 year  swap rates, %

1 day 1 week 1 month Jan ‘20Last

Last 1 day 1 week 1 month Jan ‘20

Bonds & Rates
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Source: Knight Frank, Macrobond

Baltic Dry Index is a 
measure of what it 
costs to ship raw 
materials and is a 
leading indicator of 
global demand 

Baltic dry index

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

Baltic dry index

Energy

Oil spot prices, $ per barrel  

1 day 1 week 1 month Jan ‘20Last
Percentage change sinceLast

The CBOE VIX (“investor 
fear gauge”) is an indication 
of near term  S&P 500 stock 
price volatility based on 
underlying options 

Volatility index

Near term stock price volatility indicator

Systemic stress

Measures FX, money, sovereign and bond yield volatility

1 day 1 week 1 month Jan ‘20 1 week 1 month Jan’20Last Last

1 day 1 week 1 month Jan ‘20

1 day 1 week 1 month Jan ‘20Last 1 week 1 month Jan ‘20Last

Commodities & Volatility

Brent crude monitors the level of 
demand for raw materials and is a 
measure of economic activity. 

The CISS is an 
indicator of instability 
across the whole 
financial system 
(hence “systemic 
stress”)

YTD
YTD

YTD
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Source: Knight Frank, Macrobond
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Inflation and monetary policy

Currencies

Spot prices

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

1

Source: Knight Frank, Macrobond

AprMayJul Jun

Currencies & Monetary 
Policy



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

Recent research

UK Real Estate 
Navigator: Q2 2026

Explore the current 
trends in UK 
commercial real estate 
with the latest edition 
of our UK Real Estate 
Navigator, available 
now.

The London Series 
2026: A 
Compendium

Our compendium, 
bringing together all 
our insights and 
market views into one 
document, arrives at a 
time when the 
character –  rather 
than the direction –  of 
the market is 
changing.

From  Real  Estate  to Real  Assets : Infrastructure  in the  
spotlight

Traditional  commercial  real  estate  investors  are  widening  their  
universe  to real  assets,  with  infrastructure,  and  particularly  
energy,  moving  centre  stage .

View report

View report

Retail  Renaissance  2026

Retail  is  back,  but  it’s  still  tough  at  the  top . A  six -part  series  
exploring  the  reset  shaping  today’s  market .

© Knight  Frank  LLP  2026 . This  document  has  been  provided  for general  information  only and  must  not 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  document,  Knight  
Frank  LLP  does  not owe  a duty  of care  to any  person  in respect  of the contents  of this  document,  and  does  not accept  any  responsibility  or 
liability  whatsoever  for any  loss  or damage  resultant  from any  use  of, reliance  on or reference  to the contents  of this  document . The  content  
of this  document  does  not necessarily  represent  the views  of Knight  Frank  LLP  in relation  to any  particular  properties  or projects . This  
document  must  not be  amended  in any  way, whether  to change  its  content,  to remove  this  notice  or any  Knight  Frank  LLP  insignia,  or 
otherwise . Use  of our data  on AI platforms,  for AI training  or machine - learning  purposes  is  strictly  prohibited . Reproduction  of this  document  
in whole  or in part is  not permitted  without the  prior written approval  of Knight  Frank  LLP  to the  form and  content  within which  it appears .
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