
5 .2%
Today’s labour market data 
showed UK unemployment 
rising to 5.2% in the final 
quarter of 2025, the highest 
since the pandemic. 
Combined with slowing wage 
growth and GDP of just +0.1% 
last quarter, the data 
strengthens the case for a BoE 
rate cut in March as domestic 
price pressures ease. Markets 
are now pricing in two rate 
cuts for 2026, taking the UK 
base rate to 3.25% by year -end, 
broadly in line with our house 
view. As always, a lower -rate 
environment remains 
supportive for UK CRE, which 
should help to unlock 
transaction activity ahead.

5 UK LABOUR MARKET SOFTENS SLIGHTLY Equity Markets
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4.37 %
UK gilt yields have extended 
their downward trend since 
the November budget. The 
10-year yield is now near 
4.37%, while the 30 -year at 
5.17% - back to levels seen at 
the start of the year. This has 
occurred against a backdrop 
of leadership uncertainty 
within the Labour Party, yet 
markets have remained calm, 
and gilt yields have shown 
minimal volatility compared 
with past episodes of political 
disruption.
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33%
Until around 2010, UK gilts 
were largely held by insurers 
and pension funds. The BoE 
became the dominant holder 
after the GFC through its QE 
programme, but ownership 
has since shifted towards 
overseas investors and a rise in 
non -bank financial 
institutions. Overseas 
investors now hold the largest 
share of UK gilts (33% as of Q3 
2025).Whilst these investors 
tend to adjust allocations more 
actively, the continued 
presence of overseas capital 
reflects the degree of 
confidence global investors 
place in the UK - something 
often overlooked amid the 
more cautious sentiment 
found domestically.

THE UK IS NOW THE 2ND MOST ATTRACTIVE COUNTRY 
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Softer signals point to a clearer path for 
inflation and interest rates, as gilts calm

Overseas Investors quiet bet on Britain …
Distribution of Gilt Holdings (£bn)

Source: Knight Frank Insight, Macrobond

Source: Knight Frank Insight, DMO

Source: Knight Frank Insight, ONS

Meanwhile, UK borrowing costs have eased since the November Budget
UK Government Bond Y ields (%)

Softer macro  signals  cement rate cut  expectations
UK Unemployment Rate (%)
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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
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Government bond yields

10 year  government bond yields, %
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Swap curves

Latest swap curves vs one year ago, % 
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Today
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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
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Interest rate swaps

5 year  swap rates, %
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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
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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”)
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Inflation and monetary policy
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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: Q3 
2025

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

The Tech for Good 
Series 2025

Designing for 
Innovation: Making 
Healthcare Real 
Estate Tech -Ready.

The  London  Series  Insight  1: Time  – The  Compression  
Effect

Our  first  paper  in  The  London  Series  2026  explores  the  London  
office  market  through  the  lens  of  time .

Time  is  one  of  four  variables  in  the  London  Equation,  our  
framework  for  understanding  how  the  city  competes .

View report

View report

Active  Capital  2026

Knight  Frank’s  Active  Capital  Survey  2026  captures  the  views  
and  investment  intentions  of  119 of  the  world’s  largest  global  real  
estate  investors,  tracking  $144 bn  of  capital . We combine  
data -driven  market  analysis  with  unique  investor  insight  to 
reveal  the  latest  intelligence  on  how  capital  is  being  deployed  
worldwide  and  what’s  coming  next .

© 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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