
3.4 %
UK inflation edged higher to 
3.4% in December from 3.2% 
in November, its first increase 
in five months, though this is 
expected to be temporary. The 
Bank of England expects 
inflation to return towards its 
2% target by Q2, supported by 
measures in Chancellor 
Rachel Reeves’ budget, 
including energy bill cuts and 
a rail fare freeze. With 
inflation set to ease, the policy 
backdrop is becoming 
increasingly supportive of 
further rate cuts in 2026, 
which should help unlock 
demand and support activity 
ahead.

5 UK LABOUR MARKET SOFTENS SLIGHTLY Equity Markets

subtitle

$5,130
Gold has surged to record 
highs in early 2026, rising 
above $5,000 per troy ounce 
and up +16% year -to-date, as 
investors seek safety amid 
heightened global 
uncertainty. A weaker US 
dollar, driven by concerns 
over widening deficits, 
alongside trade tensions and 
the fallout from the 
Greenland crisis have 
reinforced the flight to safe -
haven assets, an environment 
that has typically been 
supportive of commercial real 
estate.

Equity Markets

subtitle

53.9
UK business activity 
strengthened in January, with 
the S&P Global Composite 
PMI rising to 53.9, its highest 
level in 21 months. The 
services sector continued to 
gain momentum, with the UK 
Services PMI increasing to 
54.3, marking its ninth 
consecutive month of 
expansion, while the UK 
Manufacturing PMI rose to 
51.6. Together, these 
indicators point to firmer 
domestic momentum despite 
ongoing geopolitical 
headwinds.

THE UK IS NOW THE 2ND MOST ATTRACTIVE COUNTRY 

FOR COMPANY SHARES 

Equity Markets

subtitle

Leading 
Indicators
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Pockets of resilience in an uncertain backdrop

Domestic  momentum strengthening 
S&P Global UK Purchasing Managers Index

Source: Knight Frank Insight, Macrobond

Source: Knight Frank Insight, Macrobond, S&P

Source: Knight Frank Insight, ONS, Bank of England, Bloomberg

Safe - haven demand remains firm
Gold price ($ per  troy  ounc e)

Inflation expected to ease back towards 2% target this year
UK CPI forecasts (%  change YoY )
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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£
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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, %
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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
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Inflation and monetary policy
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Currencies
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Hedging benefits
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1. Australia Inflation rate is only available on a quarterly basis. 
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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.

(Y)OUR  SPACE

Welcome  to the  fourth  edition  of  (Y)OUR  SPACE —Knight  
Frank’s  global  research  campaign  that  explores  the  forces  
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 .

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  2025 . 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 . 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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