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Interest Rates and Intlation
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UK Real Estate Prime Yields
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Real estate yields have now
plateaued for a few years and
while they may still look
expensive relative to BBB
corporate bond yields or the
10 year gilt yield, there is
headroom relative to the

inflation-linked gilt yield.

The attraction of
inflation-linkage that you can
get from the rental growth of
certain real estate sectors is
attracting attention and
inflation-protection remains a
key priority for investors.
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The 10 year gilt yield remains
high but the worst fears about
the Budget did not materialise
and instead extra fiscal
headroom was announced. There
is scope for gilt yield reductions

going forward.

The restrictive environment
created by the Bank of England
from the high Bank Rate and
Quantitive Tightening looks like
It is now coming to an end. The
stock of government debt owned
by the Bank of England is
approaching pre-COVID levels
and there is also scope for the
Bank of England to stimulate the
economy if needed.
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A good guide to future returns is the
level of transaction activity. High
transaction volumes typically represent
strong confidence but this often leads to
weaker performance. Lower transaction
volumes tend to result in better returns
being achieved as the reduced
competition leads to more attractive

pricing.

Transaction levels remain muted and are
set to be delayed by the conflict in the
Middle East. Higher energy costs will
likely also lead to higher construction and
operating costs, whilst the expectation of
higher inflation and delayed Bank Rate
cuts has already driven a SObp increase in

the 10 year gilt yield.



Residential Rents (2014 = 100)
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Real House Prices in
the UK have
performed in line with
the Euro Area and
ahead of France and
ltaly — with Germany
underperforming the

most since 2021/2.

Real House Prices Rebased to Q1 2014
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Projected Population Growth 2024-40

One of the key differences between the UK and
the Euro Area has been stronger population
growth in the UK, which is expected to continue.
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Source: Moodys Analytics capital will help drive economic growth and help

deliver much needed housing supply.



Yields

We believe there is a material
opportunity for investors who can
unlock development funding and
create best in class assets that will
be attractive to both customers and

low cost of capital institutional
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“Specialist skills and long term relationships are required
to unearth the best opportunities and structure the
appropriate funding agreements with developers. It is also
necessary to have operational experience to deliver the
necessary customer experience; using design, technology
and hospitality skills. Financial expertise and data analytics
are also critical and over 30 years Moorfield has managed
to hone its approach across these disciplines to deliver
attractive returns to its investors.

This proven history and experience of managing real
estate through many cycles Is a critical feature to give
investors confidence in the current environment.”

Charles Ferguson-Davie

CEO and Chief Investment Officer



