Tomorrow
Real estate takes the long view

Even after a tough year, real estate investors are upbeat about the sector and
optimistic about its long-term prospects. But pragmatism about the market
correction has left many in a holding pattern, as they deal with their immediate
concerns and watch for the right opportunities. Our annual real estate report
reflects the views of 270 UK industry professionals and over 1,000 global
institutional investors.

The big picture

Despite a difficult year, we found But amid anxieties and
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On average, for the real assets in your portfolio, what do you expect the
annual returns to be over the next 12 months and in five years' time?
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This broadly positive

outlook is shared in many 73% believe the current correction
ways by UK professionals. in value is a good buy opportunity
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& However, they're more cautious than last year:
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Finance

There is general agreement that financing is getting harder in the short term.
87% of global investors say the instability of global banks might make access
to capital more difficult.

70% of UK respondents say it will
get harder to access debt in the
next 12 months

60% expect to see forced property sales
as a result of refinancing and debt issues

53% believe restrictions in the flow of
debt will lead businesses to seek
additional equity

48% anticipate a growth in the number
of owners in distress

Sustainability
Our survey results demonstrate the importance /__L

of sustainability in global real estate. |
|| (|
I
. | i —1| m:_?_,
98./0 of globalllnves.tors say an 56% rate it as =l
investment's environmental . e |
- very important == - uuu
performance is important =
= (I uuu
EE : "/\\ uuu g
- = =0 — N
mm |, \ oYy )
Virtually all investors (99%) believe environmentally HH |oo|= —_—— 2 ==
sustainable buildings are important, with 57% of —— |22 HBE =2
global investors and 69% of UK professionals ' olale : =] g B g BBb Ul .
describing them as very important = lanaa g E dlaog BEE o=
n n | [ n 1

achieved net zero in their real estate portfolios by the end of the decade

While 76% of global investors say their net zero strategy has been delayed by the
economy, for most this is only slight. Globally, around half of investors expect to have

In the UK, 63% of professionals expect their company to reach net zero by 2035.
However, they are less confident about the sector as a whole.

The real estate industry is:

Currently doing enough to achieve net zero by 2050
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B Currently doing enough to achieve net zero by 2040

B Currently doing enough to achieve net zero by 2030

Anticipating that the trajectory for Minimum Energy Efficiency Standards for UK commercial
properties will be C by 2027 and B by 2030 - 23% of UK professionals for whom this is an issue
will have to upgrade at least half of their portfolios by 2027. The skills and resources needed
may be in short supply, and a surge of older, unlettable properties could hit the market.

88% of global investors say the sector is keeping up with new technology.
However, only 50% of UK professionals agree - a dip from last year’s figure of 57%

Asset classes

Given the strong demand/supply imbalance, it is no surprise to
see ‘living’ asset classes taking four of the five top spots in the UK.

UK professionals: How appealing are the following asset classes?
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Student housing gains its highest ever
score since we started collecting data
this year, after dropping in the early

The private rented sector (PRS) is
on top, just ahead of residential,
? days of the pandemic

which topped last year's table

Conclusion

Real estate investors in the UK and globally have faced a tough year in 2022, with
many taking a cautious approach and waiting for the right opportunities to arise.
However, they remain confident about the sector and optimistic for the
coming years.
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Methodology: We polled over 1,000 institutional investors globally and 270 experts in the UK




