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Source: Columbia Threadneedle Investments, JLL and MSCI Monthly UK Property Index, as of 31 December 2025. Opinions, estimates, forecasts, projections 
and statements of financial market trends are based on market conditions at the date of the publication, constitute our judgment and are subject to change without 
notice. There can be no guarantee they will be met. Provided for information only, not to be construed as investment recommendation or advice. Past 
performance is not a guide to future returns. Capital is at risk and investors may not get back the original amount invested. Not all investment ideas 
are suitable for all investors. 

For professional investors only 

Welcome to Columbia Threadneedle Investments’ concise quarterly snapshot of 
current real estate market trends, using transparent market data to summarise 
key implications for asset allocation and performance prospects.

Capital market context:
MSCI Monthly UK Property Index - income, capital and total returns

£ %Finance:
5-year Gilt: 3.9%
5-year Swap: 3.7%

Real estate:
NIY: 5.2%
EQV: 6.9%

Spread: 3.1%
(5-year Gilt to EQV)
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Monthly income
Capital appreciation
Total return

Talking points:
 The Bank of England cut rates by a quarter point to 3.75% in December as it looked to boost a weakening 

economy, rising unemployment and sticky services inflation. Two 25bp rate cuts are anticipated in 2026.

 Inflation rose to 3.4% in December after reaching an eight-month low of 3.2% in November. This is expected 
to be temporary and inflation should continue its downward trend – but is likely to remain above the 2% target.

 Geopolitics do not appear to be deterring financial markets as uncertainty becomes more part of the “new 
normal” operating environment. The FTSE reached its highest level ever in January 2026.



2

For Professional Investors only

State of the market:
Key sector metrics as of 31 December 2025

Talking points:
 UK real estate delivered another solid total return of 7.1% in 2025* (versus 7% in 2024*), supported by 

positive rental growth across sectors and geographies.

 The legacy poor perception of real estate is being challenged by these positive performance data, and the 
expectation is that more international capital will return to the market over the course of 2026.

 Rental growth continues to surprise on the upside – while accelerating across offices and retail it is stable in 
other sectors. Although industrial market rental growth is slowing, it remains above the pre-Covid average.

Outlook in one line:

Investor sentiment is more positive heading into 2026 – reflecting both solid historic returns and 
improved confidence in forward-looking expectations of income-led growth (rather than assumptions 
underpinned by yield compression). We expect retail to be the standout sector this year, as capital 
returns at greater scale.

Source: Columbia Threadneedle Investments, *MSCI UK Monthly Property Index and **CBRE Prime Yields, all as of 31 December 2025 unless stated 
otherwise. MSCI UK Monthly Property Index Vacancy rate and Market Value Rental Growth (Alternatives data is unweighted average Hotels, Residential, 
Other), as of 31 December 2025. Opinions, estimates, forecasts, projections and statements of financial market trends are based on market conditions at the 
date of the publication, constitute our judgment and are subject to change without notice. There can be no guarantee they will be met. Provided for 
information only, not to be construed as investment recommendation or advice. Past performance is not a guide to future returns. Capital is at risk and 
investors may not get back the original amount invested. Not all investment ideas are suitable for all investors. 

Industrials Offices Retail Alternatives

Headlines

Rental growth 
remains positive but 

is tempered by 
vacancy rates 
trending up in 

pockets.

High quality stock 
still in demand with 
London leading the 
way. Repositioning 

opportunities gaining 
traction in lower 

grade properties.

Retail parks still 
interesting. Appetite 
for town centres and  
dominant regional 

shopping centres is 
growing, albeit on a 

selective basis.

Stronger demand for 
hotels in London 
and key regional 

centres, along with 
residential led by 

single family 
housing.

Vacancy*
(By Market Rent)

11.6% 22.6% 5.3% 2.4%

Rental 
Growth*
(Annualised)

4.7% 3.5% 1.9% 2.0%

Prime Yield 
Pricing**
(Net Initial Yield,
rack rented)

Logistics
5.25%

London 
(City) 
5.50%

Out-of-
town    
5.50%

Student         
5.25%

Multi-let         
5.00%

Regions         
6.50%

High 
street    
6.25%

Hotels        
6.25%

Allocation
Targeted allocation 
to sector based on 

bottom-up 
fundamentals.

Highly selective: 
favour urban centres 
with good amenities 

and accessibility.

Favour value-led 
retail offering 

resilient income with 
growth potential.

Favour strategic 
land and residential 

including student 
housing.
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About the Manager

Source: Columbia Threadneedle Investments, as of 30 June 2025, unless stated otherwise. Past performance is not a guide to future returns. 
Capital is at risk and investors may not get back the original amount invested. Not all investment ideas are suitable for all investors. 
1 - MSCI Monthly Digest – December 2025. 
2 - VisitBritain, Oxford Economics – Economic value of tourism in the UK - January 2026. 
3 - As of 30 June 2025. The numbers are for the European direct real estate team. 

Theme in focus: Leisure
Key statistics1:

House view:
 Over the 12 months to December 2025 the leisure sector delivered a total return of 6.4%, ahead of the 3.1% in the 

previous 12 months. The performance was underpinned by a robust income return of 8.2% (high yield rather than 
growth), significantly outperforming the all-sector value of 5.7%.1

 Inbound visits to the UK increased by 5% in 2025, generating an estimated £33.7 billion in visitor spending. Inbound 
tourism is expected to rise by 32% between 2024 and 20302 and underscores the long-term demand profile for 
leisure assets.

 The market is navigating complex changes, with consumer spending showing resilience despite a persistent inflation-
adjusted cost-of-living squeeze. While there has been a tightening in overall discretionary spending, some sectors 
such as culture, sports and fitness are thriving. Experiential, high-quality and wellness-focused leisure experiences 
are driving growth.

We invest at scale3

71
Investment 

professionals

850+
Properties 

12,500+
Tenancies 

$

Columbia Threadneedle Investments manages a diverse European platform with a team of property experts operating from 
offices in the UK, Germany and France. We are an experienced, dynamic and responsible manager, active across the full 

risk / return spectrum of the market, focused on delivering strong, consistent returns for clients. 

€13.8bn
AUM

Next quarter: Retail Parks
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European Direct Real Estate Holdings

European Direct Real Estate Offices 

Columbia Threadneedle 
Investments Offices

The Exchange, Aylesbury

Dec 2024 Dec 2025

Vacancy rate 5.4% 6.2%

Annual Income Return 8.4% 8.2%

Annual Total Return 3.1% 6.4%
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For use by professional clients and/or equivalent investor types in your jurisdiction (not to be used with or 
passed on to retail clients)
This document is intended for informational purposes only and should not be considered representative of any 
particular investment. This should not be considered an offer or solicitation to buy or sell any securities or other 
financial instruments, or to provide investment advice or services. Investing involves risk including the risk of loss of 
principal. Your capital is at risk.  Market risk may affect a single issuer, sector of the economy, industry or the market 
as a whole. The value of investments is not guaranteed, and therefore an investor may not get back the amount 
invested. International investing involves certain risks and volatility due to potential political, economic or currency 
fluctuations and different financial and accounting standards. The securities included herein are for illustrative 
purposes only, subject to change and should not be construed as a recommendation to buy or sell. Securities 
discussed may or may not prove profitable. The views expressed are as of the date given, may change as market or 
other conditions change and may differ from views expressed by other Columbia Threadneedle Investments 
(Columbia Threadneedle) associates or affiliates. Actual investments or investment decisions made by Columbia 
Threadneedle and its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the 
views expressed. This information is not intended to provide investment advice and does not take into consideration 
individual investor circumstances. Investment decisions should always be made based on an investor’s specific 
financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be suitable for all 
investors. Past performance does not guarantee future results, and no forecast should be considered a guarantee 
either. Information and opinions provided by third parties have been obtained from sources believed to be reliable, but 
accuracy and completeness cannot be guaranteed. This document and its contents have not been reviewed by any 
regulatory authority.
In UK: Issued by Threadneedle Asset Management Limited, No. 573204 and/or Columbia Threadneedle Management 
Limited, No. 517895, both registered in England and Wales and authorised and regulated in the UK by the Financial 
Conduct Authority.
In the EEA: Issued by Threadneedle Management Luxembourg S.A., registered with the Registre de Commerce et 
des Sociétés (Luxembourg), No. B 110242 and/or Columbia Threadneedle Netherlands B.V., regulated by the Dutch 
Authority for the Financial Markets (AFM), registered No. 08068841.
In Switzerland: Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, 
Switzerland.
In the Middle East: This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is 
regulated by the Dubai Financial Services Authority (DFSA).  For Distributors: This document is intended to provide 
distributors with information about Group products and services and is not for further distribution. For Institutional 
Clients: The information in this document is not intended as financial advice and is only intended for persons with 
appropriate investment knowledge and who meet the regulatory criteria to be classified as a Professional Client or 
Market Counterparties and no other Person should act upon it.
In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-07, Winsland 
House 1, Singapore 239519, which is regulated in Singapore by the Monetary Authority of Singapore under the 
Securities and Futures Act (Chapter 289). Registration number: 201101559W. This advertisement has not been 
reviewed by the Monetary Authority of Singapore.
In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港有限公司. Unit 3004, 
Two Exchange Square, 8 Connaught Place, Hong Kong, which is licensed by the Securities and Futures Commission 
(“SFC”) to conduct Type 1 regulated activities (CE:AQA779). Registered in Hong Kong under the Companies 
Ordinance (Chapter 622), No. 1173058.
In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 027 414.  TIS is 
exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cth) 
and relies on Class Order 03/1102 in respect of the financial services it provides to wholesale clients in Australia. This 
document should only be distributed in Australia to “wholesale clients” as defined in Section 761G of the Corporations 
Act.  TIS is regulated in Singapore (Registration number: 201101559W) by the Monetary Authority of Singapore under 
the Securities and Futures Act (Chapter 289), which differ from Australian laws.
This document may be made available to you by an affiliated company which is part of the Columbia Threadneedle 
Investments group of companies: Columbia Threadneedle Management Limited in the UK; Columbia Threadneedle 
Netherlands B.V., regulated by the Dutch Authority for the Financial Markets (AFM), registered No. 08068841.
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of 
companies. © 2026 Columbia Threadneedle. All rights reserved.
columbiathreadneedle.com            1.26 | CTEA8738615.1
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