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Property Fund Market Environment 

The impact of ongoing global tari  negotiations initiated by US announcements in April and the impact of tax increases in play, 
and anticipated, leads to the expectation that, while Q1 growth showed promise ahead of expectation, it is anticipated that 
business sentiment in the UK will be impacted as growth expectations are tempered. While the UK is not as directly a ected 
by higher US tari  rates, the wider global disruption they bring will likely influence the UK’s economic performance in the 
future. 

The inflation picture as defined by Annual Rate CPI, while declining in Q1 (from 3.0% to 2.6% Jan to Mar) has been more 
challenging as cost pressures have risen in Q2 (3.5% to 3.6% Apr – Jun)1. CPI therefore remains ahead of the Bank of England 
2% target. As above cost pressure both internal to the UK (minimum wage, salary and NI and utility costs) and external from 
materials, goods and supply chain pressures will test the economy as input cost pressures rise. 

On the fiscal policy side, the Bank of England reduced the base Rate from 4.5% (Feb ’25) to 4.25% in May2 and while 
consensus suggests further reductions towards a suggested 3.75% rate may follow, the persistence of inflation may delay the 
reduction to be announced beyond this calendar year. 

In the UK Real Estate markets performance has been primarily driven by income growth in the favoured sectors of industrial, 
hotel and residential. The lack of transactional evidence to support capital growth continues in a market that has seen 
subdued trading volumes. In addition, the ongoing polarisation trend of demand towards best-in-class assets (by occupiers 
and capital) further narrows the overall levels of market activity. 

Q2 Real Estate Investment volumes showed transactional activity totalled c £10Bn and c £21.9Bn for H13. While this is 18% 
below H1 2024, on a rolling year basis volumes have improved c 6%. C 72% of investment in the UK markets was domestic 
capital with the balance of foreign capital led by US money accounting for c 14% of the total. Industrial, o ice and hotel 
investment accounted for c50% of capital deployed with c 21% each placed into the industrial and o ice sectors 

Across the main sectors there has been stabilisation of values in the o ice sector where income is driving return o  rebased 
capital values. We are witnessing positive prospects in key sub sectors where the quality, locational, amenity and building 
specification are attracting healthy occupier “flight to quality” demand. 

In the industrial sector cost and operational pressures have dampened demand in certain areas and take up has slowed as 
occupiers seek to optimise their operations and cost base relative to customer demand and business volumes. Rental values 
are however protected to a certain extent for prime distribution assets as construction volumes have declined. All these 
factors have led to increased levels of interest and demand in smaller scale inner urban “last mile” buildings. 
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In the retail sector retail parks are showing the strongest performance and also dominating market activity with significant 
yield compression and a range of bidders looking to invest in the sector. This sector showed strong relative performance 
relative to the All Property MSCI index at 5.9% versus 2.1% in Feb 2025 (latest data available). For supermarkets however their 
challenges are represented by narrow margins being hit by cost and tax increases which has led all the major UK operators to 
make headcount reductions in advance of NI increases. 

In the living sector strong growth performance was apparent with ONS data showing 8.1% for the private rental sector in the 
year to Feb 2025. This exceeded both inflation (2.8%) and overall residential capital value growth (4.9%) rates over the period. 
In the Build to Rent (BtR) sector investment volumes rose 13% to c £5bn with one third of that in the Single-Family Home (SFH) 
sub sector. 

In the Purpose Built Student Sector Accommodation (PBSA) investor interest remains for this asset class around in-demand 
University cities. This is however a sector where careful consideration needs to apply as the potential impact of geo-political 
matters and visa restrictive policies are perils to international and cross border student demand. It is also the case that some 
senior institutions have now entered endangered territory as poor financial management coupled to volatility of demand, and 
thus income, are leading to the necessity of major cost reductions to remain viable. Even Russell Group institutions are now 
making rigorous revisions to their budget outgoings and future business plans to ensure their long-term viability. Further 
witness to this is current analysis that student take up of accommodation provided by seasoned operators in the sector are 
not yet at target levels for the forthcoming academic year. 

In summary there remains good reason to believe that UK real estate has the potential to continue to deliver outperformance 
going forward but there are increased levels of risk headwinds. To address this, greater precision of identification of sub sector 
areas of growth 
will be necessary, as will rigorous asset level business plan focus on value improvement and enhancement maintain tenant 
interest and rental growth prospects. 

The headwinds above will potentially lead to a muted H2 2025, but we are of the view this will also remain to be a period where 
good opportunities will be available to UK Main Fund to identify and secure new assets that will have the attributes required to 
support and deliver the funds return objectives in the long-term. 

1 ONS data June 2025 
2 Bank Of England Stats 
3 CBRE – UK Real Estate Investment Q2 2025 
4 MSCI data 
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Portfolio Performance Summary

The fund aims to outperform the UK Consumer Price Index (CPI) by 4% for each year on average over a 10-year period to provide growth 
in excess of inflation, net of all fees and expenses, including the calculation of the ACS Manager’s Annual Management Charge. Over the 
quarter the fund underperformed the benchmark by 1.29%, delivering a total return of 1.46% relative to the Benchmark return of 2.76%. 
The most significant proportion of the Funds’ performance was driven by income delivering 1.24% over the quarter, which was assisted by 
the 0.22% of capital return. The fund saw an increase is the average lot size from £16.2m last quarter to £17.09m this quarter with the 
purchase of 27-35 Mortimer Street, London for £48.25 million. There was an increase in the Vacancy rate in the portfolio from 3.7% to 
4.5%. The WAULT on the fund reduced from 10.8 years to 10.3 years. The changes in both metrics were again impacted by the recent 
acquisition of 27-35 Mortimer Street, London as the property has become the largest asset in the Fund but is also approximately 20% 
vacant and has a comparatively short WAULT of 3.82 years to expiry. 
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End of Period End of Period Key Statistics End of Period
Portfolio Portfolio Portfolio

Number of Properties 69 Net Investment 73.12£         Net Initial Yield (%) 4.84
Capital Value (£m) 1,179.20£   Total Purchase Expenditure 74.42£         Reversionary Yield (%) 5.71
Net Operating Income (£/m2) 60.90£         Improvement Expenditure 0.16£           Equivalent Yield (%) 5.81
Average Lot Size (£/m2) 17.09£         Development Expenditure 0.19£           Vacancy Rate (%) 4.5

Capital Receipts -£             Weighted Unexpired Lease Term (Years) 10.3
Total Sales Receipts 1.65-£           

Return Time Series Quarterly YTD & Annualized Returns

Total Return Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 YTD 12m 3yr 5yr 7yr 10yr ITD
Portfolio 1.98 1.59 1.46 1.46 5.12
Benchmark (CPI+4%) 2.04 1.65 2.76 2.76 6.58
Relative -0.05 -0.06 -1.29 -1.29 -1.46

Income Return Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 YTD 12m 3yr 5yr 7yr 10yr ITD
Portfolio 1.27 1.28 1.24 1.28 3.83

Capital Growth Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 YTD 12m 3yr 5yr 7yr 10yr ITD
Portfolio 0.72 0.31 0.22 0.31 1.26

Portfolio Profile Investment Activity (£m)
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Performance by Property Type
Avg capital 
Employed 

Weight Income Return Capital Growth
UK Real Estate Portfolio Benchmark Relative Portfolio Portfolio

Industrial 32.98 2.17 2.76 -0.58 1.18 0.99
Distribution Warehouses 15.98 2.21 2.76 -0.55 1.28 0.92
Retail Warehouses 14.96 1.94 2.76 -0.81 1.60 0.34
Office 7.92 -4.63 2.76 -7.38 1.25 -5.88
Retail 6.44 1.01 2.76 -1.75 1.44 -0.44
Other 6.11 2.17 2.76 -0.59 1.35 0.82
Residential 4.65 3.60 2.76 0.85 1.33 2.27
Supermarket 3.97 2.34 2.76 -0.41 1.50 0.84
Cash 2.73 1.18 2.76 -1.58 1.18 0.00
Hotel/Public House 2.20 3.53 2.76 0.77 1.62 1.91
Leisure 2.07 1.40 2.76 -1.35 1.57 -0.17

Total 100.00 1.46 2.76 (1.29) 1.24 0.22

Total Return
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Performance by Geography
Avg capital 
Employed 

Weight Income Return Capital Growth
UK Real Estate Portfolio Benchmark Relative Portfolio Portfolio

South East 42.38 2.22 2.76 -0.54 1.27 0.94
London 16.23 -0.88 2.76 -3.63 0.99 -1.87
West Midlands 9.84 2.25 2.76 -0.51 1.53 0.72
South West 9.31 0.99 2.76 -1.77 1.64 -0.65
Yorkshire and Humberside 7.12 2.16 2.76 -0.60 1.40 0.76
Cash 2.73 1.18 2.76 -1.58 1.18 0.00
East Midlands 5.25 2.70 2.76 -0.06 1.46 1.23
North West 3.55 2.09 2.76 -0.67 1.86 0.23
North East 2.77 1.46 2.76 -1.29 1.46 0.00
Rest of UK 0.81 1.26 2.76 -1.50 1.26 0.00

Total 100.00 1.46 2.76 (1.29) 1.24 0.22

Total Return
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Top Contributors

Weighted 
Contribution

Investment.Name Property Type Region Capital Value
Average Capital
Employed

Total
Return

Income
Return

Capital
Growth Absolute

Top 5 by Capital Value (£m) (%Last 3 months) (%q-o-q) (%q-o-q) (%q-o-q) (%q-o-q)

London, 27-35 Mortimer Street Office London 48.43 4.0% -4.97 0.33 -5.30 -0.20
Egham, Thorpe Industrial Park Industrial London 40.58 3.3% -1.25 1.15 -2.40 -0.04
Woking, Lion Retail Park Retail Warehouses South East 40.49 3.3% 1.46 1.49 -0.03 0.05
Newcastle Under Lyme, Wolstanton Retail Park. Retail Warehouses West Midlands 38.80 3.2% 1.68 1.68 0.00 0.05
Wakefield, Woolley Edge, Motorway Service Area Other Yorkshire and Humberside 37.00 3.1% 2.17 1.49 0.68 0.07

Total 205.29 16.9% -0.07

Top 5 by Positive Contribution (Relative Total Return)

Slough, Langley Park Industrial South East 34.10 2.8% 5.44 1.16 4.28 0.15
London, Oxgate Centre Industrial South East 33.80 2.8% 4.23 0.63 3.60 0.12
Basildon, DC1 & DC2, Prologis Park Distribution Warehouses South East 29.30 2.4% 4.46 1.30 3.16 0.11
Tooting, Springfield Place, Glenburnie Road Residential South West 24.15 2.0% 4.99 1.34 3.65 0.10
Aylesford, Quarry Wood, Burnt Ash Trade Park Industrial South East 17.65 1.5% 5.15 1.39 3.76 0.08

Total 139.00 11.5% 0.55

Assets by Negative Contribution (Relative Total Return)

London, 27-35 Mortimer Street Office London 48.43 4.0% -4.97 0.33 -5.30 -0.20
Bristol, Hartwell House Office South West 17.45 1.4% -11.61 2.22 -13.83 -0.17
Guildford, 58/62 High Street Retail South East 2.55 0.2% -28.98 1.16 -30.14 -0.06
Egham, Thorpe Industrial Park Industrial London 40.58 3.3% -1.25 1.15 -2.40 -0.04
Reading, Forbury Works Office South East 6.55 0.5% -1.21 2.46 -3.68 -0.01

Total 115.55 9.5% -0.48

Tenant Name Rental Income (%) Rental Income Market Rental Value (GBP)
Sainsburys 5.4%  3,274,098.00 2,716,598.00    
Moto Hospitality 3.5%  2,114,933.00 2,000,000.00    
Quantum Care 2.9%  1,779,721.00 1,720,320.00    
University of Chichester 2.8%  1,680,061.00 1,840,000.00    
Anixter 2.8%  1,678,205.00 1,715,000.00    
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Purchase and Sales Details - Q1 2025

During the quarter the Fund acquired 27-35 Mortimer Street, which comprises a c.67,000 sq ft West End office building for £48,250,000, 
representing a NIY of 3.04%, a NRY of 6.09%, a NEY of 5.59% and a Capital Value of £1,446psf. The asset is strategically located in close 
proximity to major transport hubs including the new Elizabeth Line Station (Crossrail) at Tottenham Court Road. It provides highly desirable 
office space ideally situated to meet the strong local demand. The building has a WAULT of 3.82 years to expiries and 2.38 years to break 
options on the let space and one vacant floor offering active asset management and value-add opportunities for the Fund.    

During the quarter, the Fund transitioned Springfield Place, Tooting for a value of £23,300,000. Springfield Place comprises 50 new built 
flats (27x 1Bed, 22x 2Bed and 1x 3 Bed flats over 33,815sqft NSA) split across three contiguous buildings located in Tooting, South 
London. Residential is a target sector for UK Main Fund and Springfield Place is the first private rented residential asset in the Fund. 

The Fund completed the sale of 79-82 Queen Street, Exeter to Skyline Capital Investment Ltd for £1,600,000. The property comprised a 
multi-let retail asset let to two tenants Revolution and Snappy Snaps. Revolution occupy by way of a 25-year lease expiring in March 2047, 
and Snappy Snaps by way of a 10-year lease expiring in January 2029. The property produces a combined total income of £151,800 pa. 
The property was identified in the Funds Strategic Investment Plan as a short-term hold after the hold/ sell analysis forecast that the asset 
would underperform the performance target. A sale at £1,600,000 represents a good result for the Fund.
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Average Capital Employed Liquidity Risk

Average value of all the assets used to generate earnings
The risk that a buyer may not be found with a reasonable price reflecting the 
value of an investor’s asset.

Benchmark Loan to Value Ratio

A target figure that is used to measure the performance of an investment fund. The ratio of a loan to the value of the property

Net Asset Value
The value of an entity's assets minus the value of its liabilities

Net Operating Income
Net Operating income is revenue minus any operating expenses

Net rental income
Net rental income is operating income less any other non-operating 
expenses, such as interest and taxes.

Net Rental Yield

Gross Annual Income - Annual Expenses purchase price = Rental Yield 

Nominal Internal Rate of Return
Unannualized internal rate of return.

Portfolio
Basket of investments by an investor

Property Type
Property characteristics and/or dwelling configuration

Realized Gain Multiple
The average of the ratios of total gain or loss to cost divided by the number of 
years each investment is held.

Benchmark Internal Rate of Return (ICM)
A benchmark internal rate of return grows the cash flows in a private equity 
investment by the return they would have earned if the contributed money was 
kept in a marketable index (such as the Russell 3000) or if distributions were 
reinvested in the same index. This is an opportunity cost type measure that 
demonstrates if a partnership or group of partnerships have met the 
expectation of better than market performance.

Capital Growth

Investment held at a price that is higher than the initial price that was paid.

Commercial Property Investment
Property used for business purposes.

Equivalent yield
It is a weighted average of the Net Initial Yield and Reversionary Yield and 
represents the return a property will produce based upon the timing of the 
income received.

Geography
Physical location / region of a property

Gross Rental Yield
Gross rental yield is calculated using the price of the property and the income 
generated by the property.
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Income Return REITs (real estate investment trusts)
A REIT is a company that owns, operates or finances income-producing real 
estate.
Total Return

Indirect property fund A share holdings growth in value over a specific period of time.
A fund investing in indirect property vehicles including property shares, REITs, 
limited partnerships, or property unit trusts, etc rather than investments in direct 
commercial property.

True Equivalent yield
An internal rate of return that an investment brings, reflecting reversions to 
current market rent.

Lease
The grant of a right to exclusive possession of another person’s land for an agreed 
set period of time.

Vacancy rate
A percentage of a portfolio that is vacant. This is calculated by dividing the total 
rental value of the vacant property/properties by the total rental value of the 
whole portfolio.

Relative Return Value Creation
The return an asset or fund achieved over a period of time compared to a 
benchmark

Net value of an asset calculated as Adjusted Valuation plus Distributions minus 
Contributions.

Rental Growth Weighted Contribution
The growth of the estimated rental value of a property over a specific period of 
time.

Unit contribution margin by its proportion of total return.

Reversion Yield
A process whereby a right in a property transferred by a deed of trust or mortgage 
is returned to the initial owner after the interest held by others on the property 
ends.

The income that the investments generate in relation to the price.

Reversionary yield
The discount rate that is applied to the reversionary income in a valuation for a 
term and reversion.

Return generated by rental income of a property
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DISCLAIMER(S)

Please note that this report has been prepared using best available data. This report may also
contain information provided by third parties, derived by third parties or derived from third party
data and/or data that may have been categorized or otherwise reported based upon client
direction - Northern Trust assumes no responsibility for the accuracy, timeliness or
completeness of any such information. If you have questions regarding third party data or
direction as it relates to this report, please contact your Northern Trust relationship team.

Cambridge Associates data provided under license from Thomson Reuters, redistribution is
prohibited. PrivateIQ rankings provided under license from the Burgiss Group, LLC.,
redistribution is prohibited

The Dow Jones Wilshire IndexesSM are calculated, distributed and marketed by Dow Jones &
Company, Inc. pursuant to an agreement between Dow Jones and Wilshire and have been
licensed for use. All content of the Dow Jones Wilshire IndexesSM © 2005 Dow Jones &
Company, Inc. & Wilshire Associates Incorporated.

Standard and Poor's including its subsidiary corporations ("S&P") is a division of the McGraw-
Hill Companies, Inc. Reproduction of S&P Index Alerts in any form is prohibited except with
the prior written permission of S&P. Because of the possibility of human or mechanical error
by S&P sources, S&P or others, S&P does not guarantee the accuracy, adequacy,
completeness or availability of any information and is not responsible for any errors or
omissions or for the results obtained from the use of such information. S&P gives not express
or implied warranties, including, but not limited to, any warranties or merchantability or fitness
for a particular purpose or use. In no event shall S&P be liable for any indirect, special or
consequential damages in connection with subscriber's or others' use of S&P Index Alerts.

All MSCI equity characteristic results except for Dividend Yield, Price to Book Value, Price to
Cash Earnings and Price Earnings Ratio were calculated by The Northern Trust Company.

FTSE ® is a trade mark of London Stock Exchange Plc and The Financial Times Limited and
is used by FTSE under license. All rights in the FTSE Indices vest in FTSE and/or its licensors.
Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE
Indices or underlying data.

The Merrill Lynch Indices are used with permission. Copyright 2007, Merrill Lynch, Pierce,
Fenner & Smith Incorporated. All rights reserved. The Merrill Lynch Indices may not be copied,
used, or distributed without Merrill Lynch's prior written approval.

The Citi Index data is provided to you on an "AS IS" basis and you agree that use of the index
data is at your sole risk. Citi Index makes no representations or warranties, express or implied,
to you or any other person or entity, including without limitation any warranty of
merchantability, originality, suitability or fitness for a particular purpose of the index data or any
other matter and no warranty is given that the index data will conform to any description
thereof or be free of omissions, errors, interruptions or defects. 

HIDDEN TITLE

In no event shall Citi Index be liable to you or any other person or entity for any direct,
incidental, indirect, special or consequential damages (including, without limitation, lost profits
or revenues, loss of data, loss of use or claims of third parties), arising out of or in any manner
in connection with your use of (or inability to use) the index data, whether or not you have
been advised of, or otherwise might have anticipated the possibility of, such damages. Without
limitation on the foregoing, you acknowledge that the index data may be incomplete or
condensed, is for information purposes only and is not intended as, and shall not be construed
to be, an offer or solicitation with respect to the purchase or sale of any security. All opinions
and estimates provided constitute judgments as of their respective dates and are subject to
change without notice. Such data, information, opinions and estimates are furnished as part of
a general service, without regard to your particular circumstances, and Citi Index shall not be
liable for any damages in connection therewith. Citi Index is not undertaking to manage money
or act as a fiduciary with respect to your accounts or any of your managed or fiduciary
accounts and you acknowledge and agree that the index data does not and shall not serve as
the primary basis for any investment decisions made with respect to such accounts.

iShares® and BlackRock® are registered trademarks of BlackRock, Inc. and its affiliates
("BlackRock") and are used under license. BlackRock has licensed certain trademarks and
trade names of BlackRock to The Northern Trust Company. The Northern Trust Company's
products and services are not sponsored, endorsed, sold, or promoted by BlackRock, and
BlackRock makes no representations or warranties related to such products or services either
to The Northern Trust Company or any other person or entity, including but not limited to the
advisability of investing in the products of The Northern Trust Company. BlackRock has no
obligation or liability in connection with the operation, marketing, trading or sale of the products
or services from The Northern Trust Company.

INVESTMENT ADVICE NOTICE:  The data and analysis contained in this report is for
informational purposes only.  In providing the information contained herein, The Northern Trust
Company is not undertaking to provide “investment advice” or to give advice in a fiduciary
capacity for purposes of the Employee Retirement Income Security Act of 1974, as amended.
Nothing in this report is  intended as, or should be understood as, a recommendation to hire,
retain, or terminate an investment manager or engage in any purchase or sale transaction with
such a manager or any fund that it manages.  The Northern Trust Company and/or its affiliates
may have business relationships with one or more investment managers or funds for included
in this report, and may receive compensation for providing custody, administration, banking,
brokerage, foreign exchange or other services to such investment managers or funds.  The
Northern Trust Company and its affiliates shall have no responsibility for the consequences of
investment decisions made in reliance on information contained in this report.
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