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Real Estate Strategic Outlook: United Kingdom
Short-term challenges, longer-term opportunity 

Economy remains volatile, but early signs of recovery 

The Bank of England increased interest rates a further 25 basis 

points in August to 5.25%, the highest level since 2008. Despite 

remaining elevated, the recent fall in inflation has provided some 

relief and interest rates are now expected to peak by the end of the 

year at 5.75%.1 However, the outlook remains volatile and while 

inflation should continue to soften, it is unlikely to reach the 2% 

target until late 2024.2 As such, UK interest rates are likely to remain 

higher for longer compared to the Eurozone. 

Looking further forward, however, 10-year government bond yields 

are expected to fall steadily from 2025 and GDP growth is forecast 

to comfortably outpace the Eurozone over a 10-year horizon. We 

expect London will continue to be a driver of growth, supported by 

positive demographic and employment fundamentals.2  

UK real estate outperforms over the medium-term 

Greater repricing presents mid-term opportunities  

Earlier in 2023, sentiment towards UK real estate was improving and 

there were early signs of yield stabilisation and, in the case of 

logistics, recovery. However, aforementioned rate hikes have since 

stalled market recovery and risks around pricing are on the 

downside in the short-term, albeit any further price correction 

should be far more modest in comparison to that already seen. 

Investors remain cautious at present, but a significant weight of 

capital is waiting to target UK real estate. We anticipate prime yields 

will stabilize by the end of the year, before gradually compressing 

from 2025 as finance costs move in and liquidity returns. A higher 

entry yield and an expectation of prime rent growth suggest a robust 

medium-term outlook for UK property, with returns forecast to 

outperform the European average. 

Logistics: Significant price correction and positive fundamentals  

Structural tailwinds continue to support UK logistics. Despite 

slowing from pandemic highs, demand should be supported by 

 

 
1 Oxford Economics, August 2023 

further e-commerce growth and a shift to ‘just-in-case’ supply 

chains. A reduced development pipeline should drive continued, 

albeit more moderate, rent growth and a recovery in pricing over 

the medium term should drive healthy returns. Redeveloping ageing 

light-industrial assets to energy-efficient last-hour logistics near 

urban centres, such as London and Manchester, would likely capture 

strong rental uplift.  

Residential: living sectors supported by a notable undersupply 

There is a strong case for student housing in the UK, with growing 

demand from both domestic and international students and a 

significant undersupply of beds in many of the UK’s largest cities. 

The build-to-rent sector is also supported by positive fundamentals 

and the UK remains one of Europe’s few housing markets with 

limited regulation, allowing stronger rental uplifts.  

Office: Medium-term supply pipeline supports redevelopment 

Central London’s office market continues to be supported by solid 

long-term fundamentals, including healthy employment growth 

prospects. Falling development activity alongside an existing 

undersupply of best-in-class office stock supports the 

refurbishments of well-located Grade B assets into highly 

sustainable Next Generation offices.  

 

Prime Total Return Forecast, 2023-2032f (% p.a.)  
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Important information  

For North America: 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or DWS Investment Management Americas, Inc. and 
RREEF America L.L.C., which offer advisory services. 
 
This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive it. It is intended for informational purposes only. It does not constitute 
investment advice, a recommendation, an offer, solicitation, the basis for any contract to purchase or sell any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of 
transaction as a consequence of any information contained herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information which is contained in 
this document. Except insofar as liability under any statute cannot be excluded, no member of the DWS, the Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, 
in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, consequential or otherwise suffered by the recipient of this document 
or any other person. 
 
The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is only for professional investors. This document was prepared without 
regard to the specific objectives, financial situation or needs of any particular person who may receive it. No further distribution is allowed without prior written consent of the Issuer. 
 
Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income and principal invested. The value of investments can fall as well as rise and 
you might not get back the amount originally invested at any point in time. 
 
An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for sophisticated investors who can bear such losses. The value of shares/ 
units and their derived income may fall or rise. 
 
War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the future, may lead to significant disruptions in US and world economies 
and markets, which may lead to increased market volatility and may have significant adverse effects on the fund and its investments.  
 
For Investors in Canada.  No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein and any representation 
to the contrary is an offence. This document is intended for discussion purposes only and does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not 
constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation relating to the transaction 
you are considering, and not the document contained herein. DWS Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction presented to you.  Any 
transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) 
and have made an independent assessment of the appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such 
transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with DWS Group, you do so in reliance on your own judgment. 
The information contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates, and 
opinions contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections are based on a number of assumptions as to market 
conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The distribution of this document and availability of these products 
and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permission. 
 
For EMEA, APAC & LATAM: 
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the relevant documentation. 
DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and on the following basis. 
 
This document is for information/discussion purposes only and does not constitute an offer, recommendation, or solicitation to conclude a transaction and should not be treated as investment advice. 
 
This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis or prohibiting trading 
prior to the publication of a financial analysis. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models, and hypothetical performance analysis. 
No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness, or fairness of such information. All third-party data is 
copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, 
projection, forecast, or estimate set forth herein, changes or subsequently becomes inaccurate. 
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents. 
 
No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which may not prove valid. 
DWS does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority.  
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country, or other jurisdiction, including the United 
States, where such distribution, publication, availability, or use would be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not 
currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions. 
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