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Investing in BTR:
Three things to

watch

Nick Whitten, Head of UK Living Research
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Geopolitical and
economic turbulence




Today: Inflation and recession @)JLL

& United States s—k United Kingdom -
Inflation: 7.9% Inflation: 9.0%

W GDP:1.7%

Canada

‘ * ’ Inflation: 6.7%

GDP: 1.7%

Japan
. Inflation: 2.1%

GDP: 1.6%

Source: JLL, Oxford Economics 2022 forecast, as of October



Tomorrow: House prices cool, structural (@)L
undersupply continues, wages support rents

10.0

8.0 Inflation to peak in Q4 2022
6o W and drop in 2023. Interest

rates rise to 3% next year

4.0
2.0 ‘ .
. I i I House prices will cool and
2015 2016 2017 2018 2019 2038 2021 2022 F 2023 F 2024 F 2025 F drop in 2023 after sustained
- rises, with growth in 2024
-4.0
-6.0
80 Barriers to buying drives rental
100 M demand. Wage growth |
- . supports rental growth in 2023
B GDP —\Wage growth
UK Rental Growth = London Rental Growth

Source: JLL, Oxford Economics, ONS
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Investment playing field: (Ot
the housing market

Should we be worried about a ‘My buy-to-let profits are disappearing bcfor‘ |
housing crash? Yes, very my eyes’ o 5

Ever since the mortgage market was unfrozen at the end of the first 'I don't know how I'll support my family":

lockdown in 2020, house prices have continued to defy the predictions of landlords' retirement dreams in tatters
market analysts and economists

Hundreds of thousands of property investors will need to find an income from elsewhe TE——.
=t

Covid couldn’t cool house prices, but .
the economic chill might Is the global housing market

heading for a downturn?

Data due this week will be closely scrutinised to discern
whether the market's remarkable resilience is faltering

Property sector (LLEL

Rising rates raise prospect of

property crash

Homeowners, landlords and investors spooked as end of ulira-cheap debt
sends prices sliding




Today: Institutional investment makesup 1%  (())JLL
of the UK’s £8tn housing market
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Source: JLL, ONS, IPF Source: JLL, UKFinance 6



But, this is changing: Living tops £10bn in 2022  (()JLL

m H12022 10-year average
o Living #1 real estate sector
40% globally: accounted for 33% of
35% Investmentin H1 2022
30%

o 24% Co.

25% Global living investment
20% TST became the largest sector in
15% 4% 2021 and rose 28% in 2022
10%

o m UK still only accounts for 5% of

0% global living investment,

Office Living  Industrial  Retail Hotels Compared to 10% for offices

H A |l Josmm

Source: JLL



Tomorrow: Fundraising and dry powder @)L

L @
€35bn+ | 41% 208% European Living
Estimated investment Of funds raised since UK was 2" largest in
capacity of residential- 2016 are multi-market, EMEA for investment /MW SW@/?/

only funds raised since up from 36% in the last year, with funds
2016 previous 5 years rising 208% since 2014

&) X & 2

Residential funds raised and announced @ i
59% 27% 84% 95%

90 60% o ‘ ] ‘ N
of current Living of investors looking identified good supply of respondents
investors looking to have exposure to all and demand dynamics agree future
75 50% to increase allocations 5 Living sub-sectors as an investment driver Living investment
will weight towards
60 40% sustainable assets
45 30%
30 20% @ |M @ U:U
15 10% ~Q0 L0 0 0
I l I 78% 85% 71% 46%
0 0% identified a lack are expecting further of respondents believe of investors would
) ) o o ) ) J016 ) ) . . - of suitable product growth in multifamily the pandemic has relocate investments
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 H122 as a barrier investment after a increased demand for to new markets
her _ | diversified. includine residential record 2020 urban fringe locations if regulation
mmm Other sectors and diversitied, including residentia bressures grew

mmmm Residential, primary focus
== PResidential as a % of sector-specific funds

Source: JLL Research based on Preqin, August 2022. Notes: (1) Excludes Real Estate Debt Funds; Includes
separate accounts; (2) Funds with European residential/living primary focus, not market-specific



(©)ILL
enter demands

Rising energy
° Fancy living in the heart of Wembley? £800pcm bi lls £££

and lifestyle

Large double room to rent £900pcm

candi 0
Available Mow

R Early Bird @ < Save

Ability to wfh and
commuter links

¢ 3 properties available 9 3 properties ava

FERRUM, WEMBLEY PARK, HA9 LANDSBY, WEMBLEY PARK, HA9
Quintain Living Quintain Living

Images courtesy of Homeviews/Quintain Living, Spareroom.com

41 reviews 49 reviews




Today: BTR tenants priorities have changed

Importance of home aspects: now versus pre-pandemic

% e
Proximity to public transport

Energy efficiency/ running costs

Private outside space

Proximity to green spaces/ parks

Distance to workplace

Quality of pubs/restaurants in area

Parking facilities 3.4%
Electric car charging point 9.7%
-40.0% -20.0% 0.0% 20.0% 40.0% 60.0% 80.0%

B More important M Less important

© 2022 Jones Lang LaSalle IP, Inc. All rights reserved.

@)L

88%

Tenants said their current BTR
home “makes them happy”

2.5

Average number of days per
week that BTR tenants work
from home

27%

Average proportion of gross
income dedicated to monthly
BTR rents

Source: JLL 2022 Tenant Survey
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Tomorrow: Two thirds of BTR tenants say their ({{j)JLL
next home will be a rental

What would you change about your home? How important will the environmental
performance of your home be in your next
move?

Tenants next property (%)
More space NN 7%
Affordability (rental and bills) I 10%

Another rental _ Building improvements* I 9%,
Other NG 00/,

Private outdoorspace I 7% 16.6

On-site amenities™™ N 7%

Location™™ I 5%
Home purchase

Less noise pollution I 5%
Improved company/management I 4%
Improved temperate control I 3%

Pet friendly HEE 2%

Other 66.6

Proximity to green space HH 2%
Parking facilities HE 2%
Storage HH 2%

0 20 40 60 80 Security Wl 2% Not important Important = Crucial

Source: JLL 2022 Tenant Survey

© 2022 Jones Lang LaSalle IP, Inc. All rights reserved.



Beyond tomorrow: Tenants most fear

spiralling energy bills, not rents

Why is environmental performance
and efficiency important?
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@)L

40% of tenants would be willing to
pay a premium for an
environmentally-friendly home

Up to 5%

5-10% 10-20% 20% +

Source: JLL 2022 Tenant Survey
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