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Macroeconomic challenges
have hit real estate M&A
hard over the past few years.
But with investment in data
centres and consolidation
of REITs driving deals, is
the momentum building?
Rachel Willcox reports
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he £12.6bn hostile bid
by US industrial real

estate giant Prologis for
FTSE 100 UK

warehouse landlord

Segro in June sent
ripples through the UK real estate
sector. The Segro board “unequivocally
rejected” the offer, saying it fell “a long
way short” of their “own views on
value”. Prologis didn’t give up. Segro
mounted a defence, gave another
unequivocal rejection, but perhaps
inevitably once these things gain
momentum, it eventually ‘caved in’to
the final £14bn offer (see ‘Battle for data
centres’ box). The final offer was a 39%
premium to Segro’s share price the day
before the first offer.

Regardless of the toing and froing,
the deal signalled a vote of confidence
in UK real estate M&A, following
several years of muted activity as
geopolitical instability, higher energy
costs, inflationary pressures and the
cost of debt have weighed on investor
confidence and development viability.

Globally, M&A in the real estate
sector increased last year from $228bn
to $252bn, according to White & Case.
Meanwhile, real estate M&A value in
the UK fell from $28bn to $21bn, with
volumes roughly equal. So far in 2026,
interest in UK real estate assets seems
to have increased.

“It’s no secret that real estate
has had three years of slowdown
while several other industries were
growing,” says Abhishek Jaiswal, head
of real estate M&A at Deloitte. “As
markets adjust to a more realistic
cost of borrowing, deal activity is less
about asset trading and timing yield
compression, and more about M&A
that is capability-led and chasing
returns truly backed by value creation.
And that requires thinking harder”

Asking more questions

Fergal O’Reilly, a partner in the real
estate corporate finance team at EY,
agrees that a challenging economic
backdrop has prompted the firm’s real
estate clients — including investors,
developers, owners of real estate and
real estate businesses — to focus on
questions about how they allocate their
capital and structure their ownership
of real estate. “Interest rates are
driving more strategic conversations
with clients and prompting them to
explore their options, whether that’s
to refinance, hold on to assets, bring
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British bricks,
overseas money

Overseas investment into UK
commercial property slowed
sharply in the first quarter of
2026, according to CoStar, amid
economic and geopolitical
uncertainty, a weaker US dollar
and ongoing concerns around
development viability.

But the UK remains an important
destination for overseas capital,
according to EY’s Fergal O'Reilly:

“We're still seen as a safe and
liquid market. But if you get to
a point where you don’t know
what the cost of capital will be
tomorrow, next week, next month,
it's much more difficult to commit
to long-term transactions.”

PwC'’s Chris Mutch agrees that
the perception of the UK as a stable
environment to deploy capital
continues to ring true for overseas
investors: “For Middle Eastern and
European family offices looking
to diversify, the UK is an attractive
place to deploy money.”

Experts remain optimistic
for continued market recovery
in 2026, buoyed by improved
liquidity in the debt and equity
markets. At the same time,
uncertainty and disruption has
become the standard.

“Buyers’ returns expectations
and sellers’ pricing expectations
are not quite in line yet, so we're
having to work hard on both sides
to bridge some of those gaps.
And sometimes, frankly, they're
not bridgeable,” says O'Reilly.
“There has certainly been an
increase in stalled processes,
although nothing like to the level
that was predicted at the start of
the war in the Middle East.”

He expects a gradual recovery
rather than a sharp rebound
over the next 12 months, as long
as there are no more dramatic
shocks to the market. “I think
people have recalibrated to this
level of disruption. The deals
that happen will be selective,
with investors focusing on the
quality of income streams and
clear paths to returns. The pure
highly speculative asset deals
will continue to be few and
far between.”
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in JV partners, or trade out elements

of their portfolios,” he says. “Whatever
the decision, access to capital isn’t the
primary issue right now. There’s a lot of
firepower on the investor side.”

Estate of the nation

Operational real estate asset classes
with clear growth potential and
predictable long-term income benefit
most from improving macroeconomic
conditions, according to CBRE’s UK
Real Estate Market Outlook 2026.

The offices and industrials subsector,
which recorded the greatest year-on-
year growth in transaction volumes
in 2025, according to BDO data, is a
case in point. Its resurgence, driven
by the rebound from remote working,
exhibits a stark flight to quality, as
typified by Barclays’ £750m acquisition
of its Canary Wharf HQ in June. The
largest office sale in Europe since 2020,
this deal signals renewed investor
confidence in London’s prime office
market following several years of
subdued investment.

Care homes and purpose-built
student accommodation are also
showing strong growth potential, with
occupancy levels holding up well,
although a rising tide of legislation —
from the Renters’ Rights Act 2025 to
an enhanced building safety regime for
higher-rise residential developments
— has dampened investment levels,
according to Chris Mutch, financial due
diligence partner at PwC. “It will impact
returns,” he says, “but there is still a
very active transaction market.”

For investors looking to deploy
capital in resilient sectors with long-
term income visibility, healthcare is
particularly attractive, underpinned by
increased life expectancy and growing
demand for later-life care.

If you can get a piece
of land with power
and the ability to
build a datacentre,
there’s massive value
uplift. It's the wild
west of real estate

Abhishek Jaiswal, head of
real estate M&A, Deloitte
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And retail, following years of negative
sentiment, is having a resurgence, led
by shopping centres and retail parks.
Knight Frank reports that retailers
and property investors are reallocating
capital back into physical stores,
following a dip in online retail growth.

Amit Unadkat, partner at Addleshaw
Goddard, says there is also significant
interest from investors in ‘net lease’
opportunities across retail: “It provides
stable, long-term income, from a strong
credit and over a mission-critical
property. LPs love it, but there isn’t
enough product and it takes a long time
to scale” US real estate investment
trusts (REITs) W.P. Carey and Realty
Income have spent billions sweeping up
the freeholds of major UK supermarket
portfolios through lucrative sale-and-
leaseback deals.

Centred on data
The BDO report also found that
infrastructure-adjacent assets attract
a disproportionate share of capital.
Spanning the boundary between real
estate and infrastructure, datacentres
receive huge amounts of investment,
as organisations look to capitalise on
demand for the infrastructure behind
the AT boom. Only the US has more
datacentres than the UK.

“If you can get a piece of land
with power and the ability to build
a datacentre, there’s massive value
uplift. It’s the wild west of real estate
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Competition concerns

US REIT Welltower's £5.2bn
acquisition of UK-based Barchester
Healthcare from the Irish business
figures JP McManus, John
Magnier, and Dermot Desmond in
October last year was the world’s
largest care home transaction
- comprising 284 homes or
communities. All management
stayed on.
However, an inquiry by the
UK Competition and Markets
Authority (CMA) into four
Welltower acquisitions -
Barchester, HC-One, Aria Care and
Danforth Care - found concerns
in the supply of nursing and/or
residential care services for the
elderly in 30 local areas across
England and Scotland. The CMA
feared the merger could lead
to higher prices or a reduction
in service quality for care home
residents in these areas.
Welltower offered remedies,
including the disposal of freehold
or leasehold interests in certain
homes and the appointment
of different operators at others.
In May, the CMA said that it
was minded to accept the
proposed remedies, subject to
consultation and the approval
of suitable buyers.

Most refinancings
we’ve worked on have
been consensual. We
haven’t seen as much
distress from the
maturing wall of loans
as expected

Gareth Lewis, director of
real estate M&A, PwC

at the moment,” says Jaiswal. But

that won’t last forever. “It will get
institutionalised,” he adds. Investors
will also, of course, have to comply
with the NSIA (National Security and
Investment Act 2021).

Slough has become one of the largest
datacentre hubs in the world, hosting
up to 40 giant facilities, with more on
the way. The existing cluster already
leases massive capacity to the likes of
Amazon, Google and Microsoft.

A slight softening in land valuation
is helping fuel interest, but the UK’s
high energy costs act as a headwind.
Persistent power grid bottlenecks are
a further obstacle, although there are
signs of improvement. “There has been
an uptick in the last two or three years.
I think things are moving in the right
direction,” says Unadkat.

“We’re not going to have that
free-for-all that the US has with its
datacentre concept and strategy,” says
Mutch. “The US can afford to run that
energy-heavy real assets concept. Over
here, it’s going to be more strategic.”

In the listed real estate space, REIT
share prices remain discounted to net
asset values. As a result, REIT merger
and take-private activity has continued,
but those that remain are now bigger
and stronger, with balance sheets that
enable them to be more acquisitive.

Against a backdrop of a sluggish
UK commercial real estate market,
the UK is at the heart of a refinancing
wave, with around 19% (£33bn) of
outstanding commercial real estate
loans expected to mature and require
refinancing this year, according to
analysis from Bayes Business School.

“Most of the work we’ve been doing
on real estate debt has been consensual
refinancing, where certain parties might
want to exit and lenders want to find
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a solution. We haven’t seen as much
distress from the maturing wall of loans
as expected,” says Gareth Lewis, director
of real estate M&A at PwC.

Debt in demand
Debt funds are emerging as “clear
winners” in the battle for new financing
deals, the Bayes research found. At
the same time, use of private credit to
refinance real estate M&A has matured
over the past few years — from gap
filler to mainstream option. Traditional
banks have cautiously increased their
exposure, accounting for around half of
all UK commercial real estate lending in
H1 2025, but have not reverted to pre-
pandemic levels, according to Bayes.
While private credit tends to be more
expensive than traditional bank finance,
it is generally quicker to arrange and

Investors need
sufficient visibility on
pricing and financing
costs to make the
longer-term decisions
real estate requires

Fergal O'Reilly, real estate
corporate finance partner, EY
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more flexible. “It’s about matching

the right asset and right business

plan to the most appropriate source

of capital, and that’s where our role

has matured over the past few years,”
O'Reilly explains. “Markets can adjust
to a higher cost of capital. The bigger
challenge is uncertainty — investors
need sufficient visibility on pricing and
financing costs to make the longer-term
decisions that real estate requires.”

Shoosmiths partner Liz Sweeney, who
leads its national real estate finance
practice, says the growth in debt funds
entering the real estate market has
led to competitiveness on mandates:
“Strong borrowers with strong assets
can negotiate really competitive pricing
and terms.”

At the same time, structural macro
themes across the UK real estate
market are emerging. In the UK in
particular, the focus on ESG is a big
driver. “Carbon impact and energy usage
of real estate is now being factored into
investment decisions in a way that it
wasn’t in the past,” says Lewis.

EY’s O’Reilly agrees: “A building with
good ESG credentials located next to
transport links and other amenities will
be letting at very good rents. But, given
more constrained development finance
and investor risk appetite over the
past few years, there are fewer of those
buildings coming on stream. So those
prime-quality offices have scarcity
priced in as well”

Battle for data centres

On 24 June 2026, Prologis made
publicits £12.6bn all-share
takeover approach for Segro,
valuing the company at 925p
per share, a 24.6% premium to
its share price. Segro shares shot
up 17.5%, but the board rejected
the offer, claiming it exploited a
temporary dislocation between
UK/European and US real estate
valuations driven by geopolitics
rather than fundamentals. But on 4
August, Prologis and Segro shook
hands at £14bn - a 39% premium
to its pre-offer share price.

Addleshaw Goddard's
Amit Unadkat says the initial
approach had come at a point
of some vulnerability for Segro.
Activist shareholder Lauro Asset
Management had been pushing
for a partial spin-off of the data
centre business and Segro had
been trading at roughly a 20%
discount to NAV.

“Favourable valuation gaps
mean large-scale UK portfolios
remain a prime target for
overseas capital,” says Unadkat.
“Blackstone’s takeover of
Warehouse REIT, for £489m in
June 2025, shows how far well-
capitalised buyers will go once
a discount to NAV becomes
entrenched.”

Given the market conviction
around data centres, Segro’s
2.5GW+ powered land pipeline
was central to the board’s initial
rejection, and subsequent
negotiating stance. Its £1bn+
Pure Data Centres joint venture
in London, with a second now
agreed for Paris, was a big draw
for Prologis.

The bid has lifted the
wider sector. Institutional
shareholders, such as Jupiter
Fund Management, were already
pushing Prologis to raise its
925p offer ahead of the 22 July
deadline. “Boards that hold out
too long on a discount like this
usually end up just delaying the
inevitable,” Unadkat says. “The
pressure on Prologis was only
ever going to build, not ease.
This is a big loss to the UK listed
real estate sector of a dominant
logistics and data centre player.”




