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The Ricardian Theory of Rent
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Rental variation due to scarcity and productivity of land  

Source: Google images, M&G Real Estate June 2021
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The long term sustainability of real assets
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Source: Google images, M&G Real Estate June 2021



Location in the future
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Investing now
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Economic Sentiment Survey (PMI) UK Property Yield Spread Vs. Bond Yields (%) Capital Value Index

Source: Macrobond, Bloomberg, MSCI, M&G Real Estate, May 2021
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Key risks

▪ Liquidity 

▪ Lease length

▪ Depreciation

―The big “forgotten”

6Source: MSCI Lease Events Review 2020, M&G Real Estate June 2021 
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Proportion of assets that remain vacant at lease expirty (% of market rent)** Rate of default, % passing rent*

*Average of data from 2002-2019, data from 2020 not available
** % of lease expiries in a given year that remain vacant rather than renewed or new lettings  

Average* vacancy at lease expiry and rate of default



Future risks

▪ Future of work

▪ Future of shopping

▪ Future of travel

▪ Operational assets

▪ Property as a service

7Source: Traveltime.com; commuting times to Bank station, City of London, M&G Real Estate June 2021 
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ESG

▪ Not just about exclusions

▪ Net Zero is a BIG undertaking!

▪ Energy, Water, Carbon

▪ Well-being & people

▪ Social: Affordable housing

―Houses & gardens occupy 5.9% of available land

―Farmland occupies 63%, but contributes 0.6% to GDP

―84% of the UK population live in urban areas

▪ Solution?

―Public and private sector together

―Libertarian solution – “build, build, build” is not realistic 

―Socialist solution – subsidise, price control but not enough

―Financially viable / economically sustainable A mix

8Image source: M&G Real Estate, June 2020. 
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Final question – wealthier, greener and more sustainable communities
Answer - David Ricardo + “levelling up fund?”

▪ Comparative advantage

▪ Not all regions can be 

▪ Capital of culture

▪ Tech hubs

▪ Green energy pioneers

▪ Industrial powerhouses

▪ Knowledge incubators

▪ “Cool places”
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Use this trend to exploit your 
comparative advantages 
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• For Investment Professionals only. The distribution of this document does not constitute an offer or solicitation. Past 
performance is not a guide to future performance. The value of investments can fall as well as rise. There is no 
guarantee that these investment strategies will work under all market conditions or are suitable for all investors and you 
should ensure you understand the risk profile of the products or services you plan to purchase. Information given in this 
document has been obtained from, or based upon, sources believed by us to be reliable and accurate although M&G 
does not accept liability for the accuracy of the contents. M&G does not offer investment advice or make 
recommendations regarding investments. Opinions are subject to change without notice. Map data: Google. 

• This financial promotion is issued by M&G Investment Management Limited, registered in England and Wales under 
number 936683, registered office 10 Fenchurch Avenue, London EC3M 5AG. M&G Investment Management Limited is 
authorised and regulated by the Financial Conduct Authority. M&G Real Estate Limited is registered in England and 
Wales under number 3852763 and is not authorised or regulated by the Financial Conduct Authority. M&G Real Estate 
Limited forms part of the M&G Group of companies.
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