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Executive Summary

UK proptech investment reached £230.4 million in 2025, up from £192.4 million the year before, and firms that have adopted Al are
projecting 31 percent portfolio growth in 2026 against 12 percent for firms that have not, a real, measurable performance gap.
Globally, Al and automation could unlock an estimated 430 to 550 billion dollars in annual value across real estate, construction
and development. What makes this sector different from most others in this series is that the decisions Al is increasingly involved
in, valuation, tenant screening, planning approval, are not just commercial, they intersect directly with legal rights around housing
and fair treatment, which raises the cost of an ungoverned gap well beyond a bad quarter.

The Premise: The Gap Is The Danger, Not The Al

In October 2023, a group including Turing Award winners Yoshua Bengio and Geoffrey Hinton, alongside Stuart Russell, Daniel
Kahneman and more than twenty other senior Al researchers, published a consensus paper in the journal Science on the risks of
advanced Al. Their argument was precise. Al capability and autonomy are increasing rapidly. Organisations are shifting toward
systems that can act and pursue goals with reduced human oversight. Governance is not keeping pace with that shift. The danger
they describe does not come from Al itself. It comes from the widening gap between what a system can now do on its own and how
closely anyone is still watching it.

That paper is about safety and governance at a societal scale. It does not comment on organisational strategy, and | want to be
precise about that rather than overstate its relevance. What it gives this paper is not an endorsement, it gives us the mechanism.
Capability grows. Autonomy grows. Oversight does not grow at the same rate. In UK real estate and construction specifically, the
gap is visible in the distance between how quickly Al is being adopted for underwriting, tenant screening, and valuation, and how
mature the audit trails, bias checks and explainability standards are around decisions that can determine who is offered a home, a
mortgage, or a commercial lease.

This is the basis for the claim in the title. Thrive or die is not a slogan layered on top of the argument. It is the plain consequence of
the mechanism. An organisation that builds governance at the same pace it builds Al capability closes the gap and survives it. One
that lets capability outrun governance does not get a soft landing.

Thrive Or Die: The Pattern In Organisations That Did Not Close The Gap

Kodak invented the first digital camera in 1975 and its own internal research predicted by 1981 that digital would eventually replace
film. What it did not close was the governance gap between that capability and a business model still built entirely around film
margins. The company filed for bankruptcy in 2012, thirty seven years later. Blockbuster was offered the chance to buy Netflix
outright for fifty million dollars in 2000, declined, and filed for bankruptcy in 2010, having eliminated close to eighty four thousand
jobs in the collapse. Both prove the same point. The danger was never a lack of capability. It was a governance gap left open until
it was unmanageable.

Kodak and Blockbuster show the cost of an unmanaged capability to governance gap in commercial terms, a company's survival.
Real estate and construction carries a version of the same risk with an added dimension: many of the decisions now being partly
automated, tenant screening, valuation, mortgage underwriting, sit close to protected legal rights around housing access and fair
treatment. Industry analysis of Al in property management makes this point directly, without audit trails, bias checks, human review
and explainable rules, Al can create legal, financial and reputational risk simultaneously, not sequentially. That is a sharper version
of the standard gap mechanism this series describes. In most sectors, a governance failure costs money or trust. In real estate
specifically, it can also mean a legally challengeable decision about who does or does not get housing.

The Evidence In UK Real Estate And Construction: A Real Performance Gap, And A Real
Governance Gap Beside It

Two pieces of evidence sit side by side in this sector in a way that is unusually stark: clear evidence Al adoption is already driving
measurable outperformance, alongside clear evidence that governance maturity has not caught up with how sensitive some of
these Al-assisted decisions are.

The Adoption Gap Is Already Measurable

UK proptech investment reached £230.4 million in 2025, continuing a recovery from the sector's post-2021 funding trough, when
investment peaked at £507.5 million. Firms already using Al in property management and investment are projecting 31 percent
portfolio growth in 2026, against 12 percent for firms that have not adopted it, a performance gap wide enough to make continued
non-adoption a genuinely difficult board position to defend. Applications range from automated valuation and legal due diligence to
predictive construction planning and Scan-to-BIM automation, converting physical building surveys directly into digital models. This
is capability delivering real, quantified competitive advantage, not a speculative claim.

The Governance Gap Sits Directly Beside It

The same body of industry analysis that documents Al's performance advantage is explicit about where the risk sits. Al in property
management can affect tenant screening, pricing, approvals, lead qualification and investment decisions, and without audit trails,
bias checks, human review and explainable rules, it can create legal, financial and reputational risk at the same time. Underwriting
Al tools are noted as still needing clean data, human review and explainable assumptions specifically because the decisions



involved are high-stakes. This is the capability to governance gap this entire paper series describes, stated plainly by the sector's
own analysts, in a market where the underlying decisions can determine who is offered housing, credit or a commercial lease.

UK Real Estate And Construction In Three Horizons: The Gap Closes Or It Does Not?

If the gap between capability and governance is the real variable, then each horizon below has two outcomes, not one. These are
deliberately stated as firm positions, not hedged possibilities, because a board or leadership conversation needs something to
agree or disagree with.

Two Years: 2026 To 2028

What happens everywhere: Al-assisted underwriting, valuation and tenant screening tools move from early adopters into
mainstream property management and investment practice.
* Thrive path. Firms build explicit audit trails and bias checks into every Al-assisted decision that touches tenant or borrower
outcomes, treating this as a legal compliance requirement rather than an optional governance upgrade.
* Die path. Firms adopt Al screening and valuation tools primarily for the 31 percent growth advantage documented above,

without matching investment in explainability, and the first discrimination or unfair-decision claim against an Al-assisted outcome
becomes a sector-wide reputational and regulatory event.

Five Years: 2028 To 2031
What happens everywhere: government-built planning tools, of the kind described in the companion government and public sector
paper, accelerate the pace at which planning decisions and construction approvals can move.
* Thrive path. Real estate and construction firms build their own Al capability to work alongside faster government planning
processes, capturing the benefit of both moving at the same pace rather than one becoming a bottleneck for the other.

* Die path. Private sector adoption lags the pace of government-side planning acceleration, and the sector's own internal
processes, not planning approval, become the new bottleneck in delivering the housing and development the faster planning
system was meant to enable.

Ten Years: 2031 To 2036

What happens everywhere: Al-assisted decisioning becomes the default across valuation, underwriting and tenant selection,
following the trajectory the current 31 versus 12 percent growth gap already implies.
» Thrive path. Firms with mature, audited Al governance around housing and lending decisions become the trusted standard the
sector is measured against, similar to the trust layer argument made in this series' financial services papers.
 Die path. Firms that scaled Al-assisted decisioning without matching governance face the accumulated legal and reputational

cost of years of largely unaudited decisions, a version of the Cleo Al pattern from the fintech editions of this series, deferred
governance debt coming due publicly, at a much larger and more legally exposed scale.

What | Am Recommending To Real Estate And Construction Boards

* Treat audit trails, bias checks and explainability as a legal compliance requirement for any Al system involved in tenant
screening, valuation or underwriting, not as an optional governance enhancement to be added later.

» Benchmark your organisation honestly against the 31 percent versus 12 percent portfolio growth gap between Al adopters and
non-adopters, since this is a measurable, board-relevant competitiveness question, not a speculative one.

* Coordinate Al investment with the pace of government-side planning digitisation, since a faster planning system only delivers its
full value if private sector processes can move at the same speed.

Conclusion

Real estate and construction shows the capability to governance gap this series describes with unusual clarity, because the same
industry analysis documenting a genuine, measurable performance advantage for Al adopters is equally explicit about the legal and
reputational risk of adopting without matching governance. Kodak and Blockbuster took decades to demonstrate what an
unmanaged gap costs commercially. In this sector, an unmanaged gap can determine who is offered a home or a loan, and the
industry's own analysts are already saying so plainly. The 31 percent growth advantage is real. So is the risk sitting directly beside
it.
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prepared for internal discussion.



