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Investment Manager’s Note Fund Facts
FundStructure Closed-ended
* The UK real estate market delivered resilient income returns in Q2 2026  pccetClass Real Estate
against an increasingly cautious investment backdrop. Escalating assetType Commercial — Retail Warehouse
geopolitical tensions in the Middle East reshaped sentiment through the |aunchpate February 2019
quarter, driving bond yields and energy costs higher and reversing the currency GBP
earlier expectation of near-term interest rate cuts. The Bank of England held  Fund Manager UK Real Estate Il GP Limited
Base Rate at 3.75%, and with inflation now forecast to move higher, Total FundSize £37,219,510
financing costs rose (c.40-50 bps) and credit availability tightened sharply. FundNAV £27,519,360
Investors responded by pausing deployment and transaction volumes Pomicile Guernsey
remained subdued. UK Real Estate I GP Limited i regulatet by the Guernsey Financial Services Commission and licensed under The

Protection of Investors (Bailiwick of Guernsey) Law, 2020.
UK Real Estate Fund Il LP Limited is regulated by the Guernsey Financial Services Commission as a registered closed-

e Turning to Beck Retail Park, value-enhancing asset management initiatives ené scheme under the Registered Callective Investment Scheme fules, 2021
in the quarter progressed to successful conclusions. The re-gear with B&M
completed, adding 5 years to the tenant's lease term in exchange for 6 Distribution Summary
months' rent free. This initiative, in addition to previous lease extensions
achieved with The Range and Easy Bathrooms, strengthened the income
profile ahead of the asset’s sale.

£526,263

e At Livingston asset, the primary asset management focus has been the re- 2%

gear of the Sainsbury's lease, which has a current unexpired term of 9.1

£21,622,090

years. Terms have been agreed to extend the lease by 10 years in exchange
for a 6-month rent free period. This initiative is expected to enhance income

Distributions Paid

duration and support exit pricing. Consistent with the Manager's staggered ;500000
disposal strategy, Livingston will be brought to the market post-summer 1000000
once the Sainsbury's re-gear has completed, with the Fund on track to 500,000
realise both assets by year-end 2026. 0

UK Economic Commentary

* The year opened on a constructive footing, with inflation easing back
towards target and markets anticipating a downward path for interest rates.
That momentum has since unwound, as escalating conflict in the Middle
East has driven energy prices higher and lifted financing costs by c.40-50
bps, with the 10-year gilt climbing back above 5.0%. UK CPI eased to 2.6% in Underlying Asset Detail
June but is expected to turn higher through H2 as energy effects feed

1 Launch date deemed as syndication 13 February 2019. Distribution from launch to current quarter.
2 Yield calculated by dividing total dividends paid by total capital subscriptions.

through, and the Bank of England held Bank Rate at 3.75% across Q2, with Al e
the market now leaning towards at least one further rise in 2026 rather than Livingston/Scotland vwo?:::fled/
the cuts previously expected.

Retail Warehouse Retail Warehouse

* Retail warehousing continues to offer one of the most compelling risk- . —

adjusted opportunities in the UK property market. Supported by strong . "

arious arious
occupier demand, low vacancy and a constrained supply pipeline, the sector
is expected to generate rental growth of 2.5% in 2026 and average 2.2% per - -

annum over the next five years.

Underlying Asset Value Split

e Overall, macro-economic uncertainty has ebbed and flowed through the
quarter in reaction to uncertainty around Kier Starmer’s premiership and the
ongoing conflict in Iran. Against this backdrop, prime yields are expected to

hold broadly stable, though skewed to the downside given inflationary e
pressure and the prospect of a further rate rise. Capital markets nonetheless i
remain active, with a continued weight of capital deploying across sectors;  Livingston

pricing risk is concentrated in secondary stock, with prime assets proving 50% N

more defensive.
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* Having entered 2026 with cautious optimism, the UK retail sector's recovery has proved more hard-won than anticipated. Colliers had
pointed to a genuine strengthening in leasing activity over the preceding year, with occupier demand turning positive after a prolonged soft
patch. That improvement remains intact but has lost some pace, as the inflationary fallout from the Middle East conflict has weighed on an
already fragile consumer and tempered the momentum seen at the start of the year.

* Retail warehousing continues to stand apart, distinguished by a structural supply-demand imbalance that few other parts of the market can
rival. Retail park vacancy sits at a near-historic low of ¢.2.0%, and with a thin development pipeline and sustained appetite from value-led
retailers, the fundamentals underpinning rental growth remain firmly in place. Rental growth from here is nonetheless likely to be more
modest and uneven, as occupiers absorb elevated operating costs and softer consumer spending.

* On the investment side, 10-year gilt yields back above 5.0% leave little scope for further yield compression, and the IPF, in its Spring Report
has trimmed its 2026 all-property total return forecast to 5.8%, with capital growth of 0.9%. Performance is therefore expected to be led by
income rather than capital appreciation - a view borne out in Q2. Against this backdrop, well-let parks with strong covenants and affordable,
sustainable rents are best placed to retain investor attention, offering the secure, index-linked cashflows favoured in the current climate.
Retail continues to screen well on a relative basis, and while headline capital values are likely to stay subdued until the macro picture settles,
the sector's income resilience should keep it among the better performers through the second half of 2026.

* The principal focus for the asset has been the Sainsbury's re-gear, extending the lease from 9.1 years to c.19 years unexpired in exchange for
a deferred 6-month rent free period. Applied to c.65% of the rent roll, this improves the blended unexpired term from 8.2 years to
approximately 15 years, materially strengthening income duration ahead of disposal. With Sainsbury's board approval secured, the
transaction is now moving through legals and the Manager is finalising preparation of the asset for sale upon completion of the lease re-
gear.

Disclaimer: Certain of the matters discussed in this Quarterly Report about the Fund’s future performance, including, without limitation, future revenues, earnings, dividends, strategies, prospects, consequences
and all other statements that are not purely historical constitute “forward-looking statements.” Such forward-looking statements are subject to risks and uncertainties, which could cause actual results to differ
materially from those anticipated. When used herein, the words “anticipate,” “estimate,” “believe,” “expect,” “should,” “potential,” “forecast,” “project,” variations of such words and similar expressions are intended
to identify forward-looking statements.
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