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QUARTERLY REPORT
For the period March 31,2025

Investment Manager’s Note

Despite its share of ups and downs, the market consensus is that 2024
marked the bottom for UK commercial property values. However,
hopes for a sustained recovery in Q1 2025 were dampened somewhat
early on in the quarter. Despite modest reductions in UK inflation and
an expectation for a further base rate cut to 4.25% in May, the market
has been unsettled following the gilt crisis at the beginning of 2025
and the recent trade war enacted under President Trump's ‘Liberation
Day’ measures. Commercial property in the UK is largely unaffected by
the higher tariffs announced and all-sector prices have remained
robust. Nevertheless, in the absence of a favorable bilateral trade
agreement, investment activity is likely to remain subdued for longer
than originally expected.

Investor appetite for retail warehousing is relatively strong and we

7 KFH
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Fund Facts

Fund Structure Closed-ended

Asset Class Real Estate

Asset Type Commercial — Retail Warehouse
Launch Date February 2019

Currency 5 GBP

Fund Manager
Total Fund Size

UK Real Estate Il GP Limited

£38,455,433
Fund.N.AV £32,753,569
Domicile Guernsey

UK Real Estate Il GP Limited is regulated 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-
ended scheme under the Registered Collective Investment Scheme Rules, 2021.

Distribution Summary

CAPITAL

expect the sector to be among the top performers looking forward into
2025-6, with improving levels of transactional activity and liquidity.

£526,263

»+  For Q1 2025, we will be making a one-off capital distribution of
£675,000; following this, BQS will be wound up and a distribution of
5% pa will be maintained to the investors.

£526,263

£18,464,512

Dividends Paid

*  We continue to advocate the strategy set out previously, that is to
hold the assets until the middle/end of 2026 to benefit from the
capital growth anticipated from a sustained real estate market
recovery, driven by a lower cost of borrowing and an improvement in
investor sentiment and liquidity. This would necessitate a further
fund extension in due course and would be subject to investor
approval.
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UK Economic Commentary i
* Despite widespread consensus that 2024 marked the bottom of the
commercial property cycle, the outlook for 2025 remains mixed. In the
UK, the Labour government's Spring Statement—centered around its
"Plan for Change" agenda—has set a confident fiscal tone, aiming to
secure long-term economic stability. Early signs are encouraging:
inflation fell to 2.6% in March, and real wage growth has resumed.
However, the strength and sustainability of a real estate recovery in
2025 will largely depend on the UK's ability to navigate both domestic
economic challenges and mounting global instability. Growth across
many of Britain's major trading partners has slowed, and Europe faces

547%

1 Launch date deemed as syndication 18 July 2019, Distribution from launch to the current quarter.
2 Yield calculated by dividing total dividends paid by total capital subscriptions.

Underlying Asset Detall

Almondvale South Beck

Wakefield/

Livingston/Scotland Yorkshire

Retail Warehouse Retail Warehouse

escalating geopolitical tensions. As an open trading economy, the UK SoNE it

is not insulated from these pressures—but it continues to show Various Various

resilience and remains a leading destination for international capital in 550 % 550%

periods of global uncertainty.

+ Positively, the political environment in the UK is stable, providing Under|ying Asset

reassurance to markets and businesses through uncertainty. GDP is

still forecast to grow by c.1% this year, but the broader economy

remains sluggish amid cautious consumer behaviour and external

trade pressures from President Trump's vacillating tariff agenda. == Wak?;;‘
(]

. Livingston 4

49%
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Despite the challenging period of wider economic uncertainty, the prognosis for UK commercial property performance is expected to be
strong. The IPF rental growth forecasts in the recent Winter 2025 Report show a more encouraging outlook compared with the previous
survey, with upgrades of between 10bps and 20bps to annual all-property income returns for the years 2025-2028. Capital value growth
is also positive, with projections of 3.0%+ pa over for the next three years. The longer-term total returns forecasts for 2025 and 2026 now
stand at 8.8% pa and 8.7% pa respectively, compared to the previous forecast of 8.6% pa for both years.

Turning to the Retail Warehouse sector:

* Knight Frank reported that institutional appetite for retail warehousing investments remains strong, driven predominantly by
local authority pension mandates managed by the larger fund managers. The main constraints for these investors tend to be lot
size and environmental risks. Within the target lot sizes of £15-40m, competition among institutional buyers has been robust
with several examples of assets trading ahead of valuation. With significant new capital from local government pension schemes
seeking deployment, it is anticipated that demand will continue to improve in this sector, with capital likely to flow into both
out-of-town and in-town retail warehouse formats.

* ltisreported that rental growth and yield compression are expected to play out throughout 2025 among the retail warehousing
sector more widely. Positive sentiment has seen prime yields remain stable in the first quarter of this year with modest
reductions in valuations of assets not considered ‘best-in-class and prime’. The IPF forecasts earmark retail warehousing as
being the top performer for 2025, with forecast total returns of 10.5% for 2025 and an average total return of 8.6% pa over the
next four years.

* Sainsbury’s, the anchor tenant at both assets, has had a strong start to 2025, delivering record-breaking sales, up 5% in the first
quarter and gaining market share for the fifth consecutive year. With strategic investments paying off, Sainsbury’s is on track to
meet its full-year profit guidance, reflecting solid momentum going into the rest of 2025.

Regarding tenant performance and in addition to Sainsbury’s mentioned above, B&M reported a 2.8% year-on-year revenue growth in the UK,
reaching £1.39 billion. 2025 saw a return to positive growth, driven by strong performance in seasonal categories like toys and confectionery. B&M
is on track to open approximately 73 new stores across the Group in FY25, including 45 in the UK. Despite adjusting its full-year profit forecast to
£605-£625 million due to economic uncertainties, the company declared a special dividend of £151 million, reflecting strong cash generation.

Matalan remain on a watch list but encouragingly has made significant strides in its turnaround strategy. For the fiscal year ending February 2024,
the retailer achieved a 92% increase in adjusted EBITDA to £53 million and narrowed its pre-tax loss by 44%.

CDS Superstores, the parent company of The Range, has demonstrated robust growth in 2025, primarily driven by its strategic acquisition and
integration of Homebase stores. As of April 2025, CDS has successfully converted 43 former Homebase locations into The Range superstores,
each featuring a ‘Garden Centre by Homebase' concept. The company plans to open additional stores in May.

Lamb & Swift/Montagu Evans have been appointed in place of Savills to act on tenant advisory matters on the scheme. Our focus this quarter has
been on achieving value accretive re-gears at The Range and Easy Bathrooms, with positive results achieved on each. Both occupiers have agreed
to 5-year term certain extensions in return for 12 months’ half-rent incentive, adding c.1 year to the asset's WAULT and improving value and
liquidity at sale. Following the successful negotiations on these two units, we now look to engage with Sainsbury’s on the potential for a lease
extension of unit 1, which will significantly extend the overall asset WAULT owing to the rent quantum of £1.14m.

At Livingston, our focus is on the upcoming Sainsbury’s rent review in August 2025, the next key event for the asset. At the 2020 rent
review, we were successful in achieving an uplift beyond our initial base case business plan, and on advice from retail warehouse
specialists XPROP, we expect there may be an opportunity to agree another £0.25 psf uplift. The rent review will also provide an
opportunity to engage with Sainsbury’s on a lease extension to 15 years unexpired, which would be value accretive and improve overall
asset liquidity.

In Q1, the Sainsbury’s click & collect license was renewed for a further 5 years at £12,000 pa (an increase of £3,000 pa), delivering further
upside to the originally reported business plan.

We continue to have a partially unimplemented retail consent for additional floorspace, which could be value accretive if a pre-let were
found; albeit not currently financially viable.

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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