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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 favourable bilateral trade agreement,
investment activity is likely to remain subdued for longer than originally
expected.

Turning to the Fund, performance has been driven by the Fund income
return this quarter; the current distribution for Fund Ill stands at 6% pa.
The February 2025 valuation, undertaken by Savills, shows a combined
valuation across all assets of £58.15m, reflecting an initial yield of 7.15%
(Washington), 6.80% (Wednesbury) and 6.88% (Cardiff).

Investor appetite for retail warehousing is relatively strong and we
expect the sector to be among the top performers looking forward into
2025-6, with improving levels of transactional activity and liquidity.
B&Q's parent, Kingfisher, released a positive trading update, with £3.2bn
in sales and growth of the B&Q e-commerce marketplace. H1 results
from Kingfisher pointed to market share gains in the UK.

A meeting with B&Q's Head of Estates was held in Q1 to assess the
prospect of agreeing a lease re-gear across the three assets in 2025,
delivering a longer WAULT and capital value enhancement at sale.
Following our discussion, B&Q have undertaken to consider options and
we await a formal response - we continue to push for an agreement that
delivers accretive value to the Fund.

Whilst our current working business plan is to hold the assets into 2026
to benefit from improved market sentiment and liquidity, in the event
that B&Q decide not to pursue a re-gear, we recommend marketing the
assets for sale in H2 2025 before the shortening WAULT starts to
meaningfully impact the realisable value.

UK Economic Commentary

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
escalating geopolitical tensions. As an open trading economy, the UK is
not insulated from these pressures—but it continues to show resilience
and remains a leading destination for international capital in periods of
global uncertainty.

Positively, the political environment in the UK is stable, providing
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.
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Fund Facts

Fund Structure Closed-ended

Asset Class Real Estate

Asset Type Commercial — Retail Warehouses
Launch Date July 2019

Currency GBP

Fund Manager UK RE IIl GP Limited

Total Fund Size £31,000,000

Fund Nav £30,686,341

Domicile Guernsey

UK RE lll GP Limited is regulated by the Guernsey Financial Services Commission and licensed under The Protection of Investors
(Bailiwick of Guernsey) Law, 2020.

UK RE Fund Il LP i regulated by the Guernsey Financial Services C
Registered Collective Investment Scheme Rules, 2021
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Distribution Summary

£12,363,479

Dividends Paid
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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.
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Cardiff
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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.

* It is reported 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.

* Atthe outset of 2025, B&Q's parent company, Kingfisher, reported market share gains across all key regions for the first time in over six years;
e-commerce initiatives were notably successful, with online sales growing by 18% year-on-year. B&Q's trade-focused division also performed
strongly, recording like-for-like sales growth of 7.1%. Operational efficiencies contributed to a 50bps improvement in gross margin, aided by
streamlined cost management and supplier agreements. Additionally, the company maintained a stable dividend of 12.40p per share and
announced a £300 million share buyback program, reflecting confidence in its long-term strategy.

* Asoutlined above, a meeting between Fiera and B&Q's Head of Estates was held in Q1 to discuss the proposition of a lease re-gear across the
three assets. B&Q are assessing their options across their estate and we are awaiting formal feedback and continue to push for an agreement
that could add significant value to the Fund.

* Not with standing this, market feedback is that B&Q are unlikely to engage in regear discussions until the WAULT falls well below 5 years,
albeit we do have the ability to draw a further £3m from the debt provider to fund a lease re-gear.

*  Whilst our current working business plan is to hold the assets into 2026 to benefit from improved market sentiment and liquidity, in the event
that B&Q decide not to pursue a re-gear, our recommendation remains a sale of the assets in H2 2025 to capitalise on improved market
sentiment and pricing but before the shortening unexpired lease term begins to significantly impact value.

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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