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QUARTE R I—Y RE PORT For the period September 30, 2021

Investment Manager’s Note

Coronavirus continued to dominate the news throughout Q3 with
different countries adopting different measures to try and contain new
strains, in particular the highly contagious Delta variant.

More specifically, the UK continued to feel the economic effects of
Brexit which, combined with ongoing global disruption to the supply
chain from Covid-19 and legacy impacts from the closure of the Suez
Canal in March, cast a shadow over the economic recovery. That said,
most economic commentators expect UK GDP to reach pre-pandemic
levels by the end of Q1 2022 suggesting a degree of momentum to the
wider recovery.

Notwithstanding these more general headwinds, the UK commercial
real estate market returned the highest quarterly return for seven-
years led by industrial assets.

At Peterborough, Amazon signed a temporary license to occupy during
the quarter until 31%t January 2022, with a completion of the agreed 15-
year lease targeted in Q4.

At Skyways, a disposal of the asset was successfully concluded shortly
after quarter end at £38m.

UK Economic Commentary

Q3 has seen continued economic recovery and a return to at least
some semblance of normality in the UK following the easing of
restrictions early in the quarter. The inevitable increase in coronavirus
cases that followed, have not yet seen the parallel increase in
hospitalisations and deaths thanks to the vaccine efforts. Despite the
positive signals in the economy, UK consumers have started to feel the
indirect effects of the pandemic, Brexit and global supply chain issues
combined with general ‘shopping basket’ price increases, most recently
fuel and grocery shortages due to labour supply of HGV drivers.

On Europe, unsurprisingly negotiations for equivalence for financial
services and the Northern Ireland protocol continue to rumble on.
Brexit friction, along with worsening shortages and global supply chain
disruptions have seen EU export and import levels respectively fall to
12% and 20% lower than pre-crisis levels. Capital Economics still expect
trade to recover but slower than previously anticipated (mid-2022).

Latest monthly GDP figures showed a +0.4% m/m rise in August,
placing the UK economy just 0.8% smaller than pre-pandemic levels
(Capital Economics, September 2021) — a stark contrast to the 25%
contraction at the peak of the pandemic.

Employment figures released in October from the Office for National
Statistics expect unemployment to be at 4.5% in the three months to
August 2021, a 0.2% decline on the quarter. The closure of the
Coronavirus Job Retention Scheme is not expected to cause a big fall in
employment levels due to low (or lower) uptake and continued
bolstering of GDP seen in recent months (Capital Economics,
September 2021). At a cumulative cost of approximately £70bn
(equivalent to 3.2% of GDP), the scheme oversaw only a modest 2.9%
fall in employment despite the sharpest fall in GDP for 300 years.
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Fund Facts

Fund Structure Closed-ended
Asset Class Real Estate
Asset Type Commercial —m(;fuf;ct?fl
Launch Date July 2017
Currency GBP

Fund Manager UK Real Estate GP Limited

Total Fund Size £62,500,000
Fund Nav £45,659,017
Domicile Guernsey

* Fund NAV is currently below the Total Fund Size due to property acquisition
costs incurred, the accounting treatment of the Murabaha contracts under
IFRS, and recent valuation movement. This position is subject to change over
time subject to performance.

Distribution Summary

Dividends
Current Quarter Nil
Year to Date Nil
Since Launch? £12,109,375
1,500,000
1,000,000
500,000
0
QA & Q 9 O N Q N
¢ ¢ @ & ¢ ¢ ¢ ¢
Year-to-date dividend yield? 0.00%
Year-to-date dividend yield 0.00%

(annualised)?

! Launch date deemed as syndication 1 July 2017. Distribution from launch to
September 21
2Yield calculated by dividing total dividends paid by total capital subscriptions.

Underlying Asset Detail

Skyways Peterborough
Location Liverpool/NW England  Peterborough/Midlands
Asset Type Office Industrial/Logistics
Unexpired Lease Term 14.2 Years N/A
Next Rent Review 25/12/2025/ 2.5% pa N/A
Leverage 52% 65%

Underlying Assets

= Skyways

64%

Peterborough

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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Market Commentary

— Rent collection remains a priority for landlords, albeit seemingly now less a problem as most businesses have adapted to a

“new normal”. The latest data from Remit Consulting reported that 72.1% of rents were collected 7 days post-September
quarter date, about 10% higher than previous quarters but still below pre-pandemic receipts. Data from Remit Consulting is
derived from 125,000 leases and 31,500 assets, giving the most comprehensive view available on the UK real estate

market.

— At the reporting date, the mandate had successfully collected 100% of rents since the start of the pandemic, significantly
ahead of the market.

— The CBRE Monthly Index reported real estate total return of +5.1% for Q3, comprising mainly capital growth. The strong
capital growth is unsurprisingly driven by the Industrial sector which grew at a rate of +7.5%, better than the +5.9% for Q2
and the strongest quarter on record. Offices and retail sectors have also seen positive capital value growth this quarter,
seeing uplifts of 0.9% and 3.9% for the quarter.

— According to Colliers (October 2021), YTD transaction volumes stood at £41bn which is comparatively higher than the last
two years and in line with the rolling 5-year average. Overseas capital accounts for over half of all transactions so far this
year, however quarantine rules still apply to some international investors. Yield compression has continued into Q3,
signaling a return to ‘normality’ and an ongoing appetite for UK commercial real estate.

— Turning to the business space sectors specifically (data reported by Colliers, October 2021):

— The nine months to September 2021 saw £12.3bn invested into the industrial sector, beating every full-year
figure in history with a full quarter to go until the end of the year with yields compression still prevalent. YTD
office transaction volumes are only slightly below 2019 levels but travel restrictions (and accompanying
guarantine requirements) are still impacting activity.

— YTD leasing levels for the industrial sector were the second strongest Q1-Q3 recorded in history, despite being
11% down on the prior year record. Positive scenes as the office take-up for Q3 rose to the highest quarterly
level since the start of the pandemic. In addition, headline rents have resisted downward pressure as occupiers
continue to seek out premium and quality space.

Asset Update - Skyways

— Rent has been paid in full for the September quarter and there are no arrears.

— The sale to the cash-buyer for a purchase price of £38m was successfully concluded shortly after quarter end.

Asset Update - Peterborough

— We are under offer to Amazon on a new 15-year .

— Given the results obtained to date from due diligence taking place at Amazon’s request, we will be going direct to lease
with a target date of no later than December 10th. This significantly simplifies the steps to lease completion, which will be
the key focus for the fourth quarter.

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.



