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REAL ESTATE FUNDIIILP

For the period ending June 30, 2026

* The UK real estate market delivered resilient income returns in Q2
2026 against an increasingly cautious investment backdrop. Escalating

. . . . . Closed-ended
geopolitical tensions in the Middle East reshaped sentiment through

Real Estate
the quarter, driving bond yields and energy costs higher and reversing Commercial — Retail Warehouse
the earlier expectation of near-term interest rate cuts. The Bank of July 2019
England held Base Rate at 3.75%, and with inflation now forecast to GoH

move higher, financing costs rose (c.40-50 bps) and credit availability g~ el

£31,000,000
tightened sharply. Investors responded by pausing deployment and G
transaction volumes remained subdued. Guernsey

UK Real Estate Il GP Limited is regulated by the Guernsey Financial Services Commission and licensed under The

* Following an extended period of engagement, B&Q finally confirmed e e o o o o e seniees Commision oo egtred s
they are unwilling to agree a lease re-gear. Consequently, the
anticipated uplift to the unexpired term will not be delivered ahead of
sale. Notwithstanding this, we have a follow-up call scheduled for
August to explore any remaining optionality with B&Q, including Dividends

ended scheme under the Registered Collective Investment Scheme Rules, 2021.

alternative lease structures or partial-portfolio arrangements that | curent quarter T
could still support liquidity and exit pricing. N RS
With the re-gear now discounted from the base case, the focus turns [Sictaunch’ el

to preparing the assets for disposal on their existing lease terms.
Agents at Xprop are instructed and the Manager is finalising
preparation for a launch of the assets post-the Summer recess. The
assets will be brought to the market on a portfolio basis, but with

0

assets also available individually, to ensure that pricing is maximised Q2030401Q2030401020304Q1020304Q1020304Q1020304Q1020304Q1 02
. '19'19'19'20'20'20'20'21'21'21'21'22'22'22'22'23'23'23'23'24'24'24'24'25'25'25'25'26'26
for investors.
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Year-to-date dividend yield? 3.00%

The year opened on a constructive footing, with inflation easing back | Vear-to-date dividend yield (annualised): 6.00%
towards target and markets anticipating a downward path for iNtEreSt e e sssymicaton 151y 2015 ossion rom unc o thecorent e

rates. That momentum has since unwound, as escalating conflict jn @ neheaaean

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 June but is expected to turn higher through B <
H2 as energy effects feed through, and the Bank of England held Bank |Location West Midlands Wales North East
Rate at 3.75% across Q2, with the market now leaning towards at least | assetType Retail Warehouse | Retail Warehouse | Retail Warehouse
one further rise in 2026 rather than the cuts previously expected. Unexpired Lease Term | 7.9 vears - S
Retail warehousing continues to offer one of the most compelling risk- [NEtHREICReview 1] 2029/03%pa [ 2029/03%pa | 2029/03%p2
adjusted opportunities in the UK property market. Supported by [‘e¥erEe k-

strong 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.

Overall, macro-economic uncertainty has ebbed and flowed through e S

the quarter in reaction to uncertainty around Kier Starmer’s . g

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 pressure and the prospect of a further

rate rise. Capital markets nonetheless remain active, with a continued Lo .
weight of capital deploying across sectors; pricing risk is concentrated

in secondary stock, with prime assets proving more defensive.



REAL ESTATE FUNDIIILP

For the period ending June 30, 2026

¢ 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 c.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.

* B&Q's covenant remains underpinned by a well-capitalised parent, though group-level trading has softened in early
2026. In its trading update to mid-Q2 2026, Kingfisher reported underlying group like-for-like sales of -0.7% against a
strong comparator, with total sales including marketplace up +0.8%. Kingfisher reaffirmed full-year guidance (adjusted
PBT of c.£565-625m and free cash flow of c.£450-510m) and continues its £300m share buyback, retaining a strong
balance sheet, good liquidity and investment-grade credit characteristics that continue to support a solid tenant
covenant.

* The Manager remains on track to exit all three assets during 2026. Significant efforts were made to secure a lease
extension with B&Q in return for a market-level incentive, with several proposals being made over a 12-month period.
However, following this extended period of engagement, during which B&Q had indicated a willingness to agree a
revised lease structure, the tenant has now confirmed that a re-gear is not something they are prepared to progress,
preferring the optionality that a shorter lease offers. Whilst disappointing, we anticipate bringing the assets to the
market with just under 8 years unexpired lease term and we expect a depth of interest for these well-trading assets in a
sought-after sector, albeit setting a realistic quoting price will be key to securing early engagement from prospective
buyers.

* The assets will be brought to the market in September with a view securing an exit of all three assets by calendar year
end.

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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