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Investment Manager’s Note Fund Facts
FundStructure
* UK real estate market conditions improved at the outset of 2026, supported Asset Class
by moderating inflation and expectations of interest rate cuts. However, AssetType
recent geopolitical developments have weakened sentiment, with financing LaunchDate

costs increasing (c.40-50 bps) and transaction volumes slowing as some Currency
investors paused deployment. While this may impact near-term liquidity for FundMan

ager

held assets, the UK continues to benefit from its relative transparency and TotalFundSize

‘safe haven’ status, and retail warehousing remains a favoured sector. FundNAV
Domicile

) KFH

\‘ CAPITAL

Closed-ended

Real Estate

Commercial — Retail Warehouse
February 2019

GBP

UK Real Estate Il GP Limited
£37,219,510

£27,690,482

Guernsey

* Value-enhancing asset management initiatives have progressed pOSitiVely;  uk reai este i 6o Limited is reguiated by the Guernsey Financial Services Commission and licensed under The
Protection of Investors (Bailiwick of Guernsey) Law, 2020.

the re-gear with Easy Bathrooms completed in December, SECUriNg @ 5-YEar  uresiestate und i t Limited s reguiated by the Guernsey Financal Services Commission asa registered cosed-

term certain extension in exchange for 12 months’ half rent. The

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

outstanding open market rent review has also been agreed at a 9.5% uplift Distribution Summary

on the previous passing rent; increasing to £105,000 pa. Additionally, terms
are now agreed with B&M, adding 5-years to the tenant’s lease term in
exchange for 6 months’ rent free.

* The primary focus continues to be the re-gear of the Sainsbury’s lease at
Livingston. Terms have now been agreed on this asset, extending the lease
by 10 years in exchange for a 6-month rent free period commencing
December 2026. This regear is expected to enhance income duration and
support exit pricing. Further detail is provided on page 2 of this report.

1,500,000
1,000,000
500,000

0

UK Economic Commentary

* Encouraging inflation data at the start of 2026 supported expectations of a
downward path for interest rates, with the market entering the year on a
more positive footing. However, recent geopolitical developments have
reversed some of this momentum, with financing costs increasing by c.40-50

£526,263
£526,263

£21,095,827

Distributions Paid
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bps and gilt yields also moving higher, leading to a more cautious Underlying Asset Detail

investment environment and a slowdown in transaction activity.

*  Within the UK property market, retail assets continue to demonstrate
relative resilience. Retail warehousing in particular remains a preferred
sector, supported by robust occupier demand and positive rental dynamics.
While investor appetite has moderated in the near term, the sector is still
expected to outperform on a relative basis.

¢ Overall, near-term macro-economic uncertainty has increased, albeit recent
data is yet to fully evidence the impact of the Iranian conflict. In this context,

1.42%
5.66%
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.
Almondvale South Beck
Wakefield/
Livingston/Scotland .
Lbeston) Yorkshire
Retail Warehouse Retail Warehouse
8.5 Years 9.2 Years
Various Various
55.0% 55.0%

yields are expected to remain broadly stable, albeit there is downside risk Underlying Asset Value Spllt

with inflationary pressure likely to lead to at least one rate rise in 2026.
Nevertheless, we continue to see positive activity in capital markets where
there is still a weight of capital deploying across sectors, but with secondary
stock more likely to be impacted in pricing terms than prime.
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* The outlook for UK retail property at the beginning of 2026 was one of gradual improvement, with occupier demand continuing to recover
following a prolonged period of weakness. Colliers noted that leasing activity strengthened over the preceding 12 months, with demand for
space turning positive. They expected this momentum to carry into 2026, albeit at a measured pace given the still cautious consumer
backdrop, further impacted by inflationary concerns resulting from the conflict in the Middle East.

* Retail warehousing is expected to remain one of the more resilient subsectors within the UK real estate market, supported by structurally
low vacancy, robust occupier demand and continued focus from value-orientated retailers. However, the escalation of conflict in the Middle
East has introduced renewed volatility into global energy markets and inflation expectations, which may temper the pace of recovery in the
near term.

*  While the underlying supply-demand imbalance should continue to support rental growth, this is now expected to be more modest and
uneven as occupiers remain cautious in the face of elevated operating costs and potential pressure on consumer spending. From an
investment perspective, higher and more volatile gilt yields are likely to constrain further yield compression. As a result, total returns are
expected to remain predominantly income-driven.

* Notwithstanding these headwinds, well-let retail park assets with strong tenant covenants and affordable rental levels are expected to
continue to attract investor interest, particularly as they offer relatively secure cashflows in an uncertain macroeconomic environment. Total
returns for the sector are forecast to remain broadly in the region of 6-7% per annum, with income forming the majority of performance
and capital growth remaining more subdued until greater macroeconomic stability is achieved.

* Sainsbury’s, the anchor tenant at both Beck and Livingston, has continued to demonstrate strong operational performance into early 2026,
supported by sustained grocery market share gains and resilient consumer demand. The Group has reaffirmed its profit guidance, with retail
underlying operating profit expected to exceed £1.0bn for FY26, underlining the strength of its core trading platform.

* The asset management strategy remains focused on progressing a lease regear with Sainsbury’s, which represents 45% of income at Beck
and 68% at Livingston. Terms have now been agreed at Livingston, extending the lease in exchange for a 6-month rent free period
commencing December 2026. No re-gear was agreed at Beck, where the marriage value is more limited restricting the ability to agree a
value-accretive lease re-gear.

* The re-gear with Easy Bathrooms has completed, securing a new five-year lease extension in exchange for six months’ rent free
(structured as 12 months at half-rent). The outstanding rent review has now been negotiated and agreed at an uplifted rent of
£105,000 pa (previously £95,920 pa).

* In parallel, terms are agreed with B&M. The agreement here reflects 5-year lease extension in return for a deferred 6-month rent
free period. Once completed, these initiatives will have extended the income profile across 14% of the asset’s rent roll.

* As outlined above, the principal asset management focus at Livingston is securing agreement on the lease re-gear with
Sainsbury’s. An agreement has been reached securing an extension of the lease from 9.4-years to 20-years unexpired, in exchange
for a deferred 6-month rent free period. The extension will apply to ~70% of the asset’s rent roll, improving the blended unexpired
term on the asset from 8.5-years to 15.3-years’ unexpired. Board approval from Sainsbury’s is expected to take three weeks to
secure.

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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