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QUARTERLY REPORT
For the period June 30, 2025
Investment Manager's Note Fund Facts
* UK commercial property values stabilised further in Q2 2025, supported by Fund Structure Closed-ended
easing inflation (CPI at 3.4%) and a Bank of England interest rate cut to AssetClass Real Estate
4.25%. Despite early-year gilt market volatility and ongoing uncertainty AssetType Commercial - Retail Warehouse
around US trade policy, pricing has held firm, with the MSCI reporting 12- LaunchDate June 2019
month all-property total returns of 8.2%. Currency GBP
« Investor sentiment remains cautious, but occupational fundamentals are UndManager UK Real Estate Ill GP Limited
resilient—particularly in logistics and retail warehousing. Transaction |7 undoie £3YT00(000
volumes remain somewhat muted, but the yield spread over gilts and the Fumd»NA\/ S0
Domicile Guernsey

improving cost of capital are encouraging selective re-entry. While

‘\‘

KFH

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 IIl LP Limited is regulated by the Guemnsey Financial Services Commission as a
registered closed-  ended scheme under the Registered Collective Investment Scheme Rules, 2021,

uncertainty persists, especially in office markets, the broader outlook for
the UK commercial property market in H2 2025 is more encouraging, with
income-driven sectors continuing to lead the recovery.

¢ Knight Frank report continued rental growth and yield compression across
the retail warehousing sector in 2025. Prime yields remained stable, with
only modest softening in non-core assets. The IPF Spring Forecast projects
retail warehousing to be a top performer with total returns for prime assets
of 8.3% p.a. over the next four years.

Distribution Summary

£465,000
£930,000

£12,828,479

¢ The current distribution for Fund Il stands at 6% pa.

* We continue to seek engagement from B&Q’s property director on the
prospect of a re-gear across the portfolio, he has indicated he is reviewing
options; we expect a response shortly.

1,000,000 Diviaenas Pa'd

500,000
e Our current working business plan is to hold the assets into 2026 to benefit

from improved market sentiment and liquidity, however, in the absence of
further engagement from the tenant, a recommendation will be made in Q3
as to whether to progress with a disposal plan. We would recommend this
course of action before the shortening WAULT starts to meaningfully impact
the realisable value upon exit.

]

3.00%

6.00%

1 Launch date deemed as syndication 18 July 2019. Distribution from launch to the current quarter.

UK Economic Commentary

* Investor confidence is gradually building in UK real estate as the recovery
shows signs of traction through Q2 2025. The Labour government’s “Plan for
Change” has underpinned a steadier fiscal stance, and macro indicators are
showing signs of improvement, albeit inflation data released in July, with CPI
unexpectedly rising to 3.6%, points to rates staying higher for longer than
originally expected. Capital Economics, however, retain their forecast that
the Bank of England will continue cuts to a 3.0% base rate by end-2026.

2 Yield calculated by dividing total dividends paid by total capital subscriptions.

Underlying Asset Detall

B&Q, Wednesbury | B&Q, Cardiff B&Q, Washington|

West Midlands Wales North East

Retail Warehouse | Retail Warehouse | Retail Warehouse

89 Years 89 Years 89 Years

¢ While the Eurozone saw strong growth in H1, the impact of US tariffs is likely
to be disinflationary, stalling prospects of continued improvement
throughout the rest of the year. While the UK is also exposed to the same
geopolitical risks, market analysts are reporting reduced downward pressure
on GDP growth and easing upward pressure on inflation, signalling potential
improvements in the UK’s economy throughout H2.

2029/ 0-3% pa 2029 0-3% pa 2029 0-3% pa

47.1% (Blended)

Underlying Asset

e UK commercial real estate is relatively well insulated from US tariffs, but

with increased uncertainty over the rate and extent of the economic
recovery, capitalisation rates and 10-year gilt yields are likely to compress
more gradually.

* Positively, the retail warehouse sector is expected to benefit from stronger
income returns over the next four years. The previous re-basing of rents has
also allowed the sector to compete more effectively with online retail, and
total returns for 2025-29 are expected to be 8.4% per annum.

Washington
7% y

Cardiff
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For the period March 31,2025

* Despite broader economic uncertainty, the UK commercial property market is expected to improve further in H2 2025. The IPF’s latest
forecasts have upgraded all-property rental growth by 10-20 bps across 2025-28, with capital values expected to rise over 3% per
annum through 2027. Forecast total returns now stand at 8.2% per annum on average across the next five years, up from previous
estimates.

e Turning to the Retail Warehouse sector, institutional appetite for the sector remains stronger than most, particularly within the £15m—
£40m lot size range. Knight Frank have reported competitive bidding, with multiple assets transacting above valuation. The sector is
expected to see sustained rental growth and selective yield compression through the year.

* Retail warehouse investment volumes reached £1.5bn in H1 2025, a 32% increase year-on-year. This follows £3.35bn in 2024 — the
highest since 2021. While deal count dipped below the five-year average to 100, average lot sizes rose to £38m, reflecting the return of
larger transactions. Institutional capital remains dominant in the prime retail park space, with REITs and private equity active in core-plus
strategies. New international buyers, particularly from France and the US, made up 58% of H1 acquisitions. CBRE expects rental growth
to persist for prime parks, mainly for 7,500-20,000 sq ft units. Prime rents have risen 8% over the past year. Low vacancy and strong
demand are driving this, with overall retail warehouse vacancy at 6% in Q2.

* B&Q’s parent company, Kingfisher, reported strong trading figures for Q2 2025 with like-for-like growth driven by strong seasonal
category sales, with a positive performance also seen in core and ‘big-ticket” categories. B&Q’s marketplace penetration reached 45%,
with additional focus on bringing in international vendors. They have also completed the conversion of eight stores acquired from
Homebase.

* Regarding the impact of US tariffs, Kingfisher does not have any US sales or operations and source most of their products in Europe from
the same country in which those products are then sold. They also source 20-25% of products from Asia. It is therefore expected that
little direct impact from any potential further disruption in cross border tariffs will be seen.

* As outlined 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. Limited engagement has been had since this meeting, despite continued efforts to bring decision makers to the
table. The Head of Estates has indicated that he is still undertaking to review options, and we expect to hear back soon. It is likely that
the company is currently focussed on other occupations across their portfolio with more proximate lease events. Nevertheless, we
continue to push for a lease re-gear that would add value and liquidity to the assets held by the Fund. We also have the ability to draw a
further £3m from the debt provider to fund any lease re-gear agreed.

*  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 will make a recommendation to dispose of the assets 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.



	Slide 1
	Slide 2
	Slide 3
	Slide 4

