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Delivering asset
management



Ediston Property Investment
Company is a UK-listed Real Estate
Investment Trust (REIT) investing in
commercial property throughout
the UK. It has a strong track
record of, and continued focus

on, improving value through
intensive and entrepreneurial
asset management.

Our approach is to add value at all stages of the

investment process through the expertise and skill-set
of the team at our investment manager, Ediston Real
Estate. We invest in the main UK commercial property

sectors but without regard to a traditional property
market relative-return benchmark.

Calum Bruce

Our goal is to provide investors
with an atiractive level of
income through well-researched
acquisitions, which offer the
opportunity fo improve income and
add value through entrepreneurial
asset management.

Fund Manager:

Ediston Investment Services Limited
Llaunch date: 28 October 2014
SEDOL: BNGMZB6
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During the period two asset management initiatives 60
were completed at the office property in Birmingham,
St Philips Point.
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US retailer David's Bridal has agreed to lease 15,000 sq.
ft. of retail space in the lower ground floor of the building.
The destination refailer will transform the shopping mall
which was predominantly vacant when the asset was
acquired. David's Bridal is taking a 10-year lease at

a rent of £225,000 per annum. The lease will be on

full repairing and insuring (FRI) terms and will benefit
from upwards-only rent reviews, based on annual RPI
compounded and applied in year five, with an annual
collar and cap of 1% and 3% respectively.
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In a second deal, AXA Insurance UK plc, an existing
tenant, has restructured its existing leases over the fourth
to sixth floors and has expanded its operation by leasing
the vacant seventh floor. AXA now occupies 27,667

sq. ft. in St Philips Point, which is c. 32% of the office
accommodation. Each lease is for a term of ten years with

' North East
B North West

a five year tenant break option. AXA is paying an annual B WestMidlands 7%  B&Q ple
rent of £664,008. South West B Capita Business
B Scotland Services Ltd
This activity results in the property being 95% let with B South East = Ernst & Young LLP
only 5,328 sq. ft. of office accommodation available 0 Leisure B Yorkshire " AXA Insurance UK plc
on the eighth floor. The deals illustrates our style of asset B Office East Midlands B Weightmans LLP
management: unlocking value from redundant space while B Retail warehouse = Wales B Tenants less than 5%
transforming the retail offer, and building on relationships
with existing tenants. Both deals improve the income )
stream and capital value of the asset and underscore the Top Ten Property portfolio as at 30 June 2016
quality of the product on offer.
Market Value
Location Name Sub-sector Range (£) Tenure
We continue to work on other initiatives which we believe
will improve the quality of income within the portfolio. Birmingham St Philips Point Office - Rest of UK 25-30m  Freehold
Reading Phoenix House Office - Rest of South East 20-25m  Freehold
Wrexham Plas Coch Retail Park Retail Warehouse 20-25m  Freehold
Sheffield Cutlers Gate Office — Rest of UK 1520m  Freehold
Newcastle Citygate 2 Offices — Rest of UK 1520m  leasehold
Coatbridge B&Q Retail Warehouse 1520m  Heritable
Rhyl Clwyd Retail Park Retail Warehouse 1520m  Freehold
Daventry Abbey Retail Park Retail Warehouse 10-15m  Lleasehold
N e Edinburgh 145 Morrison Street Office — Rest of UK 10-15m  Heritable
i iston..
| info@ediston.com Bath Midland Bridge House Office — Rest of UK 0-5m  Freehold

Ediston Real Estate, 39 George Street,
Edinburgh, EH2 2HN




Over the period to 30 June 2016, the Company’s EPRA
NAV total return was 5.17% and its share price total
return was -1.76%. Unsurprisingly, the market volatility,
as a result of the vote to leave the EU, had a negative
impact on the Company’s share price. During the period
the share price had grown to 108.5 pence, however,
post vote the share price fell to 103.5 pence at close

on the 30 June.

The Company’s property portfolio is valued by Knight
Frank on a quarterly basis throughout the year. As at

30 June 2016 it was valued at £182.3 million, compared
to £181.1 million at end March 2016. The valuation
increase was principally due to the completion of the asset
management initiatives at St Philips Point in Birmingham.

Knight Frank, has prepared its valuation in the immediate
aftermath of the referendum result. Since the result was
announced, it has not been possible for them to fully gauge
the effect of the Brexit decision by reference to transactions
in the market place. In line with the approach adopted

by other valuers, Knight Frank has caveated its 30 June
valuation accordingly.

In the wake of Britain’s decision
to leave the EU, the financial
markets have experienced
significant turbulence and
volatility. The consensus is that
Brexit will have a negative impact
on the UK property sector with
property valuations being put
under downward pressure.

The extent of any changes in value may take
several weeks or even months to emerge as

the market tries to understand what impact the
referendum will have on liquidity and pricing.

We expect there to be a cut back in trading
activity, due to both the summer period and until
investors have digested the possible implications
of the outcome. We do expect to see disposals
from the UK institutions, many of whom suspended
trading in their open ended vehicles following an
increase in the number of redemption requests
they received. Whilst this course of action
grabbed the headlines, it does allow the manager
time to organise the sales process and prevent
against a “fire sale” taking place.

Danny O'Neil

Over the next few weeks more evidence will
emerge which will highlight the post referendum
trends, particularly in relation to pricing.

What has become apparent is that there are
several buyers who are still looking to invest

in UK real estate and see this as an opportunity
to increase their exposure.

In the context of the market uncertainty, it is
helpful to highlight some key attributes of the
property portfolio:

¢ The Company has no exposure to Cenfral
London markets, which may take the brunt
of any market weakness.

¢ The weighted average unexpired lease
length of the portfolio is 8.1 years, which
reduces the impact of any uncertainty
in occupational markets.

e 81% of the portfolio income is secured
against covenants with a D&B rating of 4A1
or better, providing security of dividend.

® low EPRA vacancy rate of 4.7%.

* Low gearing. Loan-to-value of 28.75%,
providing resilience against the risk of
covenant breach from significant market falls.

e Further asset management angles to exploit.

This document is not infended as an offer or solicitation for the purchase of shares in the Company and should not be relied on by any person for the purpose

of accounting, legal or tax advice or for making an investment decision. This document is intended solely for the information of the person to whom it is provided
by the Company or the Fund Manager. The payment of dividends and the repayment of capital are not guaranteed by the Company. Any forecast, projection or
target is indicative only and not guaranteed in any way, and any opinions expressed in this document are not statements of fact and are subject fo change, and
neither the Company nor the Fund Manager is under any obligation to update such opinions. Past performance is not a reliable indicator of future performance,
and investors may not get back the original amount invested. Unless otherwise stated the source of all the information contained in this document is the Fund
Manager. Information contained in this document is believed to be accurate at the date of publication, but neither the Company nor the Fund Manager gives
any representation or warranty as to the accuracy or completeness of the information contained in this document. This document does not contain and is not

to be taken as containing any financial product advice or financial product recommendation. Neither the Company nor the Fund Manager accepts any liability
whatsoever for any loss (whether direct or indirect) arising from the use of this documents or its contents.



