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Report of the Authorised Corporate Director

We are pleased to present the interim report and financial 
statements covering the period from 1 January 2022 to 
30 June 2022.

About the Company
The Royal London UK Real Estate Feeder Fund (the 
“Company”) is an open-ended investment company with 
variable capital (ICVC) which has Property Authorised 
Investment Fund (PAIF) status, as defined in Part 4A of the 
Tax Regulations and the Glossary to the FCA Handbook. 
It is governed by the OEIC Regulations, the Collective 
Investment Schemes sourcebook (COLL) and its Instrument 
of Incorporation. Registered in England with Company 
Number IC001092.

The Company is a feeder fund which has been established to 
facilitate investment in the Royal London UK Real Estate Fund 
(the “Master Fund”).

The shareholders are not liable for the debts of the Company.

Authorised status
The Company is a stand-alone Collective Investment Scheme 
as defined in the Financial Services and Markets Act 2000. The 
Company was authorised by the Financial Conduct Authority 
(FCA) on 7 June 2017 and its Instrument of Incorporation was 
registered with the Registrar of Companies for England & Wales 
on 1 October 2017. The Company qualifies as an Alternative 
Investment Fund within the meaning of Alternative Investment 
Fund Managers Directive (“AIFMD”) for the purposes of the 
FCA Rules.

The Company is a Qualified Investor Scheme (QIS) and a feeder 
fund dedicated to investment in units of the Royal London Real 
Estate Fund (the “Master Fund”), details of which are set out on 
Part 2 of Appendix 1 of the Prospectus. The Company qualifies 
as a PAIF for tax purposes.

The financial statements
As required by the OEIC Regulations, information for Royal 
London Real Estate Feeder Fund (the “Company”) has been 
included in these financial statements. We have provided a 
detailed description of the strategy that was adopted during the 
period under review.

This report has been prepared in accordance with the 
requirements of the Collective Investment Schemes 
Sourcebook as issued and amended by the Financial 
Conduct Authority.

For and behalf of Royal London Unit Trust 
Managers Limited

Authorised Corporate Director

R. Kumar  (Director)

S. Spiller  (Director)

23 August 2022
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Objective
The investment objective of the Royal London UK Real Estate 
Feeder Fund (the “Company”) is to achieve capital growth and 
income by investing solely in the Royal London UK Real Estate 
Fund (the “Master Fund”).

As the Company’s sole investment are units held in the Master 
Fund, the Company is subject to the same underlying risks 
and returns of the Master Fund, and as such, the commentary 
presented on pages 4 to 9 is consistent with those of the 
Master Fund.

The investment objective of the Royal London UK Real Estate 
Fund (the “Master Fund”) is to outperform the 12 month total 
return of the Master Fund’s benchmark, the All Balanced Funds 
component of the MSCI/AREF UK Quarterly Property Fund 
Index. This index measures quarterly total returns on a net 
asset value basis.

Strategy
The Master Fund will invest in UK real estate across all major 
property sectors in a balanced portfolio with a strong emphasis 
towards prime assets in London and the South East. Stock 
selection will be paramount in acquisition decisions, and 
to exploit assets through active management and selective 
developments, while managing risks and void exposure.

Performance
The Master Fund had a very strong year to date, delivering total 
returns of +11.80% (30/06/21: 5.85%) over the 6 months to 30 
June 2022. This compares favourably with the All Balanced 
Funds component of the MSCI/AREF UK Quarterly Property 
Fund Index at +9.78% (30/06/21: 6.05%).

Outperformance has been driven by a combination of asset 
allocation and stock selection. A relative overweight position to 
London industrials has been beneficial to the Master Fund and 
major developments projects have progressed successfully, 
contributing to performance in the year to date.

Since the Master Fund was launched in October 2017, it has 
delivered consistent outperformance against the All Balanced 
Funds component of the MSCI/AREF UK Quarterly Property 
Fund Index, delivering outperformance of 144 basis points 
(30/06/21: 358 basis points) on an annualised basis. Since 
inception, the Master Fund is ranked in the top quartile, with 
an annualised total return (net of fund management fees) of 
9.47%. Of the larger funds in its benchmark (those with a NAV 
greater than £1bn), the Master Fund is ranked first.

Investment Adviser’s report

Market review
High inflation and the Ukraine crisis have dented the prospects 
for real economic growth. Against this uncertain economic 
backdrop, the outlook for UK commercial property appears to 
be at an important juncture. Whilst in the direct property market 
we are yet to see a softening of values, sentiment is starting to 
move in line with the equity and fixed income markets.

Despite stronger than expected monthly GDP growth in 
May, the UK economy remains at risk of recession, with 
weak consumer confidence and business optimism falling. 
Energy prices remain an issue and a further large energy bill 
increase looks set for households in October. With inflation still 
stubbornly on the rise and at multi-decade highs, the Bank of 
England is expected to continue to hike interest rates and may 
accelerate policy tightening.

As at 11 July, global equities have returned -15.5% on a year-
to-date basis. Over the same period, UK gilts have returned 
-14.9%. In contrast, the direct property market has seen the 
strong momentum from 2021 carry into the start of the year, 
with the MSCI UK Monthly Index, recording YTD total returns 
of +9.6.

All Sector performance in Q2 was 3.8%, down from the 5.6% 
seen in Q1, but still showing positive capital growth, with values 
increasing on average by 2.6% over the last three months. 
Divergence between sectors remains a key theme with the 
standout performers in Q2 being industrial assets and retail 
warehouses, with office assets lagging.

The weight of capital chasing UK real estate has seen yields fall 
from 5.43% in December 2021 down to 5.15% as at the end of 
Q2. During this time yields across fixed income markets have 
been rising. Consequently, the spread to ten-year government 
bond yields has narrowed significantly. A higher “risk-free” rate 
of return may begin to exert pressure on property pricing and 
property yields could disconnect from their recent trend and 
begin to rise. We would expect this to be felt more sharply at the 
secondary end of the market, but prime yields could also come 
under pressure if bond yields rise beyond current expectations.

Recession fears are beginning to weigh on investment activity, 
with buyers recently becoming much more cautious. Investor 
confidence has weakened from the elevated levels seen at 
the turn of the year. Anecdotal evidence suggests several 
recent deals have stalled with rising borrowing costs causing 
leveraged buyers to step back from the market. Transactional 
activity was fairly subdued in May, with Colliers reporting 
volumes of £2.7bn, which was down slightly from April’s figure 
of £3.1bn. During the first five months of the year, a total of 
£23bn was transacted, which is 10% above the five-year 
average of £20.3bn. But that margin is front loaded and has 
narrowed from where it was in March. We expect volumes in 
the second half of the year to moderate further, although there 
is scope for a revival if the economic outlook were to show 
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signs of improvement activity is likely to slow or be delayed, 
which will constrain supply. A sharp or prolonged economic 
downturn would have implications on corporate activity and 
decision making and could see occupational requirements 
weaken, but at present tenant demand remains robust. The 
focus of this demand is centred on best-in-class assets, with 
the operational performance of buildings crucial as companies 
seek to make progress towards “net zero” emissions targets.

Despite a more challenging outlook, real estate remains a 
tangible investment with intrinsic worth. Institutional investors 
and allocators have long valued the diversification benefits 
the asset class brings as well as the long term cashflows and 
protection from inflation the asset class can offer. Furthermore, 
in a volatile geo-political environment, the UK’s safe haven 
status should play to its advantage and will continue to provide 
scope for portfolio resilience. Previous turning points in the cycle 
have offered opportunities for active managers with capital. As 
we enter the next stage, ESG considerations will remain at 
the forefront of strategies. Moreover, tenant engagement and 
maintaining income will be paramount.

Portfolio review
As at 30 June 2022, the Master Fund’s investment portfolio 
was value at £3,778.87m (31/12/21: £3,301.06m), held across 
79 investments (31/12/21: 78 investments). The Master Fund 
holds 3 (31/12/21: 1) indirect investments valued at £253.20m 
(31/12/21: £88.37m) and 77 (31/12/21: 77) directly held property 
investments with a value of £3,525.67m (31/12/21: £3,212.69m). 
The directly held property investment portfolio has an annual 
rent passing of £117.50m (31/12/21: £118.80m) across 
590 tenancies (31/12/21: 568 tenancies), giving a portfolio 
income yield of 4.0% (31/12/21: 4.3%) and a reversionary 
portfolio yield of 4.1% (31/12/21: 4.4%).

There remains a strong emphasis on bringing forward the 
Master Fund’s properties for active management/refurbishment/
redevelopment. Construction work is ongoing at The Earnshaw 
and Medius House, London. At Holborn Viaduct planning 
consent has been granted and a pre-let agreement with Hogan 
Lovells has been reached for a large redevelopment scheme, 
which will involve the demolition of the existing building as 
well as the adjoining properties: Meridian House and 32/33a 
Farringdon Street, London. A development scheme is also 
being prepared at Frith & Dean Street with a view to developing 
the building in the near future.

The industrial portfolio has seen significant growth in the last six 
months, with its value increasing from £1.102bn in December 
2021, up to £1.410bn in June 2022. Much of this has come from 
the London portfolio, which has seen very strong performance.

The office portfolio has also increased in value from £1.020bn 
to £1.078bn, although much of this increase is the result of 
capital expenditure deployed at The Earnshaw.

Investment Adviser’s report (continued)

The retail sector has also seen valuations increase, from 
£937.8m to £948.8m. The majority of this increase has come 
from its Retail warehouse portfolio.

The Master Fund’s vacancy rate has remained relatively stable 
falling slightly from 8.5% as at December 2021, down to 8.3% 
as at June 2022. This level is slightly lower than the benchmark 
vacancy rate which stood at 10.0% as at Q1 2022. The Master 
Funds income return is typically lower than the benchmark, the 
result of a more prime portfolio, which is overweight to London 
and as a result is lower yielding. This is the trade-off for holding 
better quality assets and since fund inception this has been 
rewarded by higher rates of capital growth.

Rent collection
The Master Fund has a collection rate to date of 92.62% 
(30/06/21: 82.68%) of the collectable rent demand for the 
period. The remainder is subject to either ongoing discussions 
with tenants, agreements that have been reached or potential 
legal action to pursue recovery.

Balance sheet management
As at the 30 June 2022 the Master Fund held £159.13m 
(31/12/21: £98.3m) in cash equating to 4.1% (31/12/21: 2.9%) 
of NAV.

The Master Fund currently has no gearing.

Portfolio activity

Acquisition
In June, the Master Fund acquired 0.24 acres of land, adjacent 
to its existing holding at International Trading Estate Southall, 
for £4m. The land benefits from a historic right of way over all 
of the estate roads, so by purchasing the land the Master Fund 
will be able to extinguish these rights of way. The purchase 
is the last remaining part of the wider estate, so provides the 
Master Fund with an unfettered development site.

Disposals
In February, the Master Fund completed the sale of Hurlingham 
Retail Park for £59.35m. In the years leading up to the 
lease expiry planning permission was obtained to facilitate 
development for residential and riverside commercial use. 
With the benefit of that planning permission contracts were 
exchanged in late September 2021 for a sale to a residential 
developer. The sale price was significantly in excess of the value 
of the property as a retail park and demonstrates the strength 
of the Master Fund’s strategy of investing in core assets with a 
long term investment and active management philosophy.

Market review – continued
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Portfolio activity – continued

Asset management and lettings
Industrial

Metroplex Industrial Estate, Salford: Metroplex Industrial 
Estate is a well located industrial asset, positioned opposite 
Media City in Salford. In Q1 the Master Fund completed 2 
lettings to strong covenants significantly ahead of ERV. Unit 320 
was formerly occupied by Sodexo Limited at a rent of £6.25psf, 
until they exercised their December 2021 break option. Shortly 
after they vacated terms were agreed with Shoalter Automation 
(UK) to take the unit on a new 10 year lease with a 5th year 
break and rent review, 4 months’ rent free at a rent of £8.95psf. 
The new rent is 43.2% ahead of the previous passing rent, and 
19.3% ahead of ERV at the time of instructing solicitors. Unit 
500 became vacant in Q3 21 following the former tenant going 
into liquidation, terms were agreed with Citysprint UK Limited 
on a new 10 year lease, with a 5th year break and rent review, 
3 months’ rent free at £8.95psf. This equates to 37.7% ahead of 
the previous passing rent and 19.3% ahead of ERV at the time 
of instructing solicitors.

Pasadena Close, Hayes: The Master Fund will be getting 
vacant possession of this 70,000 sq ft unit in September 2022. 
It is proposed to carry out a comprehensive refurbishment of 
the unit to bring it up to a modern grade A standard. The works 
will not be complete until Q1 2023, however, good interest is 
already being received from potential tenants.

Elland Road Industrial Estate, Leeds: Unit 1 was formally 
occupied by Booker Limited, who used the unit as a cash and 
carry. They vacated in late 2021 in order to consolidate into 
a nearby branch. The unit is 53,000 sq ft with a small yard 
relative to its size. On agents advice, a planning application 
was submitted to split the unit into 3 smaller ones with self-
contained yards. This application was successfully determined 
in early 2022. This proposed asset management initiative was 
under-written on the basis of achieving £7psf on each of the 
proposed individual units.

Prior to commencing the works to divide the unit, terms were 
agreed with Travis Perkins PLC to take the whole on a straight 
10 year lease, at a rent of £6.75psf with 12 months rent free. 
The agreed rent was £0.50p ahead of the leasing advice 
and required the Master Fund to expend significantly less 
capital expenditure.

After successfully completing an Agreement for Lease, the 
Master Fund is now awaiting the determination of a planning 
application for a change of use to ‘sui generis’ before 
commencing a limited refurbishment programme. This letting 
will add another well-known trade operator to this already 
established trade location.

Six Bridges Industrial Estate, London: Six Bridges Industrial 
Estate is an established trade and industrial estate located in 
a prominent position along Old Kent Road in Southwark. The 
Master Fund has successfully completed the letting of Unit 

Investment Adviser’s report (continued)

C1 to Glum Tortoise Ltd. The Unit was formally occupied by 
Jayhawk Ltd, on a lease expiring in 2025, paying significantly 
less than market rent. The former tenant wished to assign their 
lease and submitted an application for landlords consent. The 
Master Fund saw this as an opportunity to capitalise on the lack 
of supply in the Central London industrial market, which has led 
to very strong rental growth. It negotiated a suitable surrender 
with the former tenant and took vacant possession in Q1 2022.

The Master Fund then undertook a 3 month refurbishment 
programme to return the unit to a lettable condition and to 
improve the EPC rating to a B. Within 3 months of the unit 
becoming vacant, it went under offer to Glum Tortoise ltd at a 
rent of £28psf, on an 8 year lease, 5th year tenant break and 
rent review with 4 months’ rent free. The newly agreed rent was 
37% higher than the last letting undertaken on the estate and as 
a result of this transaction, the valuation saw a 12% increase on 
the quarter. The Master Fund also retained flexibility to achieve 
vacant possession in July 2027 in order to bring forward an 
industrial led, mixed use development if it wished.

Retail

Colton Retail Park, Leeds: An Agreement for Lease and Lease 
with Costa Ltd for a new 1,800 sq ft drive-thru pod was agreed. 
The Agreement for Lease has been exchanged with a preferred 
contractor identified and in the process of being appointed. The 
programme is scheduled to be 30 weeks inclusive of lead in 
with Practical Completion anticipated in early March 2023.

Capitol Retail & Leisure Parks, Preston: Terms have now 
been agreed on one of the two vacant restaurant units. A 
new 15-year lease to Majestic Wine at a rent of £80,000 per 
annum has been agreed subject to a tenant only break on 
the 10th anniversary. Six months’ rent free has been agreed 
and a capital contribution of £100,000 to the tenant in lieu of 
landlord works to take the unit as seen. There will be 5 yearly 
rent reviews in line with CPI compounded annually subject to a 
collar and cap of 2% and 4%. The letting to a local operator that 
was reported in Q1 2022 is now in solicitors hands.

The deal on Unit 4 to BedWorld that was reported in 2021 
didn’t progress, however we have secured alternate interest 
and agreed revised terms with another party. A new 10-year 
lease with Dunkin Donuts at a rent of £65,000 per annum has 
been agreed with a tenant only break on the 5th anniversary 
subject to 3 month break penalty. Nine months’ rent free has 
been agreed.

Sprowston Retail Park, Norwich: An Agreement for Lease 
has now exchanged with Costa Ltd for a new 1,800 sq ft 
drive-thru pod with a preferred contractor identified and in 
the process of being appointed. The programme is scheduled 
to be 30 weeks inclusive of lead in with Practical Completion 
anticipated in early March 2023.
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Portfolio review and activities – continued

Asset management and lettings – continued
Retail – continued

Kingston: Terms have been agreed with Jimmy Fairly to take a 
new 10 year lease at an initial rent of £45,000 per annum rising 
to £50,000 per annum over the first five years. This lease has 
now completed with a lease commencement date of 27 April 
2022. Solicitors have been instructed on the re-gear of the 
Hobbs lease that was also reported in Q1 2022 and completion 
is expected imminently

Horsted Retail Park, Chatham: We have previously reported 
on the subdivision of the former Toys R Us unit which was pre-
let to Home Bargains and UFC Gyms. Unfortunately, due to 
the impact that the pandemic had on the UFC business, the 
company had difficulty meetings its rental commitments. The 
Master Fund has now successfully taken back control of this 
18,300 sq ft unit, and it is under offer to JD Sports Gym Limited 
for a health and fitness club, including a swimming pool which 
will add an interesting new use for the retail park.

The term is for 15 years with a tenant only break at year 10 
and the rent is £275,000 per annum / £15.00 per sq ft. There 
are 5 yearly, upward only rent reviews to the lower of market 
rent or 2% per annum compound. The rent is therefore 
capped at £311,137 per annum at the next rent review. The 
tenant is receiving 12 months rent free and the Master Fund is 
contributing £100,000 towards the fit out cost.

Offices

Despite the impact of the pandemic and the challenges being 
felt in the wider economic environment, the leasing market 
remained buoyant in Central London in Q2 2022 with 2.6 million 
sq ft take up. There continue to be pockets of competition on 
prime, best in class buildings, with rents being achieved of £130 
psf plus in the West End and £100 plus in the City. The market 
for well specified units of sub 10,000 sq ft is seeing significant 
levels of activity and there has been a marked increase in 
momentum for larger requirements.

Flight to quality is driving rents generally as buildings of this 
quality are limited in supply. Landlords who are proactively 
addressing sustainability, and amenity provision are significantly 
improving their chances of retaining existing and attracting new 
occupiers. The dynamics of the London Office market should 
play well to the Master Fund’s office portfolio being invested in 
central London and strong development opportunities.

21 Holborn Viaduct, 32 and 34 Farringdon Street, London: 
The Agreement for Lease with Hogan Lovells International LLP 
on this 267,000 sq ft redevelopment scheme exchanged during 
Q1. The transaction is now only conditional on a Road Closure 
Order being granted. The Road Closure order application 
process is progressing on schedule.

Investment Adviser’s report (continued)

The Road Closure Stopping Up Order was issued on 26 May 
meaning the JR period for the Road closure finishes on 26 July 
and subject to no application for Judicial Review by 26 July the 
Agreement for Lease will go unconditional on 3 August.

The standard utility objections have all been dealt with and 
consequently withdrawn. There appear to be no grounds to 
make an application for JR and as such the RCO is expected 
to be confirmed on 26 July when the Agreement for Lease 
will complete.

Hogan Lovells have confirmed they will vacate 21 Holborn 
Viaduct on 26 July. Tesco have vacated their unit and their 
lease terminates on 31 July. Subway are still trading but have 
confirmed they will vacate by their surrender date of 31 July.

Notice has been served on Business Law to terminate their 
lease by 1 September. Willmot Dixon lease expires 16 January 
2023. WD move date depends on completion of the Fit out of 
their new offices in Old Bailey. Their Fit-Out works are currently 
on track to complete by 31 October. So Willmot Dixon are 
expecting to be able to vacate early. The 3 other demises for 
this property are vacant.

The Strip-Out and Demolition contract has been agreed with 
Erith and early access is to be provided from mid-May so they 
can undertake various surveys and begin the soft strip. The 
Stage 3 detailed design is close to completion and a short list 
of Tier 1 contractors is being drawn up.

The Distillery, Glassfields, Bristol: Glassfields Bristol 
comprises a mixed use development site located in a prime 
location in Bristol city centre in close proximity of Temple 
meads station. The site comprises a Jury’s Hotel, and a 
92,0000 sq ft office development across two buildings known 
as The Distillery as well as a two remaining development plots 
and a collection of period properties fronting Broad Plain.

The documentation has completed for Cloud Computing 
company, Pax8 to take the top 3 floors of Distillery 2 comprising 
24,375 sq ft, for their new UK HQ building. The deal represented 
the largest transaction for the Quarter in Bristol and the tenant 
is due to take occupation following the fit out completion in Q3.

Several other floors went under offer during the quarter to 
multiple tenants. Canada Life are under offer on the top three 
floors of Building 1 comprising 13,260 sq ft for a term of 10 
years on market terms. The Master Fund have also placed 
5,906 sq ft under offer to Armadillo Associates across two 
ground floor suites on a 10 year lease subject to a 5 year break 
at rents reflecting £38 psf.

Phases three and four will comprise two further office 
developments of c.120,000 sq ft and 65,000 sq ft. Following 
the leasing success on the Distillery a professional team is in 
the process of being appointing to facilitate the delivery of the 
next phase.

Royal London UK Real Estate Feeder Fund 7



Portfolio review and activities – continued

Asset management and lettings – continued
Offices – continued

60 Fenchurch Street: 60 Fenchurch Street is a 12 storey 
office building of 61,000 sq ft, located opposite Fenchurch 
Street station. The building comprises floorplates of 5,000 
ft and is multi-let with the largest occupier being Sedgwick 
International having 5 floors, (a result of expansion and re-
negotiation in 2018).

A comprehensive refurbishment scheme is proposed for the 
reception and end-of-journey facilities which will completely 
reposition the asset and significantly improve the buildings offer.

During this period of disruption, the Master Fund have been 
engaging with the occupiers to maintain good relations and 
provide future clarity on the future buildings credentials. As 
a result, a deal has been negotiated to relocate Inchcape 
Shipping from the 8th Floor to the refurbished and fitted 3rd 
floor with a refurbishment of the 8th Floor to follow.

The Master Fund have engaged with Sedgwick on their future 
occupational requirements and the relocation of Inchcape 
will provide the opportunity to consolidate Sedgwick into 
contiguous floors on the best space in the building and renewal 
terms are in negotiation.

2 City Place, Gatwick: The property comprises a high quality 
office building of 84,500 sq ft, built in 2000 adjacent to Gatwick 
Airport with a multi-story car park to the rear. The building 
comprises Ground and three upper floors and is multi-let to 
a range of professional service occupiers including BDO, Air 
Partners and Reflection Marine Ltd. BDO has not exercised 
its lease break option and will remain in occupation until April 
2028. Discussions are taking place with Air Partners for a 
lease renewal.

A programme of refurbishment works is progressing well on the 
Part 1st Floor and whole 3rd Floor (10,400 sq ft and 21,500 sq 
ft respectively). The scope of work includes a redesign to the 
reception, common parts, and the installation of new shower 
facilities in a self-contained block to the rear of the property. 
Works commenced on site in June, with practical completion 
due on the 10 October 2022.

1-3 St Paul’s Churchyard: St Paul’s Churchyard is a high 
quality mixed use asset, comprising of c.75,000 sq ft of office, 
retail and hotel accommodation. Throughout the COVID period 
the Master Fund have been working closely with the retail 
occupiers and have recently re-geared the lease to Franco 
Manca for an additional 10 years at the same pre-COVID rental 
level. As part of the deal a 10 month rent free period was also 
negotiated, part of which would be used to clear the historic 
COVID arrears, with the remaining to benefit the tenant.

Investment Adviser’s report (continued)

The Master Fund is also in the final stages of documenting 
an agreed 23 year re-gear to The Jury’s Inn, who operate the 
hotel element of the property. Again, the rental level has been 
maintained and the future rent reviews will be linked to RPI / 
CPIH+0.8%.

The office accommodation is fully let to Genesis Oil & Gas 
Consulting until August 2025. The tenant no longer needs all 
the office accommodation and has started to sub-let the space. 
A development team are in the process of being appointed to 
explore the refurbishment/development options to maximise 
the return for the Master Fund.

Responsible Property Investment (RPI)
In 2021, RLAM Property’s Net Zero Carbon pathway was 
launched, with the target of achieving Net Zero Carbon 
across directly managed assets and developments by 2030, 
and indirectly managed assets by 2040. Understanding the 
current operational performance of our assets is fundamental 
to identifying the interventions required to achieve Net Zero 
Carbon within the relevant timeframe.

Over Q2 2022, the Master Fund commenced Net Zero Carbon 
audits across its 15 multi-let offices that need to be Net Zero 
Carbon by 2030. These audits will analyse the performance 
of the buildings in comparison to the 1.5-degree pathway 
set out by the Carbon Risk Real Estate Monitor (CRREM). 
This will identify a set of interventions required to meet likely 
decarbonisation targets and energy reduction targets out to 
2035. This will ensure that the Master Fund’s assets align with 
its Net Zero Carbon commitments, future proofs the asset to a 
changing regulatory landscape and protects value. Alongside 
Net Zero Carbon, these audits will assess water use, waste 
generation, and health and wellbeing, ensuring we take a 
holistic approach to sustainability.

Furthermore, the Master Fund recently received a Bronze 
Green Apple Award at 2 City Place, Gatwick, for implementing 
a new waste segregation initiative. A food waste stream was 
introduced, and our property managers were proactive in 
educating tenants on what could/could not be accepted to 
ensure successful implementation. There are now seven 
waste segregation routes on site, of which six are recyclable. 
Following this initiative, recycling rates have increased, 
minimising environmental impact and creating financial benefit 
to occupiers.

Another key achievement has been the increase in the number 
of Building Research Establishment Environmental Assessment 
Method (BREEAM) certificates across the Master Fund, now 
covering 24% of assets by floor area, compared to 23% in 2020. 
Targeting this certification allows the Master Fund to establish 
and enhance the sustainable operational performance of its 
assets, while identifying improvement opportunities.

Royal London UK Real Estate Feeder Fund 8



Economic overview
Business surveys suggest that Q2 2022 was a bumpy period 
for global activity growth. A COVID wave hit output in China 
in late Q1, leading to lockdowns and production disruption in 
early Q2. The latter part of the quarter saw recovery in China, 
but an apparent slowing in several other major economies as 
central banks hiked rates and high inflation bit into consumer 
activity and business confidence. Inflation continued to rise 
and remains at very high levels across many developed 
economies. Q2 saw 125bp of interest rate hikes in the US, with 
175bp more signalled by the end of the year. The ECB ended 
QE and signalled a rate hike in July 2022. The Bank of England 
hiked rates another 50bp over Q2.

Real UK GDP shrank slightly in April but grew relatively robustly 
in May (0.5% month-on month). The June UK PMI composite 
business activity survey remained consistent with a relatively 
strong pace of GDP growth, despite the challenges of high 
inflation. However, business optimism on the PMI measure 
fell significantly over the quarter and, within the GDP figure, 
there were signs of a struggling consumer sector as consumer-
facing services output fell slightly in May and May retail sales 
volumes fell.

Consumer price inflation rose even higher in Q2 with higher 
energy prices and continued supply chain problems still playing 
a role globally, alongside food prices. There were signs of 
inflation broadening out in several economies too, arguably 
reflecting a growing domestically driven element of inflation 
pressure. In the UK, CPI reached 9.1% year-on-year by May, 
pushed up in particular by April’s rise in energy bills, and RPI 
reached 11.7%. In the three months to April 2022, headline 
regular pay grew by 4.2%, strong by post-financial crisis 
standards. Business surveys pointed to still elevated input 
cost pressures. Consensus expectations are for UK inflation to 
now peak in Q4 2022 after another expected large increase in 
energy bills in October.

Unemployment rates stabilised or continued to fall. US, UK 
and Euro area unemployment rates are close to or below pre-
pandemic levels. In the UK, the unemployment rate ticked up a 
bit in April as inactivity fell. Generally, labour markets generally 
continue to look tight across developed economies. With tight 
labour markets, high inflation and generally higher inflation 
expectations, central banks have continued to tighten policy.

UK and Euro area tensions remained high over the quarter with 
the UK government pressing ahead with plans for legislation 
that would override the Northern Ireland protocol.

Despite the challenges facing the UK economic outlook, 
recession is not widely expected, and consensus expectations 
are for 4.0% GDP growth in 2022 and 2.0% GDP growth in 
2023. An outperforming vaccination programme and high 
household and corporate aggregate cash levels should 
help offset some of the pressures faced by households and 
corporates. Prospects for business investment to drive further 
recovery still look good once uncertainty recedes.

Investment Adviser’s report (continued)

Recession remains a concern. High inflation poses challenges 
for the consumer, including in the UK with pay growth still 
running below inflation and with prospects of another large rise 
in energy bills ahead. However, the government introduced 
a further package of fiscal measures in Q2 2022 in light of 
the increased cost of living, amounting to some 0.6% GDP. 
Households still appear to be running with substantial excess 
savings stocks too, although there remains a question around 
how willing households will be to run these savings down and 
around who holds these savings.

UK and Euro area tensions remained high over the quarter with 
the UK government pressing ahead with plans for legislation 
that would override the Northern Ireland protocol.

Drew Watkins 
Portfolio Fund Manager 
28 July 2022 
Royal London Asset Management

This report covers investment performance, activity and 
outlook. For a wider look at the Master Fund, our Annual 
Value Assessment report is available on www.rlam.com. 
Portfolio holdings are subject to change, for information only 
and are not investment recommendations.
The views expressed are the author’s own and do not 
constitute investment advice and are not an indicator of future 
the Master Fund’s performance.
Source: Royal London Asset Management, unless 
otherwise stated.
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Portfolio Statement
As at 30 June 2022

Real Estate Authorised Contractual Scheme – 100.00% 
(31/12/21 – 100.00%)

 521,767 Royal London UK Real Estate Z Inc  69,194   100.00

Total value of investments   69,194   100.00

Net other assets  –  –

Total net assets   69,194   100.00

Holding Investment

Market 
value 

(£’000)

Total net 
assets 

(%)
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Summary of Material Portfolio Changes
For the six month period ended 30 June 2022

Significant Purchases

Cost 
£’000

No purchases in the period –

Significant Sales

Proceeds 
£’000

No sales in the period –

The purchases and sales detail the material changes in the 
portfolio during the period.
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Class J Gross Income

Change in net assets 30/06/2022 31/12/2021 31/12/2020 31/12/2019
per share (£) (£) (£) (£)

Opening net asset 
value per share

119.98 102.48 105.67 107.00

Return before operating 
charges*

14.73 21.71 1.26 3.75

Operating charges (0.60) (0.90) (1.49) (1.38)

Return after operating 
charges*

14.13 20.81 (0.23) 2.37

Distribution on income 
share

(1.50) (3.31) (2.96) (3.70)

Closing net asset 
value per share

132.61 119.98 102.48 105.67

* after direct transaction 
costs of:

0.00 0.00 0.00 0.00

Performance
Return after charges 11.78% 20.31% (0.22)% 2.21%

Other information
Closing net asset value 
(£'000)

69,194 62,601 53,470 55,136

Closing number of 
shares

521,767 521,767 521,767 521,767

Operating charges 
excluding property 
expenses

0.71% 0.71% 0.71% 0.71%

Property expenses 0.27% 0.14% 0.74% 0.57%
Operating charges 0.98% 0.85% 1.45% 1.28%
Direct transaction costs 0.00% 0.00% 0.00% 0.00%

Prices
Highest share price 136.59 123.58 106.92 109.88
Lowest share price 127.04 101.89 99.13 104.09

It should be remembered that past performance is not a 
reliable indicator of future performance and that the value of 
shares, and the income derived from them, can vary.

Comparative Table
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Financial Statements

Statement of Total Return
For the six month period ended 30 June 2022

30 Jun 2022 30 Jun 2021
£’000 £’000 £’000 £’000

Income

Net capital gains  6,595  2,268

Revenue  1,203  1,175

Expenses  (423)  (335)

Interest payable and 
similar charges

 –  –

Net revenue before 
taxation

780 840

Taxation  –  –

Net revenue after 
taxation

780 840

Total return before 
distributions

7,375 3,108

Distributions  (782)  (841)

Changes in net 
assets attributable 
to shareholders from 
investment activities

6,593 2,267

Statement of Change in Net Assets 
Attributable to Shareholders
For the six month period ended 30 June 2022

30 Jun 2022 30 Jun 2021
£’000 £’000 £’000 £’000

Opening net assets 
attributable to 
shareholders

 62,601  53,470

Amounts receivable on 
issue of shares

 –  –

Amounts payable on 
cancellation of shares

 –  –

 –  –

Changes in net 
assets attributable 
to shareholders from 
investment activities

 6,593  2,267

Closing net assets 
attributable to 
shareholders

69,194 55,737

Balance Sheet
As at 30 June 2022

30 Jun 2022 31 Dec 2021
£’000 £’000

Assets

Fixed Assets:

Investments 69,194 62,601

Current assets:

Debtors 378 448

Cash and bank balances  –  –

Total current assets 378 448

Total assets 69,572 63,049

Liabilities

Creditors:

Distribution payable 378 448

Total liabilities 378 448

Net assets attributable to shareholders 69,194 62,601

Statement of Cash Flows
For the six month period ended 30 June 2022

30 Jun 2022 30 Jun 2021
£’000 £’000

Net cash inflow from operating activities 844 807

Distributions paid to shareholders (852) (808)

Interest received 8 1

Net cash generated from operating activities – –

Net increase in cash during the period – –

Cash balance brought forward – –

Cash and bank balances at the end of the 
period

– –
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1. Significant accounting policies
The principal accounting policies applied in the preparation of 
these financial statements are set out below. These policies 
have been consistently applied to the period and all the years 
presented, unless otherwise stated.

Basis of preparation
The financial statements of the Company have been prepared 
in compliance with the FCA’s Collective Investment Schemes 
Sourcebook (“COLL”) and in accordance with the United 
Kingdom Accounting Standards, including Financial Reporting 
Standard 102, ‘‘The Financial Reporting Standard applicable in 
the United Kingdom and the Republic of Ireland’’ (‘‘FRS 102’’), 
the Statement of Recommended Practice (SORP) for Financial 
Statements of Authorised Funds issued by The Investment 
Association in May 2014 and amended in June 2017 (the “2014 
SORP”) and the Prospectus and Instrument of Incorporation. 
These financial statements are prepared on a going concern 
basis, under the historical cost convention, as modified by the 
revaluation of land and buildings and certain financial assets 
and liabilities measured at fair value through the profit or loss.

Going concern
The ACD has examined significant areas of possible financial 
risks including the situation in Ukraine and the ongoing 
impact of COVID-19 that is adding to pressures being felt 
by many businesses through price increases and cash flow 
demands. The ACD has also considered the Master Fund’s 
strategy, forecasted cash flows, liquidity, borrowing facilities, 
redemptions and subscriptions, operational resilience of its 
service providers and expected investment activities of the 
Master Fund and has not identified any material uncertainty that 
casts significant doubt upon the Company’s ability to continue 
as a going concern for a period of not less than twelve months 
from the date of the approval of the financial statements. 
The ACD has satisfied themselves that the Company has 
adequate resources to continue in operational existence for the 
foreseeable future.

Based on the above and after due consideration, the ACD 
believes it is still appropriate to continue to adopt the going 
concern basis in preparing the financial statements.

Tax transparency
Revenue, expenses, finance lease amortisation and taxation 
of Royal London UK Real Estate Fund (the “Master Fund”), 
are recognised on a look through basis proportionate to the 
Company’s investment and are reflected within the Financial 
Statements on account of the Master Fund being a tax 
transparent fund.

Notes to the Financial Statements
For the six month period ended 30 June 2022

Basis of valuation of investments
The Company invests all of its capital in Class Z gross income 
share class of the Royal London UK Real Estate Fund (the 
“Master Fund”). This is valued at fair value, which is deemed to 
be the net asset value per share reported in the comparative 
table in the Master Fund’s Annual Report and Accounts at the 
end of the current accounting period.

Revenue recognition
Distributions from collective investment schemes (the “Master 
Fund”) are credited to revenue when the security is quoted 
ex-dividend. Accumulation of revenue relating to accumulation 
units or shares held in underlying funds is recognised as 
revenue and included in the amount available for distribution.

Distributions received from the underlying investment in 
the Master Fund are recognised on an accruals basis. The 
distributions reflect the Company’s proportion of distributable 
revenue due, from its investment in the Master Fund. The 
revenue is recognised in the Company’s revenue and expenses 
streams on a look-though basis.

Revenue is accrued in line with the Master Fund and is 
recognised when the Master Fund is priced ex-dividend.

Treatment of expenses
All expenses (other than those relating to the purchase and 
sale of units in the Master Fund) are charged to, and paid for, 
by the Master Fund. These include the annual management 
charge and fund administration charge.

Taxation
The Company qualifies as a PAIF for tax purposes. Accordingly, 
the income generated by its Property Investment Business will 
be exempt from tax. Any dividend income it receives from United 
Kingdom companies or, in general, from non-United Kingdom 
companies will also be exempt from tax. The Company would, 
however, be subject to tax in the unlikely event that there 
should be a net balance of other income, which will generally 
consist of interest but could include other property income, less 
deductible expenses and the gross amount of any PAIF interest 
distributions made, or a tax charge otherwise arises.

The Company’s distributions will be split into up to three 
streams for United Kingdom tax purposes:

1. Property income distributions, representing income from its 
Property Investment Business;

2. PAIF dividend distributions representing any dividends 
received by it; and

3.  PAIF interest distributions representing the net amount of all 
other income received.
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1. Significant accounting policies – continued

Taxation – continued
Income tax has been provided for at an appropriate rate for 
distribution to shareholders and the calculation of the share 
price is net of tax. Income received from investment in the 
Master Fund is taxed depending on the income stream. 
Property Income is taxed at 20%, interest income being taxed 
at 20% and dividend income at 0%.

Deferred tax is provided on all timing differences that have 
originated but not reversed by the Balance Sheet date.

Deferred tax assets are recognised only to the extent that it 
is more likely than not that there will be taxable profits from 
which the future reversal of the underlying timing differences 
can be deducted.

2. Distribution policies

Basis of distribution
Revenue is generated by the Company’s investments during 
each accounting period. The amount available for distribution 
in any accounting period is calculated by taking the aggregate 
of the income received or receivable of the relevant share class 
and deducting the charges and expenses paid or payable out 
of income in respect of that accounting period. The ACD then 
makes such other adjustments as it considers appropriate in 
relation to taxation, income unlikely to be received, income 
which should not be accounted for on an accruals basis 
because of lack of information as to how it accrues, transfers 
between the income and capital account and other matters.

In order to conduct a controlled distribution flow to shareholders, 
interim distributions will be made at the ACD’s discretion, up to 
a maximum of the distributable income available for the period. 
All remaining income is distributed, at share class level, to the 
shareholders in accordance with the Company’s prospectus.

The distribution policy is to distribute all available dividends 
(including distributions from collective investment schemes) on 
investments marked ex-dividend up to the accounting date are 
included in revenue inclusive of any tax deductions at source 
and net of attributable tax credits.

The policy of the Company is to make distribution to 
shareholders on a quarterly basis each year.

Gains and losses on investments, whether realised or 
unrealised, are taken to capital and not available for distribution.

Expenses
In determining the net revenue available for distribution, 
expenses that are deemed to be capital in nature or are related 
to the purchase and sale of investments are ultimately charged 
to the capital of the Company.

Notes to the Financial Statements (continued)
For the six month period ended 30 June 2022

Equalisation
All share classes of the Company are priced and distribute on 
a quarterly basis, therefore, there are no group 2 units at the 
end of each distribution period and therefore no equalisation is 
applied to share class prices.

3. Risk management policies
The sole investment in the Company is shares in the Master 
Fund and is subject to the same underlying risks of the Master 
Fund. The Company has a concentrated portfolio (it invests 
100% of its assets in the “Master Fund”) and if this investment 
declines in value or is otherwise adversely affected, it will have 
a direct effect on the Company’s value.

The risks set out below do not purport to be exhaustive and the 
ACD may be exposed to risks of an exceptional nature from 
time to time.

With the exception of the above, the risk factors applicable to 
the Master Fund also apply to the Company as follows:

Market price risk and valuation of collective 
investment scheme
The Company invests solely in the Master Fund which is a 
collective investment scheme. The value of this collective 
investment scheme is not fixed and may go down as well as up. 
This may be the result of a specific factor affecting the value 
of an individual property or investment within the Master Fund 
or be caused by general market factors (such as government 
policy or the health of the underlying economy) which can affect 
the entire portfolio. The Investment Adviser of the Master Fund 
seeks to minimise these risks by holding a diversified portfolio 
of direct property and other investments spread across all 
market sectors in line with the Master Fund’s objectives. In 
addition, the management of the Master Fund complies with the 
Financial Conduct Authority COLL sourcebook, which includes 
rules limiting the size of investment in any particular holding. 
As a Feeder Fund invested in a single, qualifying authorised 
contractual scheme, the aforementioned limit is not applicable 
to the Company’s own investment in the Master Fund.

Sensitivity analysis
The only investment within the Company is in the Master Fund 
and is dependent on the same sensitivities. The values of 
investment properties are driven by their equivalent yield. At 
the period end, the ACS’s portfolio had an equivalent yield of 
4.09% (31/12/21: 4.41%). If the yield of every property within the 
portfolio increased by 0.50% (31/12/21: 0.50%) it is estimated 
that the net asset would fall by 10.02% (31/12/21: 9.45%). If the 
yield decreased by 0.50% (31/12/21: 0.50%) it is estimated that 
the net asset value would rise by 13.42% (31/12/21: 12.17%). 
The 0.50% benchmark has been used to measure sensitivity 
analysis as it is used in the property industry to measure 
materiality in yield movements. These estimates are subject to 
the prevailing conditions at the period end.
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3. Risk management policies – continued

Sensitivity analysis – continued
The current equivalent yield by sector is shown in the following 
table, along with the potential impact to values if all the 
properties in the sector increased or decreased by 0.50%.

Sector

Weighted 
average 

equivalent 
yield

Yield 
shift 

by 
Sector

Change 
in value if 
decrease 

 in yield
NAV 

impact

Change 
in value if 
increase 
 in yield

NAV 
impact

Industrial 3.26% 0.50% 243,330,000 6.47% (170,780,000) (4.54)%

Offices 4.83% 0.50% 109,005,000 2.90% (86,595,000) (2.30)%

Retail 4.39% 0.50% 129,049,000 3.43% (100,706,000) (2.68)%

Other 4.58% 0.50% 23,096,000 0.61% (18,426,000) (0.49)%

Liquidity risk

Since the Company invests solely in the Master Fund that 
comprise mainly immovable property, which is relatively illiquid 
and more difficult to realise than most equities or bonds, it can 
be exposed to liquidity risk surrounding its capacity to maintain 
sufficient cash, the availability of funding through an adequate 
amount of committed credit facilities and the ability to meet its 
obligations to fund its distribution payments and redemptions. If 
an asset cannot be liquidated in a timely manner, then it may be 
harder to attain a reasonable price.

In normal circumstances, redemption requests will be processed 
under valid instructions to redeem units received before a 
redemption cut-off point by the ACD which will be processed at 
the redemption price for the relevant unit class calculated at the 
applicable valuation point. In order for a redemption request to 
be dealt with at the above valuation point on any dealing day, the 
instruction must have been received at least 6 months prior to 
the relevant dealing day.

In exceptional circumstances, such as market uncertainty, the 
ACD may defer redemptions where the ACD considers it to be 
in the best interests of the shareholders. The deferral period 
for any redemption request is a maximum of 12 months from 
the original dealing day when the request for redemption would 
otherwise have been processed. When deemed appropriate 
by the ACD, acting in the best interests of the shareholders, 
redemption will be deferred in whole or in part by the ACD within 
this timeline. The ACD must give shareholders notice of the 
deferral no later than two calendar months prior to the original 
dealing day. The price at which such shares will be redeemed 
will be the redemption price on the dealing day on which the 
shares are actually redeemed. The ACD may cancel the deferral 
(wholly or in part) by giving notice to shareholders no later than 
one calendar month prior to the next dealing day. Where a 
deferral is cancelled the redemption will be settled on the dealing 
day immediately following the date of the notice of cancellation. 
Any deferred redemption will be processed on a first come, first 
served basis. Those redeeming shareholders at the front of the 
queue will be processed first. Requests for redemption that have 
been accepted at an earlier dealing day will be dealt with pro-

Notes to the Financial Statements (continued)
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rata prior to any requests for redemption that are accepted at 
a later dealing day. Requests for redemption may be deferred 
in whole or in part several times save that any such deferred 
request may only be deferred to a dealing day which is no more 
than 12 months after the original dealing day.

Neither the ACD nor Investment Adviser is aware of any 
redemption requests pending or any indication that any of the 
shareholders intend to redeem shares in the Company in the 
near future.

Also during periods of uncertainty or volatile markets, the 
Investment Adviser may choose to hold a substantial proportion 
of the property of the Master Fund in money-market instruments 
and/or cash deposits, provided that the ACD satisfies all the 
rules in the COLL on the types of permitted investments.

Included in the ACD’s responsibilities for managing and 
monitoring the liquidity risk of the Company is to maintain liquidity 
risk management policies and procedures. The liquidity risk 
management policies and procedures include the management, 
implementation and maintaining of appropriate liquidity limits 
for the Company and monitoring and assessing the policies 
and procedures of the Investment Adviser for the Company in 
managing the Company’s liquidity limits.

In determining its risk management policies, the ACD has taken 
into account the nature, scale and complexity of its activities 
including those of the delegated Investment Adviser, and has 
liquidity risk profiles that are consistent with those required for 
a well-functioning and robust system including the requirement 
to meet redemption requests from shareholders on each 
dealing day.

The following table provides a profile of the Company’s liquidity.

Within 
three 

months

Over three 
months but 

not more 
than one 

year
Over one 

year

30 June 2022 £000 £000 £000

Cash at bank – – –

% % %

Portfolio capable of being liquidated – 100.00 –

31 December 2021 £000 £000 £000

Cash at bank – – –

% % %

Portfolio capable of being liquidated – 100.00 –
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3. Risk management policies – continued

Credit and counterparty risk
Credit risk is the risk that counterparty will default on its 
contractual obligations resulting in financial loss to the Master 
Fund. The Master Fund will be subject to the risk of the inability 
of any counterparty to perform with respect to transactions, 
whether due to insolvency, bankruptcy or other causes.

Concentration of credit risk refers to disproportionally large 
risk exposure to specific credit risks, such as, certain individual 
tenants, specific industry sectors and or regions of the 
counterparty. The Master Fund could be subject to significant 
losses if it holds a large position in a particular investment that 
declines in value or is otherwise adversely affected, including 
default of the counterparty.

In managing counterparty and concentration of credit risk, 
rental income from any one tenant or tenants within the Master 
Fund is monitored so that it does not exceed a certain threshold 
of the aggregate revenue in relation to the property investments 
in any accounting period as determined from time to time by the 
manager of the Master Fund. Rent is collected from tenants 
in advance, usually quarterly. The cash of the Master Fund is 
placed on deposit with reputable financial institutions and is 
subject to limits as disclosed in the Prospectus.

In the event of the insolvency of a counterparty, the Master 
Fund might not be able to recover cash or assets of equivalent 
value in full. The Master Fund uses an internally generated 
probability of default based on externally supplied data by MSCI 
which is derived from Dunn & Bradstreet UK Failure Score to 
assess the recoverability of the lease receivables.

There are no significant concentrations of credit risk, whether 
through exposure to certain individual tenants, specific industry 
sectors and or regions. The credit ratings of the investments 
are monitored frequently for credit deterioration. By diversifying 
the portfolio, where this is appropriate and consistent with the 
Master Fund’s objectives, the risk that a significant change in 
the credit risk or quality of certain individual tenants, particular 
sector, specific industry and or regions will have a material 
impact on the Net Asset Value of the Master Fund is minimised. 
The investment concentrations within the portfolio are disclosed 
in the portfolio statement by investment type.

The Master Fund adheres to regulatory and fund management 
guidance and investment strategy that mitigates any risk 
of excessive exposure to any particular type of sector or 
tenant type.

Consequences of COVID-19 include increased credit and 
counterparty risks on the entirety of the real estate industry. 
The Master Fund is significantly exposed to highly affected 
sectors such as hotel and leisure, retail and office investments 
which can hamper future and current cash flows and investment 

Notes to the Financial Statements (continued)
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performance. The solvency of counterparties such as tenants 
in the affected sectors has given the ACD greater focus in 
adopting additional risk management measures to mitigate the 
lasting impact of the pandemic. The risk management tools 
include assisting tenants to survive whilst acting to safeguard 
the interests of the Unitholders. The Master Fund has granted 
rental concessions in the form of rental deductions and rent 
free periods to some tenant as a short term measure whilst 
reassessing planned investments and strategy based on 
market developments in the long term.

The ACD and Investment Adviser have assessed the 
recoverability of the Company’s assets, including trade and 
other receivables, recorded as at 30 June 2022 at the date of 
issue of the financial statements and concluded no material 
adjustments were required.

Banks and financial institutions
The Master Fund cash and short term deposits at 30 June 2022 
amounted to £159.1m (31/12/21: £98.3m). Deposits and interest 
rate deposits were placed with financial institutions with BBB+ 
or better credit ratings.

At 30 June 2022, the fair value of all interest rate derivative 
assets by the Master Fund was £nil (31/12/21: £nil).

At 30 June 2022, taking into consideration any offset 
arrangements, the largest combines credit exposure by the 
Master Fund to a single counterparty arising from money 
market deposits, liquid investments and derivatives was 
£159.1m (31/12/21: £98.3m). This represents 4.1% (31/12/21: 
2.9%) of gross assets of the Master Fund.

The deposit exposures are with UK banks.

Currency risk
All financial assets and financial liabilities of the Company are 
in sterling; thus the Company has no exposure to currency risk 
at the Balance Sheet date.

Interest rate risk
Interest receivable on bank deposits or payable on bank 
overdrafts held by the Master Fund will be affected by 
fluctuations in interest rates and hence the distribution 
receivable by the Company from the Master Fund. The ACD 
continuously reviews interest rates and the assessment of this 
may result in a change in investment strategy.

The interest rate risk is low for the Company and therefore no 
sensitivity analysis has been performed.
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Notes to the Financial Statements (continued)
For the six month period ended 30 June 2022

3. Risk management policies – continued

Inflationary risk
Inflationary risk is the risk that the future value of an investment, 
asset, or income stream, in real terms, will be reduced by 
unanticipated inflation. 

A key to the effectiveness of managing inflationary risk 
associated with the fall in real income or returns lies in the 
Master Fund’s ability to raise rents in markets with low vacancy 
rates, thus outpacing rising inflation and potentially increasing 
income distribution to unitholders/shareholders. The Master 
Fund also use built-in rent escalators that are tied to inflation 
that can directly drive rental income which protects the income-
generation of existing leases. The Master Fund also allow new 
leases to capitalise on rising market rents when the leases are 
being agreed. In general, Property investment has served as 
a hedge against inflation over the long term and tend to be 
less sensitive to inflationary risk and may even benefit from 
unanticipated inflation. 

The ACD address inflationary risk associated with increased 
costs by adjusting its cash flows for inflation to prevent 
changes in purchasing power especially in relation to capital 
expenditure such as construction and refurbishment costs. 
The ACD employ various risk management measures such as, 
the use of fixed price contract sums; inflation contingency in 
budgets and in appraisals; early procurement of risk packages; 
and protection against amendments in construction contracts 
where the contractor may seek to include an exclusion related 
to material inflation or supply chain issues.

On the other hand, sharp increase in construction and building 
costs may constrain the growth of new property stocks to 
some degree which would support property values. In fact, 
construction cost inflation has outrun other measures of 
inflation in recent years since high construction costs imply 
increased replacement costs for buildings and making existing 
property investments more valuable.

Leverage risk
The Master Fund may from time to time use leverage of up to 
20% of the net asset value, either in the form of borrowings (for 
example, for the purposes of funding acquisitions in anticipation 
of receiving subscriptions or to meet redemption requests as 
part of the liquidity management of the Master Fund).

Currently the Master Fund has no borrowings of cash or 
securities as it does not believe it is needed as this time and as 
such no disclosure is required under the AIFM Directive.

Climate risk
Climate risk is the risk that asset valuations and the wider 
economy are negatively impacted by the transition to a low-
carbon economy, as well as the physical risk to asset holdings 
as a result of severe weather events and longer-term shifts 
in climate.

The built environment is particularly susceptible to the effects 
of climate change. It affects the exposure of our assets to 
physical risks, such as flooding. It influences transition risks, 
such as divestment away from high-risk assets. It contributes 
to urban heat islands and impacts the health and wellbeing of 
occupants and local communities.

The Master Fund has reviewed the carbon footprint and 
emissions trajectory of its property portfolio for the coming 
decades. Based on this review, it has developed an informed 
pathway to decarbonise the property portfolio and achieve net 
zero carbon. This pathway is aligned with the latest industry 
guidance and principles for the built environment on how 
to reduce and compensate for its emissions meaningfully 
and accountably.

A key element of the Master Fund’s risk mitigation strategy is 
set out within its new Responsible Property Investment (RPI) 
framework which covers four strategic focus areas:

• Investing in a resilient portfolio
• Developing for the future
• Managing assets for positive impact
• Responsible decision making.

Ten material Environmental, Social & Governance (ESG) 
issues form the foundation of the RPI framework, of which 
one was identified as the ‘Transition to net zero carbon’. A 
set of Key Performance Indicators (KPIs) will be developed 
to track quantitative performance against achieving net zero 
carbon and actions will be undertaken as necessary to ensure 
fulfilment of the Master Fund’s goals.
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Notes to the Financial Statements (continued)
For the six month period ended 30 June 2022

3. Risk management policies – continued

Economic and political risk
The performance of the Company may be adversely affected 
by the impact of geopolitical and general economic conditions 
under which the Company operates.

Political risks include changes in landlord and tenant, planning, 
trust or other law in the UK could also materially affect the 
investment returns.

Russia’s invasion of Ukraine carries huge risks for a world 
economy that’s yet to fully recover from the pandemic shock. 
Oil briefly climbed past $100 a barrel for the first time since 
2014, while European natural gas jumped as much as 62%. 
Western governments are taking steps to punish Russia by 
announcing new sanctions that target Russia’s banks and its 
ability to trade in dollars which in turn would impact Western 
economies including the UK with higher inflation, volatile 
financial markets and adverse economic environment.

The returns that are likely to be achieved on an investment in 
the Master Fund, which invests in assets predominantly based 
in the UK, are not likely to be materially affected by the situation 
in Ukraine but by the political and economic climate in the UK. 
However, if the situation in Ukraine worsened this would lead 
to energy shortages and high prices which could lead to higher 
interest rates to offset the resultant higher inflation. Changes in 
rates of inflation may affect the Company’s income and capital 
value or the value of an investment.

The ACD recognises that the Ukraine invasion is a human 
tragedy, and one that hope it is resolved swiftly. The ACD has 
a responsibility to investors in the Company and are monitoring 
the situation closely and will comply with all restrictions and 
sanctions issued by relevant authorities. The Company has 
no exposure to Russian companies as commercial tenants 
or investment.
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Distribution Table
For the six month period ended 30 June 2022

Class J Gross Income
Distribution in pence per share

Total 
distribution

Total 
distribution

Distribution Distribution per share per share
period per share Equalisation 2022 2021

March

Group 1 77.4963 77.4963 86.6525

Group 2 77.4963 – 77.4963 86.6525

June

Group 1 72.4250 72.4250 74.5621

Group 2 72.4250 – 72.4250 74.5621

All share classes of the Company are priced and distribute on 
a quarterly basis therefore there are no group 2 shares at the 
end of each distribution period and therefore no equalisation is 
applied to share class prices.
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Fact File

Royal London UK Real Estate Feeder Fund

Launch date Class J – Gross Income Shares 1 October 2017

Accounting end dates 31 December (Final)

30 June (Interim)

Distribution dates 20 January (Final)

20 April

20 July

20 October

Minimum investment £50m

Management charges Preliminary charge 1.25%

Annual management charge 0.00%
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Pricing and dealing
For the purposes of determining the prices at which Shares 
may be purchased from or redeemed by the ACD, the ACD 
will carry out a valuation of the Company’s Property at 23:59 
UK time each Dealing Day (the “valuation point”) on the last 
Business Day (a day on which the London Stock Exchange 
Limited is open for business) of each calendar quarter, unless 
otherwise agreed by the Depositary. However, the ACD may, at 
its discretion, value the Company at any other time.

Dealing in Shares are conducted on a quarterly basis; on the 
last calendar day of each calendar quarter (i.e. the 31 March, 
30 June, 30 September and 31 December) (a Dealing Day), 
between 9:00 and 17:00 UK time.

Subscription of shares
In order for an application to be dealt with at the above Valuation 
Point on any Dealing Day, an investor should complete an 
application form available from the ACD and returned by 12:00 
midday UK time on the last Business Day that is at least three 
months prior to the Dealing Day. Instructions received after this 
point will be dealt with on the next Dealing Day. On acceptance 
of the application, Shares will be sold at the relevant sale 
price, and a contract note confirming the sale price and the 
number of Shares sold together with, in appropriate cases, a 
notice of the applicant’s right to cancel, will be issued. An order 
for the purchase of Shares will only be deemed to have been 
accepted by the ACD once it is in receipt of cleared funds for 
the application.

Redemption of shares
To redeem Shares, an investor should provide a written 
instruction by 12:00 midday UK time on the last Business 
Day that is at least six months prior to the relevant Dealing 
Day to the ACD at its administration centre with instructions 
to redeem the relevant number (if known) or value of Shares. 
Instructions received after this point will be dealt with on the 
next applicable Dealing Day. The Shares will be repurchased 
at the price calculated at the valuation point on the appropriate 
Dealing Day. Proceeds of redemption (less, if the proceeds are 
to be remitted abroad, the cost of such remittance) will be paid 
no later than the close of business on the fourth business day 
following receipt of a signed form of renunciation.

Settlements time
Subscription settlement is by 17:00 UK time at the Business 
Day, four full Business Days prior to the relevant Dealing Day. 
Redemption settlement is by 17:00 UK time at the Business 
Day, five full Business Days prior to the relevant Dealing Day.

Distribution dates
Distribution of income is on the 20th calendar day following the 
end of the relevant accounting period.

UK taxation
The tax consequences for each Shareholder of acquiring, 
holding, redeeming or disposing of Shares in the Company 
depend upon the relevant laws of any jurisdiction to which 
the Shareholder is subject and may be subject to change in 
the future. Prospective Shareholders should seek their own 
professional advice as to this, as well as to any relevant 
exchange control or other relevant laws and regulations if they 
are in any doubt as to their tax position.

The Company is an authorised scheme and so is not liable to 
tax on capital gains on the disposal of any of its property.

The Company qualifies as a PAIF for tax purposes. Accordingly, 
the income generated by its Property Investment Business will 
be exempt from tax. Any dividend income it receives from United 
Kingdom companies or, in general, from non-United Kingdom 
companies will also be exempt from tax. The Company would, 
however, be subject to tax in the unlikely event that there 
should be a net balance of other income, which will generally 
consist of interest but could include other property income, less 
deductible expenses and the gross amount of any PAIF interest 
distributions made, or a tax charge otherwise arises.

The Company’s distributions will be split into up to three 
streams for United Kingdom tax purposes:

1. Property income distributions, representing income from its 
Property Investment Business;

2. PAIF dividend distributions representing any dividends 
received by it and certain income; and

3. PAIF interest distributions representing the net amount of all 
other income received.

Tax-exempt United Kingdom Shareholders: United Kingdom 
Shareholders who are exempt from tax on income will be able 
to reclaim from HMRC the basic rate income tax withheld on 
the payment of property income distributions.

Corporate United Kingdom Shareholders: Property income 
distributions are generally paid to United Kingdom corporation 
tax payers without the deduction of tax at source and are taxed 
as profits of a property business. PAIF interest distributions 
are also paid gross to United Kingdom corporation tax payers, 
and are taxed as yearly interest in their hands. PAIF dividend 
distributions are treated in the same way as dividends paid by 
United Kingdom companies, and are therefore exempt from 
corporation tax.

Non-United Kingdom Shareholders: Non-United Kingdom 
resident Shareholders may be entitled to reclaim part or all of 
the tax credit on an income distribution or accumulation from 
HMRC, depending on their personal circumstances and the 
terms of any double taxation agreement between their country 
of residence and the United Kingdom.

General Information
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General Information (continued)

UK taxation – continued
For all income allocations: A tax voucher showing the 
amount of the income distributor or deemed to be distributed 
for United Kingdom tax purposes to the Shareholder and any 
tax deducted will be sent to Shareholders at the time.

Capital gains: The sale of Shares by a Shareholder will 
constitute a disposal for the purposes of United Kingdom tax 
on capital gains. The extent of any liability to United Kingdom 
tax will depend upon the particular circumstances of the 
Shareholder. For Shareholders within the charge to corporation 
tax, net capital gains on Shares should be added to their profits 
chargeable to corporation tax. Any individual Shareholders 
resident in the United Kingdom will generally be liable to tax on 
their capital gains. Non-United Kingdom resident Shareholders 
may also be liable to United Kingdom capital gains tax (or 
corporation tax) in respect of post-April 2019 gains realised 
on the disposal of their Shares, depending on their personal 
circumstances and the terms of any double tax agreement 
between their country of residence and the United Kingdom.

SDRT: There is no stamp duty or stamp duty reserve tax 
(SDRT) payable on issues or redemptions of Shares in the 
Company or on the subscription for or redemption of units in the 
Master Fund. SDRT may be payable in certain circumstances 
when a Shareholder transfers ownership of Shares directly to 
another person.

International and UK tax reporting: In order to comply with 
the legislation implementing the United Kingdom’s obligations 
under various intergovernmental agreements relating to the 
automatic exchange of information to improve international tax 
compliance (including the United States provisions commonly 
known as ‘FATCA’ and the international Common Reporting 
Standard (‘CRS’)), the ACD (or its agent) will collect and report 
information about Shareholders for this purpose, including 
information to verify their identity and tax status. When 
requested to do so by the ACD or its agent, Shareholders must 
provide information to be passed on to HMRC, and, by them, to 
any relevant overseas tax authorities.

Shareholders who do not supply the requisite information when 
they apply for Shares will not be issued with any Shares and any 
Shareholders subsequently refusing to provide the requisite 
information to the ACD may be reported to HMRC, and, by 
them, to certain overseas tax authorities including those of the 
United States. If a prospective investor is concerned about this, 
he should take appropriate advice.

Authorisation
The Company was authorised by the Financial Conduct 
Authority on 7 June 2017.

ACD reports and Prospectus
Copies of the latest yearly and half yearly financial statements 
and copies of the Prospectus may be obtained from Royal 
London Unit Trust Managers Limited upon request.
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Contact Us
For further information 
please contact:

Royal London 
Asset Management 
55 Gracechurch Street 
London EC3V 0RL

020 3272 5950 
bdsupport@rlam.co.uk 
www.rlam.com

Royal London Asset Management Limited is a 
marketing group which includes Royal London Unit 
Trust Managers Limited, authorised and regulated 
by the Financial Conduct Authority and which 
manages collective investment schemes, registered 
in England and Wales number 2372439.

Royal London Asset Management Limited is a 
subsidiary of The Royal London Mutual Insurance 
Society Limited, registered in England and Wales 
number 99064.

Registered office: 55 Gracechurch Street, London 
EC3V 0RL.

Ref: REP RLAM PD 0247


