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THE MATERIALS CONTAINED HEREIN MAY NOT BE DISTRIBUTED, FORWARDED, TRANSMITTED OR OTHERWISE MADE
AVAILABLE, AND THEIR CONTENTS MAY NOT BE DISCLOSED, TO ANY US PERSON OR IN, INTO OR FROM THE UNITED
STATES, AUSTRALIA, CANADA, JAPAN, SOUTH AFRICA ORIN, INTO OR FROM ANY OTHER JURISDICTION WHERE TO DO
SO WOULD CONSTITUTE A VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH JURISDICTION.

REAL ESTATE CREDIT INVESTMENTS

FY'26 results: High yield, clear path to dividend cover

The key messages from RECI’s FY’26 results to March and update presentation
were, firstly, that the dividend of 3p per quarter has continued to be paid (yield
10.3%). While uncovered in FY’26, there are clear paths for the cover to be
reestablished in due course. In the meantime, the board appears committed to
maintaining the payout at the current level. Secondly, credit remains very good,
with 92% of the portfolio performing and clear strategies to managing the
defaulting assets. Thirdly, while leverage has increased, it is conservative.

» Strategy: RECI's manager, Cheyne, has a large real estate lending team, with
multiple on-the-ground offices bringing it close to borrowers. Its whole-
market experience means it can identify the optimal risk/reward opportunities
at any given time, making it only modestly sensitive to macro trends.

» Dividend cover: We see clear paths to reestablishing dividend cover with
normalised fair value (losses)/gains - inter alia, FY'26 equity participation loan
losses should not recur/may reverse. New investments are at higher margins
and the book’s short duration means higher income can be generated quickly.

» Valuation: In the five years, pre-pandemic, on average, RECI traded at a
premium to NAV. It is now trading at a substantial discount, which appears
anomalous. RECI is paying an annualised 12p dividend, generating a yield of
10.3%, which we expect to be covered by recurring net interest income.

» Risks: Any lender is exposed to credit risks. We believe RECI has appropriate
policies to reduce the probability of default. Its average LTV is 67.4%, and most
loans (inc. all of the top 10) are senior-secured, providing a downside cushion.
Some assets are illiquid. In the short term, investor sentiment could be an issue.

» Investment summary: RECI generates an above-average dividend yield from
well-managed credit assets. RECI’s strong liquidity, credit assessment, close
relationships with borrowers and restructuring expertise should allow it time
to manage problem accounts in more challenging conditions. Borrowers have
injected further equity into deals. Three buybacks were seen in March 2026.

Financial summary and valuation

Year-end Mar (Em) 2024 2025 2026 2027E 2028E
Interest income 30.3 29.5 33.3 36.0 35.8
Operating income 314 34.2 254 37.0 38.3
Management fee (4.2) (4.1) (4.0) (3.8) (3.8)
Performance fee - - - - -
Operating expenses (6.0) (6.6) (4.0) (5.8) (5.8)
Total comp. income 21.9 22.8 15.2 24.9 26.0
EPS (p) 9.6 10.2 6.9 11.3 11.8
NAYV per share (p) 144.9 143.6 1384 137.7 137.0
S/P prem./disc. (-) to NAV* -20.8% -14.9% -16.5% -15.0% -14.6%
Debt to equity 7% 22% 39% 40% 36%
Dividend (p) 12.0 12.0 12.0 12.0 12.0
Dividend yield 10.3% 10.3% 10.3% 10.3% 10.3%

*2024-26 historical at that date, 2027-28E NAV to current s/p. Source: Hardman & Co Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document


https://realestatecreditinvestments.com/media/e3jdw2ku/reci-annual-report-and-accounts-2026.pdf
https://realestatecreditinvestments.com/media/vmcfek2x/reci-company-update-march-2026.pdf
https://www.londonstockexchange.com/stock/RECI/real-estate-credit-investments-limited/analysis
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Important information

The information contained herein and on the pages that follow does not constitute or form part of an offer to sell or issue,
or a solicitation of an offer to purchase or subscribe for, any securities to, or for the account or benefit of, US persons as
defined in Regulation S under the US Securities Act ("US Persons") or persons within the United States, Australia, Canada,
Japan, South Africa or within any other jurisdiction where such offer or solicitation would be unlawful.

The Company's securities have not been and will not be registered under the US Securities Act of 1933, as amended (the
“US Securities Act”), or under any securities laws of any state or other jurisdiction of the United States. The Company's
securities may not be offered, sold, resold, taken up, exercised, renounced, transferred delivered or distributed, directly or
indirectly, into or within the United States or to, or for the account or benefit of, US Persons, except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act and in compliance
with any applicable securities laws of any state or other jurisdiction of the United States. There will be no public offer of
the Company's securities in the United States. The Company has not been and will not be registered under the US
Investment Company Act of 1940, as amended (the “US Investment Company Act”) and, as such, holders of the Company's
securities will not be entitled to the benefits of the US Investment Company Act. No offer, purchase, sale, exercise or
transfer of the Company's securities may be made except under circumstances which will not result in the Company being
required to register as an investment company under the US Investment Company Act.

The offer and sale of the Company's securities have not been and will not be registered under the applicable securities laws
of Australia, Canada, Japan or South Africa. The Company's securities may not be offered, sold, resold, transferred, delivered
or distributed, directly or indirectly, in Australia, Canada, Japan or South Africa or to any resident or citizen of Australia,
Canada, Japan or South Africa. There will be no public offer of the Company's securities in Australia, Canada, Japan or South
Africa.

In addition, in the United Kingdom, the information contained herein and on the pages that follow is being directed only at,
Qualified Investors (i) who have professional experience in matters relating to investments who fall within the definition of
"investment professional" in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005,
as amended (the "Order"), or (ii) who are high net worth companies, unincorporated associations and partnerships and
trustees of high value trusts as described in Article 49(2) of the Order, and (iii) other persons to whom it may otherwise
lawfully be communicated (all such persons together being referred to as "relevant persons"). Any investment or investment
activity to which the information contained herein and on the pages that follow relates is available only to and will only be
engaged in with such persons. The information contained herein and on the pages that follow must not be acted on or relied
on in the United Kingdom, by persons who are not relevant persons.

Potential users of the information contained herein and on the pages that follow are requested to inform themselves about
and to observe any such restrictions.

The information contained herein and on the pages that follow may contain forward-looking statements. Any statement
other than a statement of historical fact is a forward-looking statement. Actual results may differ materially from those
expressed or implied by any forward-looking statement. The Company does not undertake any obligation to update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise. You should not
place undue reliance on any forward-looking statement, which speaks only as of the date of its issuance.

By reading this report, you represent, warrant and agree that you (1) have read and understood the terms and conditions
and other information set out above, (2) agree to be bound by its terms (3) are permitted under applicable laws and
regulations to receive the information contained in the pages that follow and (4) agree that you will not transmit or otherwise
send any information contained in this report to any person in the United States, to any US Person or to any publication
with a general circulation in the United States. If you cannot so certify and agree, you must click the button labelled "Decline"
or otherwise exit this.
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FY’26 results in summary

» 26 positions at end-March 2026 in real estate loans and bonds, across diverse
sectors and geographies, with a weighted average current LTV of 66.8% (at
March year-end) providing significant defensive equity headroom. 89.4% of
the company’s committed capital was in senior-secured assets.

» The average yield was 11.5%, offering an attractive buffer to risk-free rates.

» Netleverage 31.6% (with £24.6m cash) as at 31 March 2026 versus a leverage
limit of 40%, consisting of non-recourse and limited recourse, term, structured
finance to provide returns optimisation and financial flexibility on senior loans.

» The short weighted average life (1.5 years) of the portfolio mitigates downside
risk (effectively the portfolio is marked to cash quickly) while allowing rapid
deployment at higher rates.

» Total NAV return for the year was 4.9% (FY'25 7.7%). Over three years, the
total NAV return was 18.2% (CAGR 5.7%) and five years 34.5% (CAGR 6.1%).

» NAV at end-March 2026 was 138p (31 March 2025 143p) as the dividend was
uncovered by earnings. The management presentations noted how new
investments, at higher rates than the maturing book, bring cover into sight. We
also note unusually large mark-to-market losses on the equity participation
loans and forward forex contracts.

» Dividends maintained at 3p per quarter, current yield 10.3%.

» As at 31 March 2026, cash was £24.6m/8.1% of NAV (cash reserves remain
targeted at between 5% to 10% of NAV).

» Loan repayments were strong, with RECI fully exiting four loan investments,
realising total proceeds of £105.5m at a weighted average IRR of 8.4% The
total £148m repayment in the cashflow includes additional partial repayments.

» Capital was recycled into new investments consisting of eight new loans and
one market bond, totalling £134.1m gross new commitments. New
investments totalled £167m, up from £127m in FY'25. New investments are
in first position secured real estate loans, which helps protect against
downside risk during volatile markets and benefits from priority repayment
over equity investors.

» Cheyne (the manager) has an immediate pipeline of deals of £0.7bn with a WA
entry LTV of 61% and unlevered IRR of ca.9.5%. RECI can selectively access
this flow as and when it feels appropriate and has the resources to do so.

» In commenting on the impact of global macro uncertainties, in the Chairmans’
statement in the R&A, the Chair commented “underlying performance remains
good, and we are not seeing any significant impacts in “our” markets.” RECI's niche
focus means its performance is driven by its chosen investments, not
macroeconomic conditions.

» The buyback programme has been extended to 30 September 2026. In
addition to RECI potentially buying its own shares, the Directors and
employees of Cheyne have purchased 284k shares since the start of FY’25.
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Stable 3p per quarter dividend,
generating yield of over 10% is
a key RECI attraction

Normalised net (losses)/gains
on financial assets and liabilities
at fair value through profit
would see dividend nearly
covered

Key theme 1: move to covered
dividend

A key attraction for investors in RECI is its high yield (currently 10.3%) and the
consistency with which it is paid. RECI has paid a dividend of 3p per quarter
through a range of economic conditions and the board’s commitment to this level
appears very strong. In FY’26, it was uncovered with earnings of 6.9p, and so the
NAV per share fell after the dividend payment. In our view, one key consideration
for investors will be how RECI moves the current uncovered dividend to a covered
one. We see multiple steps in this process, including:

> “Net (losses)/gains on financial assets and liabilities at fair value through profit
and loss” in FY’26 reported a loss of £7.2m. This compares with an average
gain of £2.6m in the previous four years. Had the previous average been seen,
the FY’26 EPS would have been 11.2p. With no overall gain or loss, the EPS
would be 10.1p. The table below illustrates the recent history of each the of
elements to this profit line, and their volatility over time. FY’'26 was the first
year in five when the aggregate was a loss, let alone a material one.

Net (losses)/gains on financial assets and liabilities at fair value through profit and loss

£000 FY'22 FY'23 FY24 FY'25 FY’'26 Average FY'22-26
On market bond portfolio 369 (8,156) 1,808 1,026 532 (884.2)
On bi-lateral loans and bonds 2,373 10,101 (2,512) (5,511) (2,722) 345.8
On equity participation loans n/d 2,521 (5,276) 3,460 (2,167) (365.5)
On forward forex contracts 2,609 (3,660) 6,615 4,655 (2,813) 1,481.2
Total 5,351 807 635 3,630 (7,170) 650.6
Source: RECI presentation, Hardman & Co Research
We assume a small aggregate o The market bond portfolio has been significantly reduced over recent
net profit, as has been seen, on years (end-'March'2926 baIapce ‘£9.4m, just 2% of ‘the gross portfolio).
. One benefit of this is that historical levels of volatility should not recur.
average, over past five years, We believe a fair assumption would be no net gain or loss.
although our forecast mix is
slightly different o On the bi-lateral loans and bonds, relative to the size of the portfolio, the
net (losses)/gains are modest and, over time, broadly even out. Again, in
our view, a fair assumption would be no net gain or loss in forecast years.
o As we note in the portfolio section, RECI will often provide a
“participating” senior loan in order to benefit from potential upsides on
projects. This stake is regularly revalued with changes going through the
“net (losses)/gains on investment” line in the profit and loss. They see
much more volatility than bonds or loans, given their geared sensitivity to
underlying variables (FY’26 loss £2.2m on an opening portfolio of £17.8m).
FY'26 was an adverse year with the period-end affected by the Iran war
and associated rising long-term interest rates. We understand the major
contributors to losses included an extended hold on a student housing
asset and writedowns on the defaulted positions, which were partially
accounted for as equity holdings.
o Since disclosure of this line began in FY’'23, on average, there has been a

small loss, but the objective of holding equity participation is to boost
long-term returns. Looking forward, we assume a gain of £1m in FY'27
rising to £2.5m in FY'28. We cannot be precise in timing, but should
inflationary expectations fall with a clearer resolution of the Iran conflict,
then some recovery of the FY’26 losses would appear reasonable.
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Reinvestment of maturing loans
at higher rates could add 1.6p
to EPS

Full-period benefit of higher
leverage in FY'26

As a statement of intent, we
have an equity issue built into
end-FY’28 forecast, but it does
not impact EPS

o Our base assumption is no forex movements going forward; so, despite
the historical gains, we assume zero going forward. The forward contracts
are hedges, with compensating entries in the balance sheet value of
loans/financing agreements (for example, FY’26 £1.2m gain in financing,
per note 12 of the R&A).

The new investments in loans in FY'26 were at an average yield of 1.5% above
the loans which were repaid. This has been driven by a combination of the
relative benchmark interest rates, mix, reduced competition in uncertain times,
and management indicates that the pipeline would suggest this trend should
continue, at least in the near future. That RECI has been achieving these higher
yields and concomitantly stronger margins than even its own robust former
previous investments is a credit to management skill in a global environment
pricing bond risk rather generously. Slide 26 of the presentation gives an
illustrative pro forma calculation of what may happen in the year ahead, based
on expected repayments and potential new deals. Should these expectations
crystallise, the net loss of income from investments rolling off would be
ca.£4.7m while the new income generated on reinvestments would be £8.3m.
This overall increase of £3.6m on the previous income generated would raise
EPS by 1.6p.

RECI had been keeping its net effective leverage well below its maximum cap
(see later section) but increased it through FY'26 from 18.2% at the start to
31.6% at end-March 2026. The self-imposed cap is 40%. The higher level of
leverage allows a bigger portfolio and net profit generation. Even without
further borrowing, the full-period effect of the increase in leverage in FY'26
would see increased EPS, and therefore cover.

Within our forecast, we assume an equity issue at the end of the second
forecast year. This is primarily a statement of intent rather than a hard
forecast, and we have rolled forward this assumption every year. We do not
believe that an issue at the current discount level is probable and indeed
believe that the board would be very cautious about any issue at a discount to
NAV. However, in the five years, pre-pandemic, on average, RECI traded at a
premium to NAV, and should its rating revert to this level, in our view, further
equity issues are likely. Given Cheyne’s pipeline, it would appear probable that
RECI would be able to deploy proceeds quickly in an earnings-enhancing
manner. In our view, the trust is suboptimal in scale, and the efficiencies of
being larger would be helpful to earnings enhancement.

The short life of RECI’s book means that loans are constantly repaying with an
illiquid, private asset being recycled into cash. In valuation terms, we believe
investors should consider this as marking back to hard cash (rather than
marking to market or a model), thus improving their confidence in the NAV
calculation.

On the downside, other operating expenses were well below normal, with a
swing from a charge of £765k in FY’'25 to a credit of £821k in FY'26 in the
“other operating expenses” category. We understand this is related to a one-off
£1.4m accrual reversal (see p95 of R&A).
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Macro environment
challenging, but RECI focused in
specific niches

92% of portfolio performing at
end-March 2026

Need to consider (low) loss in
event of default as well as
probability of default

Key theme 2: credit

Global uncertainties and higher-for-longer interest rates make the overall
environment for real estate financing challenging, and this is compounded by
country-specific issues such as the variable political situation in France. However,
RECI is a specialist real estate lender and so its exposure is much more driven by
individual loan situations and not the macro environment. By way of example,
while it provides developer finance, it has no exposure to the development of data
centres where site-specific regulatory decisions outside the control of the
developer can make the land and security values highly volatile. We have written
extensively in previous reports on Cheyne’s processes in assessing credit,
monitoring it and then managing problem situations when they arise. Its portfolio
diversity is shown in the charts below.

RECI risk rating analysis

RECI has published its risk rating analysis, showing that 92% of the portfolio is fully
performing and not even on the watchlist for potential performance. The residual
8% of the portfolio (10.4% of NAV) is primarily in the category of defaulted, but no
further loss to NAV is expected.

Investors should consider potential losses across two metrics - the probability of
a default and then the loss in the event of default.

» RECI's strong initial credit assessment and its close relationship with
borrowers, ensuring problems are spotted and can be resolved early, reduce
the probability of default, hence the 92% of the portfolio is performing. We
understand from management comments that the current level of non-
performing loans is at a “normal” level.

» RECI's strong security (overwhelming majority senior-secured on real estate)
and its proven skills in managing problem situations when they arise (both of
which we have covered in previous notes) materially reduce the loss in the
event of default. This was most evident in the COVID-19 crisis. 100% of
hospitality loans were non-performing, but there were no capital losses, as
Cheyne worked with the equity providers to restructure financing.

Risk rating analysis

@ 31 Mar 2026 No of exposures Gross fair value (Em) % NAV
Performing: not on watchlist 20 374.4 120.5
Performing: watchlist for potential underperformance 0 0 0.0
Defaulted: no losses to NAV expected 2 28.5 9.3
Defaulted: possible loss to NAV 2 3.3 1.1
Total 24 406.2 130.9

North Paris properties Grade A
offices, but not in prime
locations

Source: RECI presentation, Hardman & Co Research

RECI provided incremental disclosure on its default exposures (see table below).
As can be seen, the key exposures in this category are in Paris. We have previously
written about the French market in detail (see Appendix) and our analysis provides
a review of the Paris market, specifically in Appendix 2. Looking at the default
exposures, we observe:

» Both properties, while prime Grade “A” offices, are in secondary locations in
Paris. Cheyne has commented that one lesson learnt is that prime locations
have been more resilient than Grade A buildings and that the appetite for new
secondary locations is minimal.
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Advanced discussions with
tenants regarding larger
property, but exit from loan
looking challenging

>

With the larger property, there are active discussions with a potential tenant
for a nine-year lease and RECI’s valuation reflects the expected probability of
this happening. We note management’s comment that “The liquidity for the
asset remains muted”, which we interpret as meaning that no early exit by
property sale or refinancing is likely. This could lead, though, to a rollover of
the existing exposure at maturity, in our view, Cheyne would no doubt seek a
higher rate to compensate for the higher market risk and absence of other
finance providers. The nine-year lease proposal, if accepted, would support
ongoing cashflow to cover interest payments.

In the vast majority of RECI’s problem situations, it has been able to negotiate
with the equity providers and ensure a restructuring to the benefit of both
parties. In the smaller situation, dedicated Cheyne professionals are working
on obtaining lease up/realisation of this deal.

Defaulting exposures commentary, at end-March 2026

Investment
Risk Rating Asset Seniority Commitment TVPIx portfolio fair % of NAV Commentary
value (Gross)
= Sanior loan to support the acquisition, refurbishment
: and extension of a freshold office building located in
:E;ELZ!;:';E; a;::mlﬂ o0 . Baint-Ouen, directly adjacent to Paris 17th
a:riceiln Saint E:uen Paris SeniprLoen 304y 0.88x re:cw-e "'" g;l;g:rn] B.7% srrendissement.

! v : = Aregional health insuranca fund has proposada 9-
year lease with a 3-year purchase option, this offeris
currently under raview.

+ 37,000 sqm Grade A office bullding located to the east
of central Paris.

* Since completion in 2023, letting prograss has bean
slow partly thanks to post-pandemic working pattemns

Loan for grade A office leading to reduced tenant occupational requiremeants.

building located 1o the Senior Loan £16.7m 070 £8.2m (Target 2. 7% * Our loan basis allows us to market the vacant office

east of central Paris recovery: £8.2m) space at an attractive lavel relative to the local
market.

* W continua to work with the assat managear on
strategies for latting alongside altarnative useas for tha
building with the aim of optimising the repayment of
our loan.

* Multi-use development located in north Barlin,

. Garmany.
Loan for multi-use
i * We have bean moving the asset’s business plan
4 devalopm.ent located in Specialists £14.2m 0.E5x £3.2m (Targat 1.4% forward but thress,
north Barlin, Garmany recovery: £3.2m) H
. in tha German real estate market has slowed progress
MZ Holdings in rasolving the position. Valuation of the assat
remains consernvative.
Bond sgnurad againsta » CMES 1.0 transaction issued in 2006 secured against
portfolio of UK non- £0.0m (Targat UK care homas
4* ) CMBS E0.1m MNiA N 0.0% :
conforming but-to-let recovery: £0.0m) . S
» Cheyne continue to expect recovery of Principal.
martgages
Total E61.4m E31.8m 10.4%

*Repaid in May 2026

Source: RECI May factsheet, Hardman & Co Research
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Portfolio summary (May'26)

Geographical mix of assets (%) Asset type (%)
100% 70%
80% 60%
50%
O,
60% 40%
40% 30%
20% 20%
0% 10% I
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S8585858585858583 S e & ¢
el el NaRala R la R le Tl e T Wt O 9 Q’V N O\'
A&O éoQ
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Note: In May’'26, 12% of the “others” by geography was in Spain, Source: RECI May factsheet, Hardman & Co Research

Sectoral mix of investments (%)

Duration (%)

40% 70%
0,
(o)
15% 40%
10%
5% l 30%
[ |
0% 20%
Q x& 2 . &
o> & NQ «© S o
S > L]
o@" o ) 0% -
S 0-1vyr 1-2 yrs 2-3yrs 3-4 yrs
Source: RECI May factsheet, Hardman & Co Research
Current loan to gross development value (%) Interest type (%)
40% 100%
35% .
30% 80%
25% 60%
20%
15% 40%
O,
10% 20%
5%
0% 0%
0% -50% 50% -65% 65% - 80% >80% Fixed Floating
Source: RECI May factsheet, Hardman & Co Research
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Top 10 exposures?

Description Floross)  tnvestments Commitment '™ "Swategy. Sector  county 70
1 Student accommodation developmentin London £67.7m 17% ss83m 7% o 2;’:?;‘;:1’;":; o Aegent K:i':;; Core+
2 Senior Loan refinance of four 4-star upscale hotels in central London E65.1m 16% £65.6m T0% Senior Loan Hotel K:':;;Z:n Core+
3 Co-living development in central Londan £33.7m 8% £202m % :E'T::l::;_'; o Corliving Ki':;z:n Core+
4 :::;ui;l;;::gibaamcipating loan for the refinancing of a portfolio of hotels and £a2.9m 8% £357m 0% Paiﬁ:ril:::ﬁl:gutgan Hotel K%‘,’-::;Z:n Cores
5 :z:i;'r):ji:n to fund the acquisition of a newly built Hotel located in Costa del 6.7 m 2% £35.9m 53t Senior Loan Hotel Spain Cores
6 Senior loan to refinance two logistics assets in Italy £33.2m 6% £226m 59% Senior Loan Logistics Italy Core+
7 E::;rbishmant and extension of a freehold office building in Saint Quen, £20.2m 5% £304m 100% Senior Loan Office France Value Add
8 Seniordevelopment loan for the construction of luxury villas in Ibiza, Spain E17.6m 4% £32.4m 33% Senior Loan Residential Spain Development
9  Seniorloan to support the lease-up of office building in Canary Wharf E16.6m 4% E17.1m 48% Senior Loan Office K:'E:;i Core+
10  Income producing residential developer in France E16.5m 4% £20.6m 32% Senior Loan Housebuilder France Development

Source: RECI May factsheet, Hardman & Co Research

Loan and bond portfolio summaries

Number of assets 21 Number of assets 2
Total committed capital'® £472.3m
Gross fair value £4.3m
Total capital deployed'® £415.6m
Levers - Net fair value £1.1m
ge deployed £117.5m
1
Drawn fair value (gross) £395.7m Leverage deployed’ £3.2m
Drawn fair value (net) £279.1m Weighted average unlevered yield"* 8.1%
Weighted average unlevered yield'® 9.7%
Weighted average levered yield'* 22.3%
Weighted average levered yield™ 11.0%
) Weighted average current LTV® 17.7%
Weighted average current LTVE 68.5%

Weighted average life (years) 15  Weighted average life (years) 11

Source: RECI May factsheet, Hardman & Co Research

Financing summary

Balance sheet leverage'™ Contingent Liabilities™ Cash'® Net Effective Leverage Asset Level Structured Funding
£ Amount £114.8m £2.7m £327.8m £89.7m £5.0m
% of NAV 37.3% 0.9% 9.0% 29.1% 1.6%
WiA cost of finance 5.8% 7.4%

Source: RECI May factsheet, Hardman & Co Research

1 The footnotes references are in RECI’s latest factsheet available here
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RECI's 31.6% net effective
leverage (40% cap) well below
most real estate finance
vehicles

Gross leverage increasing from
very low FY’'24 to more normal
levels

Financing maturity profile
sharply extended in FY'26

Other issues

Leverage

Leverage is an integral part of virtually all finance providers’ balance sheet
management. Banks' assets are many multiples of their equity bases (e.g. HSBC
March 2026 equity $197bn, total assets $3.3tr). RECI reports that US vehicles with
a similar real estate financing model have leverage of 4x-5x NAV. By comparison,
RECI’s policy to cap its gross leverage at 40% of NAV is very conservative. At end-
March 2026, the gross leverage was 38.7% while the net effective leverage was
31.6%.

The chart below shows the trend in gross balance sheet leverage. Currently, it is
slightly above the long-run average and has risen sharply in FY'25 and FY’26 from
the FY’24 level, which was around a quarter of the long-run average level.

Gross balance sheet leverage (total debt inc. preference shares to equity, %)

50%
40%
30%
20%
S
0% l
S T S S

Source: RECI Report and Accounts, Hardman & Co Research

In addition to the total level of gross debt increasing, FY'26 also saw the extension
in its maturity profile. Before that year, on-balance sheet financing has all been
short term, but by the end of the year, non-current financing was material. For
market bonds, RECI has a typical initial contractual period of six months while
REPOS on bilateral bonds/loans are either the underlying loan maturity or the
expiry of the REPOS facility (typically extended on an annual basis).

Maturity profile of financing (£000)

80,000

60,000

40,000
B II I I I
FY'22 FY'23 FY'24 FY'25 FY'26

H <1 mth ®1-3 mths 3-12 mths ®>12 months

Source: RECI Report and Accounts (note 14c), Hardman & Co Research
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Modest unfunded
commitments

Total commitments made at end-March 2026 were £492.8m, of which £435.7m.
were funded. It is normal for unfunded commitments to exceed cash given the
expected interest and principal repayments.

Interest cash generation

Keen-eyed readers will note that the interest received in the profit and loss is again
significantly below the actual cash interest received in the cashflow statement.

» Part of this reflects payment in kind (PIK) where interest is added to the
principal balance of the loan (i.e. interest is capitalised) instead of being paid
to the lender in cash. This type of payment is not unusual in development
finance.

» Additionally, we understand the French loans are held in SPV, whereby
payments up to Cheyne are only completed after an annual review has been
completed. This can see some volatility in specific reporting periods as, at the
group level, the interest is only recognised in the cashflow when it is received
from the SPV, while the profit and loss recognises it when the SPV receives
the cash from the borrower.

Interest received as reported in profit and loss and cashflow statements

£000 FY’'22 FY’23 FY24 FY’25 FY’'26
Reported in P/L 26,982 31,923 30,341 29,520 33,286
Reported in cashflow 26,201 29,657 21,851 15,078 13,071
P/L surplus over cashflow 781 2,266 8,490 14,442 20,215

Source: RECI report and accounts, Hardman & Co Research

Detailed disclosures

Within the R&A and presentations, there are some variances in the basis of
disclosures. The details are:

» Page 83 of the R&A shows the maturity profile for RECI. In this table, £78.9m
(19.5%) of the £404.5m portfolio matures within one year. This differs from
the 38% shown on p4 of the R&A because the latter disclosure is the cashflow
duration of the portfolio rather than the contractual maturity.

» Page 86 of the R&A also shows the credit exposure by sector. This differs from
the p4 figure because, in the latter, RECI uses commitments rather than the
fair value basis used on p86.

» Page 90 of R&A shows that the total unrealised (losses)/gains on investments
classified as Level 3 rose from a net positive of £187k to a deficit of £7.1m.
Just £4.4m of losses were shown in the FY’26 period statement of
comprehensive income. The reason for the net unrealised loss rising more than
charge was that positions with unrealised profits were sold in the year and so
taken out of the calculation.

13 July 2026
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Current NAV is realistic

12p annual dividend expected

Close peer comparisons weak
given their wind-down status

Reversion to historical average
levels would see discount close
significantly

Valuation
Absolute

In previous reports, we have considered how the NAV is assessed (see pages 23-
24 of our initiation report, 7%+ vield from well-secured property debt portfolio,
published on 28 August 2019). The critical issues are how conservative the culture
of the organisation is, and the independent checks and controls that are in place to
review the process. As we noted in that report, RECI’s approach, to both issues, is
in line with best practice, resulting in an NAV that fairly reflects the asset’s values.

By the nature of being a debt investor, the NAV is recycled via cash from maturing
positions. Consequently, there is a marked contrast in how a rising interest rate
environment affects REITs and RECI. For the former, the valuation basis is hit. For
the latter, the recycling of capital takes returns towards a higher plane.

The short life of RECI's book means that loans are constantly repaying with an
illiquid, private asset being recycled into cash. In valuation terms, we believe
investors should consider this as marking back to hard cash (rather than marking
to market or a model), thus improving their confidence in the NAV calculation.

Yield

Throughout the COVID-19 crisis, when RECI took large, early MTM hits in 2020, and
then steadily released them throughout the rest of the year, it maintained a
consistent 3p quarterly dividend. As we noted above, the trust appears very
committed to this dividend and has been willing to maintain the dividend even when
uncovered by earnings. The current yield is 10.3%, and a 12p annual dividend is
expected, with the recurring interest income forecast broadly covering the dividend
at this level.

Relative

Comparisons of RECI with a close peer group are no longer relevant given the
wind-down status of LBOW and SWEF; although, for what it's worth, the AIC
average discount in the property debt sector is 15%. Looking at the other AIC debt
sectors, the direct lending average discount is 8%, the loans and bonds average
premium is 3% and the structured finance average discount 2%. The latest
reported ratings are available on the AIC website here.

By historical standards, the current level of RECI’s discount is very high, nearly 10%
above the 10-year average. This is despite the fact that RECI used to have a large
bond portfolio, which, at times, introduced significant NAV volatility. Ceteris
paribus, the absence of this volatility, in our view, justifies a lower discount/higher
premium. RECl was at an average 2% premium in 2015-19 and traded at a premium
again in 2021-22, leaving room for investor concerns to moderate considerably by
just reverting to historical average levels.
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Financials

We have trimmed our estimates in line with the FY’26 performance.

Profit and loss

Year-end Mar (Em) 2023 2024 2025 2026 2027E 2028E
Interest income bonds 5.0 1.5 0.8 0.7 04 0.2
Interest income loans 26.7 28.4 28.1 31.9 34.9 34.9
Other interest income 0.2 04 0.7 0.7 0.7 0.7
Interest income 31.9 30.3 29.5 333 36.0 35.8
Net (losses)/gains on investments 0.8 0.6 3.6 (7.2) 1.0 2.5
Net losses on options - - - - - -
Net gains on foreign exchange instruments (2.1) 0.4 1.0 (0.7) - -
Total net gains on fin. assets at FV through P&L (1.3) 1.0 4.7 (7.8) 1.0 2.5
Operating income 30.7 314 34.2 254 37.0 38.3
Management fee (4.3) (4.2) (4.1) (4.0) (3.8) (3.8)
Performance fee - - - - - -
Other operating expenses (1.8) (1.8) (2.5) (0.0) (2.0) (2.0)
Operating expenses (6.1) (6.0) (6.6) (4.0) (5.8) (5.8)
Profit before finance costs 24.5 25.4 27.6 214 311 325
Finance costs (4.0) (3.5) (4.8) (6.3) (6.3) (6.5)
Net profit 20.6 21.9 22.8 15.2 24.9 26.0

Note: classification bonds and loans restated in 2021, Source: RECI Report and Accounts, Hardman & Co Research

Balance sheet

@ 31 Mar (Em) 2023 2024 2025 2026 2027E 2028E
Bonds 49.2 7.9 6.8 9.4 5.0 5.0
Loans 341.5 305.0 344.9 379.1 379.1 419.1
Equity securities 10.0 16.4 17.8 16.0 17.0 19.5
Financial assets at FV through P&L 400.7 3294 369.5 404.5 401.1 443.6
Cash and cash equivalents 14.1 18.3 19.3 18.5 20.2 6.5
Cash collateral at broker 2.4 4.5 2.9 2.3 2.3 2.3
Derivatives 1.8 0.0 0.0 0.0 0.0 0.0
Other assets 0.0 0.1 0.1 0.1 0.1 0.1
Receivables for investments sold 0.0 0.0 0.0 0.0 0.0 0.0
Total current assets 18.2 22.9 22.2 20.9 22.6 8.9
Total assets 419.0 352.3 391.7 4254 423.7 452.5
Non-current financing 0.0 0.0 0.0 47.7 50.0 50.0
Current liabilities

Derivatives 0.0 0.1 0.2 0.3 0.3 0.3
Financing 80.2 23.8 70.9 70.7 70.0 70.0
Cash collateral due to broker 0.0 0.0 0.0 0.0 0.0 0.0
Preference shares 0.0 0.0 0.0 0.0 0.0 0.0
Other liabilities 1.9 2.0 2.3 0.7 1.0 1.3
Total liabilities 82.0 25.9 734 71.8 71.3 71.6
Net assets 337.0 326.4 3184 305.9 302.3 330.9
No. shares (m) 229.3 225.2 221.7 221.0 219.6 241.6
NAYV per share (p) 146.9 144.9 143.6 138.4 137.7 137.0

Source: RECI Report and Accounts, Hardman & Co Research

Note: We continue to assume a share issuance at the end of the second year of
forecasting. This has been our (rolling) policy for some years and is a statement of
intent rather than a firm expectation. We believe the board wants to grow RECI to
achieve portfolio diversification and economies of scale but is also aware regarding
investors’ disapproval of issues at below NAV. An immediate issue is unlikely, but
we believe it right to flag a future potential one in our estimates.
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Appendix: list of Hardman & Co
reports

Given the regulatory restrictions on distributing research on this company, the
monthly book entry for RECI can be accessed through our website, Hardman & Co
Research. More detailed research reports are listed below. Each link contains a
click-through to our Directors Talk audio interviews, summarising each report.
Company announcements, including buybacks, can be found on RECI's page on the
LSE website.

» 2019: Our initiation report (28 August) and Delivering on its promises (17
December).

» 2020: Getting a balanced view on outlook (21 May) and Improving returns on new
opportunities (14 September).

» 2021: Portfolio repayments fund enhanced return pipeline (18 January),
Experience shows resilience of the model (6 May), Experience shows resilience
of the model (2) (12 August), and Why rising rates should not hurt RECI (8 November).

» 2022: Vive la difference (15 February), New faces, same resilience (20 May),
Marks taken in uncertainty, released thereafter (5 August), and Positioned for the
current crisis (17 November).

Looking at the current opportunities (9 February 2023).
Double tangible security (13 June 2023).
Why CRE equity worries should not apply to RECI (30 August 2023).

Portfolio management to optimise risk/reward (16 November 2023).

French and German exposures in perspective (27 February 2024).
Capital Markets Day (25 July 2024).
Why the discount has been closing and its outlook (15 October 2024).

The rise of private credit: threats and opportunities (20 February 2025).

Meeting any potential macro challenges head on (20 May 2025).
What RECI brings to investors (9 September 2025).

Investor Day: opportunities aplenty (2 December 2025).
Manager presentation and Q&A (4 March 2026).

vV vV vV V. YV Vv VvV Vv VvY
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Appendix 2: Hardman & co analyst
view on Paris office market

The Paris office market has seen a sharp slowdown in the pre-2022 optimism. EU-
wide office market yields have tracked sideways for two years, having been in a
period of rising yields prior to that. While, generally, the worst fears about negative
impacts of “work from home” have not been realised in the EU and UK - unlike the
US - this yield basis, driven by rising risk-free cost of money, has harmed any hopes
of sustained price rises. That said, very few EU markets are in a structural over-
supply phase, as new projects were severely reined back from 2021. Paris had been
a strong market, driven by optimism on the French macroeconomic prospects in
the post Brexit and immediate post COVID-19 period. Its sentiment deterioration,
therefore, is worse than several other EU jurisdictions.

This deterioration notwithstanding, the Paris office investor pricing does remain
reasonably strong with three clear positives. First, there is a halt, but there appears
to be no reversal of the good EU-relative price growth, which took central Parisian
office pricing down to 4.0% (Savills Research and others), lower than any other
major EU city other than West End London’s 3.8%. Secondly, borrowing costs in €
remain relatively subdued in global if not historical comparisons. Thirdly, Paris
supply-demand is benign; although take-up fell markedly in 1Q’26, rents for newer
property rose 3% YoY. RECI'’s assets are newly comprehensively refurbished.

Inner Paris suburb markets, such as Saint-Ouen, which is important to RECI’s asset
base, have seen elevated concentrations of inventory. Looking at other non-CBD
areas, like London’s Canary Wharf and City, Paris has a higher-yielding secondary
financial office district, La Défense. La Défense vyield basis is 7.5%, London City
5.0% and Canary Wharf 5.75% (Knight Frank and others). The Paris market demand
is more concentrated on the one central area than London, hence RECI’s writing
down of its non-CBD office positions.

The local market is slow and unlikely to improve in the short term. However, debt
costs are low, which helps RECI but more significantly helps developers dispose of
assets in due course when they are leased-up. The average all-in cost of debt for
selected European markets rose by 60bps during 1Q'26 to 4.7%. This is now in line
with the average EU prime office yield. EU non-performing commercial real estate
loans fell over the 12 months to end-1Q’26, but for France and indeed Germany,
Savills states that the figure rose. Again, the FY’26 RECI writedowns chime with
this broader picture as well as the property specifics. Savills reports that debt funds
are becoming increasingly active via a back-leverage structure for non-prime
lending, which is gradually improving liquidity for secondary offices. So, yet again,
this for RECI is a mixed picture not without positives in the mix. This has parallels
in the generally benign background for credit risk spreads globally, spreads which
have been suppressed for many quarters and remain so. And yet, unit-share
redemptions in a handful of European open-ended real estate funds were
suspended during 1Q’26, in response to the Middle East conflict.
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to
the accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results
obtained from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect
of the information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence,
fraud or wilful misconduct. In no event will Hardman & Co, its dffiliates or any such parties be liable to you for any direct, special, indirect, consequential,
incidental damages or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to
buy or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not
constitute investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made
available. A full list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/legals/research-disclosures. Hardman may provide other investment banking services to the companies or legal entities
mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has
no scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution
or use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or
country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance
may be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or
appropriate for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances
and may be subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the
preparation of this document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own
independent advice regarding any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has
made available through this document various information constitutes neither a recommendation to enter into a particular transaction nor a representation
that any financial instrument is suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any
product or security is appropriate for them in the light of their investment needs, objectives and financial circumstances.

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an Authorised Representative
of Palace Ventures Limited, which is authorised and regulated by the Financial Conduct Authority (FRN 433291). Hardman Research Ltd is registered at
Companies House with number 8256259.

(Disclaimer Version 9 - Approved July 2025)

Status of Hardman & Co’s research under MiFID

Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write and, as such, falls within the scope of ‘acceptable minor
non-monetary benefits’, as defined in the Markets in Financial Instruments Directive.

The FCA Handbook (COBS 2.3A.19) states: ‘An acceptable non-monetary benefit is one which:[...] (5) consists of: [...] (b) written material from a third party
that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and
that the material is made available at the same time to any firms wishing to receive it, or to the general public.’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
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About Hardman & Co

We are a rapidly growing, innovative corporate research & consultancy business, based in London, serving the needs of both public
and private companies.

Our expert team of sector analysts and market professionals collectively have over 400 years of experience. This depth of
knowledge and a reputation for integrity have built trust with investors. With effective communication and precision distribution,
we help companies disseminate their investment message to interested investors, as well as advise them on strategy.

Our smaller, boutique structure allows us to provide first-class customer service and to deliver a wide range of ad-hoc services for
multiple clients with different needs.

research@hardmanandco.com 9 Bonhill Street www.hardmanandco.com
London
EC2A 4D)J
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