Market Monitor Q2 2025

Rates, inflati credit spreads
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e The short-term nominal curve shows a decrease in yields
for tenors under 20 years, while remaining relatively flat at
the longer end of the curve. In contrast, the yield for the
real curve has shifted upwards across all tenors by 5-15bps.

¢ Year-on-year inflation prints increased this quarter with
CPl increasing 1%pt from 2.6% in March to 3.6% in June
and RPI increasing 1.2%pt from 3.2% to 4.4% over the
same period.

* Market expectations for interest rate cuts in 2025 have
decreased from the previous quarter.

e Credit spreads have decreased from the end of Q1 to Q2
by 15-20 basis points across AA, A, BBB ratings.
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Source: Refinitiv 10 year non-financial GBP bonds — June 2025. Spreads shown are over swaps.

Secure income market update
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Spreads remain compelling for secured long income assets

e Spreads over risk-free yields for Commercial Ground Rents
and Income Strips have reduced by 15bps over the quarter.

e Spreads for Renewables have moved out by 40bps over the
quarter, reflecting the increase in 12-years gilt yield and also
softer valuations.

e Spreads have widened by 15bps on both Social Infrastructure
and Long Lease Real Estate assets.
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Asset class definitions

Senior Investment Debt: 5-year interest and fees cashflow from senior
investment term-loan secured against core real estate where interest is
comprised of a margin over either SONIA or BoE base rate.

Renewables Infrastructure: 15+ year inflation-linked cashflows from unlevered
wind and solar infrastructure assets subject to Feed-in Tariff (FIT) or Renewable
Obligation Certificate (ROC) regimes.

Long Leases: 15+ year inflation-linked leases on commercial real estate.
Traditional sale & leasebacks fall within this market.

Social Real Estate: 15-20+ year inflation-linked leases on operational real estate
across the housing, healthcare and education sectors.

Income Strips: 30+ year inflation-linked leases on commercial real estate where
the lessee has an option to purchase the real estate back at the end of the lease
for a nominal amount (e.g. £1).

Commercial Ground Rents: 100+ year inflation-linked leases on commercial
real estate, with a higher degree of rental and value cover than a traditional sale
& leaseback.

Sources: Alpha Real Capital (for illustrative purposes only and for typical transactions available to pension schemes in these asset classes). Data as at 30 June 2025. The future returns and
opinions expressed are based on Alpha Real Capital internal forecasts and should not be relied upon as indicating any guarantee of return from an investment managed by Alpha Real Capital nor
as advice of any nature. Source of corporate bond spreads: Refinitiv 10 year non-financial GBP bonds - 30 June 2025.



AlphaReal’s Social Impact Fund relaunches under

Sustainability Impact label

AlphaReal’s Social Impact Fund has recently relaunched
under the Sustainability Impact label. In 2024, the FCA
launched its Sustainability Disclosure Requirements to
primarily address greenwashing. Our Fund pursued the
Sustainability Impact label which is designed to help
investors identify funds that are making a genuinely
positive impact on society and the environment. Our
Social Impact Fund takes a diversified approach where
we invest across three sectors — health, housing and
education, and it is this diversified approach that sets
us apart from the majority of impact funds, where many

What is the advantage
for investors?

It has become increasingly
important that investors are

able to avoid the perils of
investing in funds where there is
a risk of greenwashing, and the
Sustainability Impact label sets

a high bar for asset managers,
ensuring that the fund’s focus is
on delivering positive, measurable
impact. We think this label will give
investors’ confidence that their
allocations are delivering returns

. alongside impact.
focus on a single sector strategy.

We believe that an allocation across the health, housing
and education sectors can provide the following benefits:

Enhanced risk adjusted returns
through the ability to deploy
capital across a range of sectors.

@ Improved speed and scale of @ Greater diversity of impact. A
deployment. We estimate that multi sector approach delivers
over the next five years the scale a wider range of impactful
of opportunity across the health, services.
housing and education sectors is
approximately £57 billion.

Watch our video with James Murray, Head of Social Infrastructure:

alphareal.com/james-murray-discusses-the-benefits-of-a-
diversified-approach-to-social-impact-investing
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