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Executive summary

Dorset County Pension Fund (“DCPF”) provides diversified exposure to good quality real estate
located throughout the UK, across a range of sectors including offices, industrial, retail and other.
The allocation to property reflects 9% of DCPF's total assets, which currently represents
approximately £300m. The strategy is to transition the portfolio gradually to a 50/50 split
between Secure Long Income (“SLI”) and Conventional properties, with SLI properties within the
Conventional portfolio counting towards the total.

OVERVIEW

Capital value (Combined DCPF portfolio)

Mandate

Performance objective

Conventional
Commenced 1993

MSCI Quarterly over 5 years

Assets
SLI
Commenced 2017

LPI +2% per annum

Capital Value (Q2 2022) £263.9m (83%) £52.2m (17%)

Number of assets 23 10

Target portfolio size £180m’ £120m

Value of purchases during quarter - £11.1m

Value of sales during quarter - -

Net initial yield (p.a.) 34% 3.9%

Average unexpired lease term (to break) 9.7 years (8.0 years) 58.7 years (18.5 years)

Combined Valuation

Direct Property (Q2 2022 values) £293.4m
Indirect Assets (Q2 2022 values) £227m
TOTAL PORTFOLIO VALUATION £316.1m
Performance? Conventional SLI Combined MSCI Quarterly Universe
Q2 2022 31% 21% 2.9% 3.0%
12 months 18.6% 9.0% 17.2% 19.1%
3yrs pa. 7.3% 6.5% 72% 7.3%
5yrs pa. 7.0% - 6.8% 6.9%
7 yrs pa. 7.3% - 7.3% 7.0%
10 yrs p.a. 9.1% - 9.0% 8.6%

' The Conventional portfolio includes SLI assets (c.12%), therefore the total SLI allocation will be 50%.
2 Conventional, Combined and SLI are Nominal returns. SLI's Real returns for Q2 2022 -2.9%, 12 months to June 2022 4.0%, and 3 years 3.2% p.a. with LPI Q2 2022 at

5.0%, 12 months 5.0% and 3 years 3.3% p.a.
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Economic and property update

The economic environment has changed considerably through the first half of 2022. The rapid rise of inflation and
higher inflation expectations have been the dominant factor in a changing UK outlook.

The cost-of-living squeeze is increasingly weighing on consumer demand. This is despite tight labour market conditions
driving regular wage growth (excluding bonusses) of 4.2% y/y, which would be considered healthy in more normal times.

The Bank of England has responded to higher inflation with five successive interest rate rises, taking the policy rate to
1.25% in June. Further rises are expected in H2 2022, although the peak this cycle remains uncertain. The UK economy
is essentially expected to stagnate for the coming 12 months before activity picks up in H2 2023, when inflation is
projected to cool allowing real household incomes to begin to recover.

In response to the rapidly changing economic backdrop, we updated our property forecasts in May. We are now
forecasting an All Property total return of 4.8% p.a. over the period 2022-26, a downgrade from 5.3% p.a. in our previous
forecasts. The sector hierarchy remains similar, with residential expected to be most resilient and average quality offices
facing the greatest headwinds.

With UK inflation currently running at a 40 year high, it is worth considering the outlook for performance in real terms.
While property has performed well over the last 5 years, future near-term performance is likely to fall short of inflation.
This is illustrated by our revised All Property total return forecasts of 8.5% for 2022 and 2.2% in 2023 which compare to
RPI forecasts of c.11% and ¢.4% at the respective year-ends. The extent of this short-term underperformance will vary
between portfolios, particularly according to whether their targets are based on LPI (as is the case for the SLI portfolio)
or uncapped RPI/CPI. LPlis defined as the percentage change in RPI, capped at 5% p.a. and with a floor of 0% p.a.
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Conventional portfolio

Portfolio information

KEY STATISTICS

£241.2M £22.7M £263.9M

Direct market value Indirect market value Total Conventional portfolio market value
23 (£12.1M) 67 (£3.6M) 22.5% (7.8%)

No. of assets (direct avg. value) No. of lettable units (direct avg. value) Vacancy rate® (MSCI Quarterly Universe)
9.7 yrs (8.0 yrs) 3.4% 12.0%

Avg. unexpired direct lease term (to break) Direct net initial yield (p.a.) % of income direct RPI / index linked
1.5% 6.2%

Rent with +10 years remaining Rent with +15 years remaining

(% of direct rent) (% of direct rent)

GEOGRAPHICAL AND SECTOR EXPOSURE

Geographical breakdown Sector breakdown
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2 Core vacancy rate plus active development projects, which represent 10.1% of ERV.
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Secure long income portfolio (SLI)

SLI| portfolio information

KEY STATISTICS

£52.2M £0.0M £52.2M

Direct market value Indirect market value Total SLI portfolio market value
10 (£5.2M) 14 (£3.7M) 0%

No. of assets (avg. value) No. of lettable units (avg. value)* Vacancy rate (% ERV)

58.7 yrs (18.5 yrs) 3.9% 79.1%

Avg. unexpired lease term (to break) Net initial yield (p.a.) % of income index linked
61.4%

Rent with +15 years remaining

(% of rent)

GEOGRAPHICAL AND SECTOR EXPOSURE

Geographical breakdown (% of total value) Sector breakdown (% of total value)

¥ North ¥ London/Southeast H Residential

M Eastern Midlands B Other Retail (Pubs & Dealerships)

“ Assumes each residential portfolio is treated as a single lettable unit.

Q2 Report 2022 Dorset County Pension Fund Confidential & Proprietary 5



Environmental, Social,
Governance

DCPF’s ESG performance

COMPLIANCE TRANSPARENCY CARBON

Energy ratings Building certifications Energy

Policies Reporting Water

TCFD Stakeholder engagement Waste

Compliance risk Data coverage Tenant Workshops

Green leases

All environmental compliance risks GRESB Outperformance 18% Carbon intensity reduction
% of units with EPC rating lodged A-E % of floor area for which energy data has been collected
2021 performance Q22022 2022 target 2021 performance 2022 performance 2022 target
performance
99% 99% 100% 56% 54% 40%
% Portfolio with a Building Certification (By Value) 2021 GRESB score in the Standing Investments Assessment
2021 performance Q22022 2022 target 2020 score 2021score 2022 target
performance
12% 14% 30% o5 = 2

D % of in Progress Certifications in 2022

Key actions completed in Q2 2022

Action Outcome Compliance Transparency Carbon

Collection of energy, water and waste data from tenants for the
Data Collection 12 months ended 31t December 2021 has been completed. This X X
portfolio achieved 54% energy data coverage.

The portfolios 2022 GRESB submission has been completed.
This portfolio submitted to the Standing Investments and

GRESB Development Projects assessments. X
Environmental performance data was assured to AAT000AS.
The portfolio has completed two EPC assessments in the last

EPC quarter. X
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Important information

The information contained herein must be treated in a confidential manner and may not be reproduced, used or disclosed, in whole or in part,
without the prior written consent of CBRE Investment Management.

Acceptance and/or use of any of the information contained in this document indicates the recipient’s agreement not to disclose any of the
information contained herein. This document does not constitute any form of representation or warranty on the part of CBRE Investment
Management, investment advice, a recommendation, or an offer or solicitation, and it is not the basis for any contract to purchase or sell any
security, property or other instrument, or for CBRE Investment Management to enter or arrange any type of transaction. CBRE Investment
Management expressly disclaims any liability or responsibility therefore.

This document should not be regarded as a substitute for the exercise by the recipient of its, his or her own judgement. The figures in this document
have not been audited by an external auditor. This document does not purport to be a complete description of the markets, developments or
securities referred to in this report. The value of an investment can go down as well as up and an investor may not get back the amount invested.
Past performance is not a guide to future performance. Forecasts of future performance are not an indicator of future performance. All target or
projected “gross” internal rates of return (“IRRs™ do not reflect any management fees, incentive distributions, taxes, transaction costs and other
expenses to be borne by certain and/or all investors, which will reduce returns. “Gross IRR” or “Gross Return” shall mean an aggregate, compound,
annual, gross internal rate of return on investments. “Net IRR” or “Net Returns” are shown after deducting fees, expenses and incentive
distributions. There can be no assurance that the mandate will achieve comparable results, that targeted returns, diversification or asset allocations
will be met or that the investment strategy and investment approach will be able to be implemented or that the mandate will achieve its investment
objective. Actual returns on unrealized investments will depend on, among other factors, future operating results, the value of the underlying assets
and market conditions at the time of disposition, foreign exchange gains or losses which may have a separate and uncorrelated effect, legal and
contractual restrictions on transfer that may limit liquidity, any related transaction costs and the timing and manner of sale, all of which may differ
from the assumptions and circumstances on which the valuations used in the prior performance data contained herein are based. Accordingly,
actual returns may differ materially from the returns indicated herein. The value of any tax benefits described herein depends on your individual
circumstances. Tax rules may change in the future.

Each fund/investment was presented for illustrative purposes only and should not be considered a recommendation or investment advice. Each
fund/investment was selected based on attributes which can illustrate our investment process. It should not be assumed that an investment in
these funds was or will be profitable. The returns presented herein include all returns generated by reinvested capital and profit.

CBRE Investment Management and its affiliates accept no liability whatsoever for any direct, consequential or indirect loss of any kind arising out
of the use of this document or any part of its contents.

Where funds are invested in property, investors may not be able to realize their investment when they want. Whilst property valuation is conducted
by an independent expert, any such opinion is a matter of the valuer’s opinion. Property is a specialist sector which may be less liquid and produce
more volatile performance than an investment in broader investment sectors. CBRE Investment Management Limited and CBRE Investment
Management (UK) Limited are regulated by the Royal Institution of Chartered Surveyors (RICS). CBRE Investment Management (UK Funds) Limited
is authorized and regulated by the Financial Conduct Authority (FCA). The indirect property portion of this portfolio is managed by CBRE
Investment Management Indirect Limited which is authorized and regulated by the Financial Conduct Authority in the United Kingdom. In
accordance with the restrictions on the promotion of non-mainstream pooled investments, the communication of this document in the United
Kingdom is only made to persons defined as professional client or eligible counterparties, as permitted by COBS 4.125R (Exemption 7) and the
Collective Investment Scheme (Exemptions) Order 2001.
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