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Commentary
Mortgage and Housing Market
The strong rally in the housing market continues apace, with Halifax reporting the fastest annual house price growth rate since June 2016 at 7.5%, though
the monthly rate of 0.3% was the slowest in four months. Nationwide also reported the average house price hit a new record high at £227,825, up 5.8%
on the year. Regionally, the so called ‘race for space’ also appears to be gathering momentum with Knight Frank reporting a quarterly rise of 0.9% in outer
London and a 2% rise for country properties, including cottages, farmhouses and manor houses, with the number of offers accepted outside London hitting
an all-time record. This was supported by Bank of England data showing mortgage approvals reached a 13-year high in October. On that note, however,
data from the mortgage broker Trussle showed that the combination of lockdown, increased property demand and processing capacity due to working
from home has caused the time it takes to buy a property to double to around 116 days, and are warning that mortgage applications made later than early
December may not reach completion before the end of the Stamp Duty relief period next April, which is also when the current Help to Buy scheme expires.
A number of participants in the property sector have already been urging the Chancellor to extend the deadline in order to prevent a backlog and cliff effect.
Regarding extensions, along with the extension of the furlough scheme, and the imminent start of a second lockdown, the Chancellor also asked the FCA to
further extend the Mortgage Payment Holiday scheme until January 31, 2021. However, this is simply a further extension of the same measures previously
extended in July, with the maximum deferral period remaining at six months. As such, while we expect some new deferral requests and some extensions
to those who have only taken an initial three-month deferral so far, it is likely that any increase in numbers will be relatively limited and most likely offset by
existing deferrals coming to an end. Further details of the ongoing reduction of payment holidays in our portfolios is given below.
RMBS Market
Despite heavy supply in the broad European ABS market, this was mostly concentrated in mainland European Auto and Consumer assets, and only
one UK RMBS deal came to market. That was from a debut issuer with a mixed pool of both owner-occupied and BTL loans, plus a heavy proportion
of second-charge loans; very different and not really comparable to UKML portfolios. In secondary markets, the strong technical prevailed in the
absence of material primary supply and spreads remained firm. Trading flows were interrupted mid-month by a very large £600m UK NC/BTL BWIC
across senior and mezzanine bonds. Investors hoping to source bonds in the auction at discounted levels were left disappointed as there was strong
participation across the capital stack from both investors and dealers. However, despite this the combined weight of renewed COVID-19 lockdowns,
the US election, a looming Brexit deadline, and dealers protecting balance sheets towards year-end led to weaker equity and broader credit markets,
and saw ABS markets indirectly affected more latterly with a modicum of widening across senior bonds.

Fund Commentary
It’s far too early to assess the number of new payment holiday/extension requests that lenders are likely to receive following the latest extension to the
scheme, but given the revised scheme is only open to those who haven’t already taken the maximum six-month deferral, we do not expect to see a big
increase, particularly as many existing deferrals are coming to an end so numbers are more likely to continue to fall, just a little more slowly. In very early
evidence at the time of writing, TML have seen just two requests for new deferrals and five for extensions, and Coventry saw just one extension request
offset by a redemption. TML meanwhile saw a further 137 borrowers return to making payments at the end of their deferral period, bringing the live
exposure in the combined TML portfolios down to around 2.1% from a peak of over 40%. The BTL portfolios, which saw a much lower payment holiday
experience than the owner-occupied sector, also continue to fall. In both sectors, a small proportion are likely to ultimately result in longer term arrears,
and also in a few cases some repossessions once the current moratorium comes to an end, but the vast majority of borrowers have or are now returning
to making payments. The Fund’s board has now concluded its strategic review and subsequent follow-up consultations with shareholders, who strongly
supported their proposals for a revised mandate for increased dividend cover and enhanced liquidity and returns, to be voted on at an EGM on 4th
December. They also completed the repurchase of c. 41m shares during September as planned. As these were purchased at a discount, this will result
in an uplift in NAV, of c. 2.24 pence per share to be reflected in next month’s NAV for September. Meanwhile, the portfolio managers have continued
preparations for future securitisations, in particular following-up on the Keystone RMBS investor introduction held in September.

Investment Outlook
With just a handful of primary deals in the current visible pipeline, activity is likely to start to tail off for the balance of the year. We continue
to have a positive outlook for RMBS markets and are encouraged by the resilience and performance against a very challenging backdrop.
The anticipated lower levels of primary supply should continue to support the strong favourable technical into year-end, however we remain
cognizant that a significant uptick in broader market volatility could also flow through to the ABS sector.
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1. Dividend guidance in this factsheet is a target only and not a profit forecast and there can be no assurance that this target will be met.
* from February 2020, pipeline has been excluded and figure refers to completed loans only
as at 30/09/2020
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Fund Facts

Investment Objective
The Company aims to provide Shareholders with stable income returns through low
leveraged exposure to portfolios of loans secured against UK residential property.

Type of Fund:	Closed-ended Investment Scheme
Listing & Trading:

LSE Specialist Fund Market

ISA & SIPP Eligible:

Yes

Launch Date:

7th July 2015

Currency:

£ denominated

Investment Policy
The Company’s investment policy is to invest in a diversified portfolio of UK residential
mortgages.
•
The Company will purchase legacy portfolios with strong observable performance
histories or new portfolios with robust underwriting standards
• Primary origination mechanism may also be put in place
• Leverage will be used, initially via a banking facility, before fully securitized term structure
put in place

NAV Calculation:	As of the last business day of each month
Dealing:

Daily during LSE opening hours

Dividend:

Quarterly from April 2016

Market Capitalisation:*

£174.7mn

Shares in Issue:

273mn

Price per Share:*

64.00p

NAV per Share:*

81.02p

NAV per Share
(inc Dividend):*

104.65p

Premium / (Discount)
to NAV:*

-21.01%

This is only a summary; details of the Company’s investment policy, including investment
restrictions, are set out in the Prospectus.

IFRS 9
With regards to IFRS 9 – the company has been reporting its results in accordance with
IFRS 9 since 1 July 2018. When making future loss provisions under IFRS 9 the low level of
historic defaults in the UK mortgage sector and the credit protection afforded by the low
LTV of the loans within our portfolio is factored into our provision calculations, along with
the recent addition of mortgage payment holidays. The unaudited impact of IFRS 9 has been
calculated at 0.92% on the Fund’s NAV, for the 30 June 2020. The impact of expected credit
losses is already modelled in the IRR calculations for our portfolios and is also included in our
portfolio dividend and NAV models.

Source: TwentyFour Asset Management. * as at 31/08/2020

Key Risks

Glossary
BTL:		
BWIC:		
NC:		
RMBS:		
TML:		

• All financial investment involves risk. The value of your investment isn’t guaranteed,
and its value and income will rise and fall. Investors may not get back the full amount
invested.
• Past performance is not a reliable indicator of future performance, and the Fund may not
achieve its investment objective.
• The fund can invest in portfolios of mortgages or the equivalent risk. The lenders of such
products may not receive in full the amounts owed to them by underlying borrowers,
affecting the performance of the Fund.
• Prepayment risks also vary and can impact returns.
• The fund employs leverage, which may increase volatility of the Net Asset Value.
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Trading Information
TIDM
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AMC (%)

OCF Breakdown
UKML
GG00BXDZMK63
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0.60

UK Mortgages Ltd

0.81%

UK Mortgages DAC and SPVs (excl. servicing and transaction costs)

0.15%
Total 0.96%

Servicing and Transaction costs (for information)*

2.18%

*Servicing and transaction costs are provided for information only as deal specific servicing and other
transaction costs are included in IRR projections per investment. As at 30/06/2020.
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FOR INSTITUTIONAL/PROFESSIONAL INVESTORS ONLY. NO OTHER PERSONS SHOULD RELY ON THE INFORMATION CONTAINED IN THIS
DOCUMENT. This document has been prepared for information purposes only in order to facilitate preliminary discussions with potential investors in the Fund
and will not be made available to retail customers (as defined in the Financial Conduct Authority’s rules). The information and opinions contained herein are
for background purposes only and do not purport to be full or complete. This document is preliminary and the information contained is selective and subject to
verification, completion and amendment. It is not intended to be construed as a prospectus or other solicitation for the sale of any particular investment nor as
investment advice and does not have regard to the specific investment objectives, financial situation, and particular needs of any person to whom it is presented.
No representation or warranty, express or implied, is made as to the accuracy or completeness of the information contained herein and no responsibility, obligation
or liability (whether direct or indirect, in contract, tort or otherwise) is or will be accepted by TwentyFour Asset Management LLP, Numis Securities Limited or
the Fund or by any of their respective members, officers, employees or agents. Any application for shares in the Fund may be made solely on the basis of the
information and opinions contained in the prospectus, as and when it becomes available, which may be different from the information and opinions contained
in this document. Investors should not subscribe for or purchase any shares in the Fund on the basis of the information set out in this document. This document
may not be distributed to the press or any other person, may not be reproduced in any form and may not be published, in whole or in part, for any purpose.
Neither this document nor any part or copy of it may be taken or transmitted into, or distributed (directly or indirectly) in the United States, Australia, Canada
or Japan (or to any resident of Japan) or any of their territories or possessions. The value of investments and the income from them can fall as well as rise. An
investor may not get back the amount of money that he/she invests. This document has been issued by TwentyFour Asset Management LLP. For definitions
of the investment terminology used within this document please see glossary at: https://twentyfouram.com/glossary TwentyFour Asset Management LLP is
able to assist those institutional clients who require it with meeting their Solvency 2 obligations. In particular, TwentyFour Asset Management LLP will make all
reasonable endeavours to comply with the Solvency 2 Regulations 2015 Article 256. Please contact the Compliance Department at compliance@twentyfouram.
com for more information. TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with
its registered office at 8th Floor, The Monument Building, 11 Monument Street, London EC3R 8AF and is authorised and regulated in the UK by the Financial
Conduct Authority, FRN No. 481888.

