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Executive Summary – Fund Recap

• Changes to investment policy and share buyback voted for by shareholders in Aug 2019

• First opportunity to implement new policy and release significant capital expected on Oat Hill 1 refinancing in May-20

• Delayed due to Covid-19

• Completed as soon as economically viable in Jul-20

• Capital release after reserves for existing commitments approx. £30m

• Intended to be used to fund share buybacks

• Mortgage and housing markets now re-open

• RMBS market recovering – with positive supply/demand technical

• Proposed offer made public by M&G Investment Management at 67p on 20th July-20 following a succession of lower offers

• Proposal declined by UKML board as a material undervaluation

• Extensive board and manager engagement during offer period

• Further increase to 70p also declined

• M&G withdraw from proposal

• UKML board to commence strategic review following shareholder consultation
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Mortgage & Housing Markets

 Sharp rebound in housing and mortgage markets – possibly boosted by Stamp Duty cut
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Bank of England – Mortgage Approvals

 A strong positive for borrowers refinancing and improved LTV protection

Sources: Zoopla, Bank of England, 1-Sep-2020
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RMBS & Funding Markets

 RMBS spreads also continue to recover
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 Back inside the long-medium term range

 Range covers all UKML securitisations

 Supply/demand imbalance expected to drive spreads tighter still

 New Term Funding Scheme will likely suppress bank issuance

 A likely benefit to upcoming securitisations
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Mortgage Rates & Swap Costs

 Swap rates have fallen sharply following Bank of England rate cuts

 Mortgage Rates have remained stable – or even increased a little

 Lending Criteria have also been tightened
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 Looks to be an outstanding opportunity to be originating, locking-in and taking advantage of increased margin
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Portfolio Update
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 Approx. £1.65bn of loans

 Ongoing growth from forward flow portfolios – expect term-out securitisations when portfolios reach critical mass

 BTL portfolios will amortise slowly

 TML loans pay down steadily as majority are 2-year loans
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Payment Holiday Experience
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 Payment Holidays continue to reduce

 Further reductions expected towards end of scheme on 31-Oct

 Some residual expected that are now modelled as arrears

Sources: TwentyFour, Investor Reports 31-Jul-2020
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Payment Holiday Exposure
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 Overall portfolio has low exposure to higher LTVs

 Payment Holiday exposure generally in line with overall portfolio

 No significant exposure to higher LTV bands

Sources: TwentyFour, Investor Reports 31-Jul-2020
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Conservative Loss Provisioning
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 Low exposure to higher LTVs helps afford significant protection against potential defaults

 BUT

 Some defaults, and therefore potential losses, look to be inevitable particularly given increased unemployment due to Covid

 Updated, highly detailed, loss provisioning model developed alongside our auditors

 Loan-by-loan analysis

 Tailored probability of default analysis for each portfolio

 Probability of default loading doubled for loans with payment holidays

 Scaled-up default weightings as LTVs increase

 Significant house price declines in all scenarios plus additional haircuts and interest shortfalls for higher stress cases

 Minimum of 16.5% for base case

 Up to 68% for some severe stress cases

 Outcome increased our existing provision of £1.45m by approx. £1.1m (approx. 0.5% of NAV)

 We believe the low outcome demonstrates the conservative risk profile of the loan portfolios

Sources: TwentyFour, NAV 30-Jun-2020
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Income Overview – Input Assumptions

Broad Assumptions

 Return to future dividend of 4.5p from September 2020 (payable in October)

 Also pay an interim dividend to replenish March and June reductions

 Continue to fund forward flow commitments (approx. £20m growth per month)

 Buyback up to 14.99% of shares – reducing overall dividend outgoing

 Payment Holidays fall on trend until after October but then become arrears
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Sources: TwentyFour 1-Sep-2020

 60.00

 65.00

 70.00

 75.00

 80.00

 85.00

0

200,000

400,000

600,000

800,000

1,000,000

1,200,000

UKML Income Profile 

Oat Hill No. 1 Cornhill No.6 Malt Hill No.2

Barley Hill No. 1 Cornhill No. 5 Cornhill No. 4

Dividend + OCF Projected Total Return NAV (p)



Valuation 
Methodology



For institutional investors only/not for public viewing or distribution

Amortised Cost vs Fair Value

Amortised Cost

 Typically used to value illiquid and not easily traded debt assets

 No transparent pricing

 Opaque/complex/non-comparable to analyse

 Often acquired at a discount/premium

 Held to maturity

 Widely used by banks and other lenders/originators/sponsors

Fair Value

 Used to value more regularly traded assets (e.g. listed securities)

 Visible/comparable pricing

 More vanilla analysis through industry standard systems (e.g. Bloomberg)

 Assets typically expected and easily able to be traded

 Highly relevant to bond portfolios
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These are the opinions of TwentyFour as at the date of posting, they may change and may not be shared by connected parties.
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How does it work for mortgage portfolios?

Amortised Cost

 The principal repayment profile of the assets will be amortised using appropriate input assumptions

 E.g. a portfolio of 25 year mortgages might have an expected 10 year life after modelling prepayments etc.

 Any purchase premium or discount is amortised to par (less any expected losses) over the expected life

 E.g. a 2% purchase premium over a 10 year expected life would amortise to par at approx. 0.2% per annum

 Any variation experienced will adjust the amortisation profile for future assumptions

Fair Value

 The profile of the assets will be modelled using the same input assumptions

 The “point in time” value of each portfolio will be determined assuming the pool is funded through a full securitisation
structure at current market levels, adjusted for the mark to market value of any hedges (where assets are fixed rate)

 This method takes no account of any current funding costs or term already in place

 All of UKML’s portfolios are term funded via existing securitisations to staggered maturities

 As a result Fair Value is not projected to represent a simple realisable value

18

Source: TwentyFour
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Amortised Cost vs Fair Value

 The fair value of our portfolios is calculated and reported for the overall portfolio in each of the Fund’s semi-annual financial
reports
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Sources: TwentyFour NAVs 30-Jun-2020
*includes an adjustment for the portion of swap hedges included in the amortised cost
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Securitisation Example

21

For illustrative purposes to demonstrate the typical structure and not based on a particular security. 
Sources: TwentyFour 1-Sep-2020
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The Future?

 Strategic review starts here

 All options considered

 We have six high quality, low LTV portfolios

 We have only just started being able to implement the revised investment policy agreed last year

 More appropriate leverage

 To enable a covered dividend

 And regrow the NAV

 Share buybacks to narrow the discount

 Restore investor confidence

 BUT

 We have heard investors

 Liquidity is important

 Consistent, sustainable returns with covered dividends are paramount to our focus
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Sources: TwentyFour
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Contact Details

TwentyFour Asset Management LLP

8th Floor, The Monument Building

11 Monument Street

London, EC3R 8AF

T: +44 (0)20 7015 8900

twentyfouram.com

Rob.Ford@twentyfouram.com 

Douglas.Charleston@twentyfouram.com

Silvia.Piva@twentyfouram.com

Marko.Feiertag@twentyfouram.com

Shilpa.Pathak@twentyfouram.com

Jack.Armitage@twentyfouram.com
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This document has been prepared and approved by TwentyFour Asset Management LLP, a company of the Vontobel Group (“Vontobel”; collectively “we, our”), who are the portfolio manager of the securities described herein, for
information purposes only. This document, its contents and any information provided or discussed in connection with it are strictly private and confidential and may not be reproduced, redistributed, referenced, or passed on, directly or
indirectly, to any other person or published, in whole or in part, for any purpose, without the consent of TwentyFour (provided that you may disclose this document on a confidential basis to your legal, tax, or investment advisers (if any)
for the purpose of obtaining advice). Acceptance of delivery of any part of this document by you constitutes unconditional acceptance of the terms and conditions of this notice. This document is an indicative summary of the securities
described herein and may be amended, superseded or replaced by subsequent summaries. The final terms and conditions of the securities will be set out in full in the applicable offering document(s).

This document shall not constitute an offer or invitation or any solicitation of any offer to sell or to subscribe for or buy any securities described herein or to effect any transactions or to conclude any legal act of any kind whatsoever. 
This document is not intended to be relied upon as the basis for an investment decision, and is not, and should not be assumed to be, complete.  TwentyFour is not acting as advisor or fiduciary. Accordingly, you must independently 
determine, with your own advisors, the appropriateness for you of the securities before investing. You are not entitled to rely on this document and TwentyFour accepts no liability whatsoever for any consequential losses arising from 
the use of this document or reliance on the information contained herein. 

TwentyFour, as manufacturer, have assessed the target market for the securities as being professional clients and eligible counterparties, as such, this document is not intended for distribution to or use by retail clients as defined in 
MiFID II (Directive 2014/65/EU) and that all channels for distribution of the securities to professional clients and eligible counterparties are appropriate. Consequently, this document is only directed to those persons in the UK who are 
within the definition of investment professionals (as defined in Article 19 of the Financial Service & Markets Act 2000 (Financial Promotion) Order 2005). As such this communication is directed only at persons having professional 
experience in matters relating to investments. Any investments to which this document relates will be entered into only with such persons. Any person subsequently offering, selling or recommending the securities (a “distributor”) 
should take into consideration the manufacturer’s target market assessment; however, a distributor subject to MiFID II is responsible for undertaking its own target market assessment in respect of the securities (by either adopting or 
refining the manufacturer’s target market assessment) and determining appropriate distribution channels.

This document has not been submitted to or approved by the securities regulatory authority of any state or jurisdiction. It is directed only at recipients who are institutional clients such as eligible counterparties or professional clients as 
defined by MiFID II or similar regulations in other jurisdictions. No action has been made or will be taken that would permit a public offering of the securities described herein in any jurisdiction in which action for that purpose is 
required. No offers, sales, resales or delivery of any securities managed by TwentyFour or any of its affiliates or distribution of any offering material relating to such securities may be made in or from any jurisdiction except in 
circumstances which will result in compliance with any applicable laws and regulations and which will not impose any obligation on the above. Neither this document nor any copy of it may be distributed in any jurisdiction where its 
distribution may be restricted by law. Persons who receive this document should make themselves aware of and adhere to any such restrictions. 

In addition, the information contained herein is directed exclusively at persons outside the United States who are not U.S. persons (as defined in Regulation S of the Securities Act (“Regulation S”)) or acting for the account or benefit of a
U.S. person in offshore transactions in reliance on Regulation S and in accordance with applicable laws. The securities discussed herein have not been and will not be registered or qualified under the United States Investment Company
Act of 1940, as amended, nor the United States Securities Act of 1933, (the “Act”), as amended, nor with any securities regulatory authority of any State or other jurisdiction of the United States. Consequently, they may not be offered,
sold, transferred or delivered, directly or indirectly in the United States or to any US Person unless the securities are registered under the Act, an exemption from the registration requirements of the Act and any applicable US state
securities laws is available, or the transaction would not be subject to the Act.

Nothing in this document should be construed as legal, tax, regulatory, accounting or investment advice or as a recommendation, or making any representations as to suitability of any investment and/or strategies discussed and any
reference to a specific security, asset classes and financial markets are for the purposes of illustration only and there is no assurance that the manager will make any investments with the same or similar characteristics as any
investments presented. The investments are presented for discussion purposes only and are not a reliable indicator of the performance or investment profile of any composite or client account. Further, the reader should not assume
that any investments identified were or will be profitable or that any investment recommendations or that investment decisions we make in the future will be profitable. Prospective investors are reminded that it is not possible to
invest directly in an index. As the material was prepared without regard to specific objectives, financial situation or needs of any potential investors, they should seek professional guidance before deciding on whether to make an
investment. Investments into shares or other securities should in any event be made solely on the basis of the relevant offering document and after seeking the advice of an independent finance, legal, accounting and tax specialist.

For the purposes of MiFID II, this communication is not in scope for any MiFID II / MiFIR (Regulation (EU) No 600/2014) requirements specifically related to investment research. Furthermore, as non-independent research, it has not
been prepared in accordance with legal requirements designed to promote the independence of investment research, nor are TwentyFour subject to any prohibition on dealing ahead of the dissemination of investment research.

TwentyFour, its affiliates and the individuals associated therewith may (in various capacities) have positions or deal in securities (or related derivatives) identical or similar to those described herein.

Important Information
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To the maximum extent permitted by law, we will not be liable in any way for any loss or damage suffered by you through use or access to this information, or our failure to provide this information. Our liability for negligence, breach
of contract or contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with this information, which cannot be lawfully excluded, is limited, at our option and to the maximum
extent permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to you.

All information contained in this document, particularly any share prices, calculation data and forecasts, are based on the best information available at the date indicated in the document. The information in this document is not
intended to predict actual results and no assurances are given with respect thereto. Neither TwentyFour, nor any other person undertakes to provide the recipient with access to any additional information or update this document or
to correct any inaccuracies therein which may become apparent. Although TwentyFour believe that the information provided in this document is based on reliable sources, it does not guarantee the accuracy or completeness of
information contained in this document which is stated to have been obtained from or is based upon trade and statistical services or other third party sources.

Past performance and forecasted performance (whether via modelling or similar) are not reliable indicators of future performance. Additionally, there can be no assurance that targeted or projected returns will be achieved, that
TwentyFour or the securities discussed will achieve comparable results or that TwentyFour will be able to implement the investment strategy or any securities will achieve the investment objectives. In particular, statements contained
in this document that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of TwentyFour. Such statements involve known and unknown risks, uncertainties and other factors, and
reliance should not be placed thereon. In addition, this document contains "forward-looking statements“. Actual events or results or the actual performance of accounts may differ materially from those reflected or contemplated in
such forward looking statements. Prospective investors are reminded that the actual performance realised will depend on numerous factors and circumstances, some of which will be personal to the investor. No representation is
made as to the reasonableness of the assumptions made within or the accuracy or completeness of any modelling or similar. All opinions and estimates are those of TwentyFour given as of the date thereof and are subject to change,
may have already been acted upon and may not be shared by Vontobel.

Unless otherwise stated, any performance data will be calculated in GBP terms, inclusive of net reinvested income and net of all portfolio expenses but does not take into account any commissions and costs charged when the
investment is issued or redeemed.

Please remember that all investments come with risk. Positive returns, including income, are not guaranteed. Your investment may go down as well as up and you may not get back what you invested. Asset allocation, 
diversification and rebalancing do not ensure a profit or protection against possible losses in declining markets. Commissions, fees and other forms of remuneration may affect the performance negatively. This document does not 
disclose all the risks and other significant issues related to the securities discussed. Investing in fixed income securities comes with risks that can include but are not necessarily limited to credit risk of issuers, default risk, possible 
prepayments, market or economic developments, inflation risk and interest rate risk. The issuer of ABS products may not receive the full amounts owed to them by underlying borrowers, which would affect the performance of related 
securities. Credit and prepayment risks also vary by tranche which may also affect the performance of related securities. Investments in high-yield bonds may be subject to greater market fluctuations and risk of loss of income and 
principal than securities in higher rated categories. Investments in foreign securities involve special risks, including foreign currency risk and the possibility of substantial volatility due to adverse political, economic or other 
developments. Similarly, investments focused in a certain industry may pose additional risks due to lack of diversification, industry volatility, economic turmoil, susceptibility to economic, political or regulatory risks and other sector 
concentration risks. 

This document does not disclose all the risks and other significant issues related to an investment in the securities. Prior to transacting, potential investors should ensure that they fully understand the terms of the securities and any
applicable risks. This document is not a prospectus for any securities described herein. Investors should only subscribe for any securities described herein on the basis of information in the relevant offering documents (which has been
or will be published and may be obtained in English from TwentyFour by visiting its website www.twentyfouram.com), and not on the basis of any information provided herein.

TwentyFour Asset Management LLP is registered in England No. OC335015, and is authorised and regulated in the UK by the Financial Conduct Authority, FRN No. 481888. Registered Office: 8th Floor, The Monument Building, 11 
Monument Street, London, EC3R 8AF. Calls may be recorded for training and monitoring purposes. Copyright TwentyFour Asset Management LLP, 2020 (all rights reserved).
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