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Investment objective  Performance analysis 

SREF’s performance objective is to outperform its benchmark  
by 0.5% per annum, net of fees, over rolling three year periods, 
although this is not guaranteed over this or any other period. 

Key information 

Fund net asset value £2,262.8 million 

Fund gross asset value  £2,299.5 million 

Cash £197.1 million 

Number of holdings 52 

Number of tenants 698 

Void rate1 6.1% 

Average unexpired lease term to break 9.3 years 

Average unexpired lease term to expiry 10.6 years 

Debt (% NAV) 0.4% 

Net initial yield1 4.2% 

Reversionary yield1 5.6% 

Equivalent yield1 5.2% 

Gross distribution yield2 2.8% 

Investment parameters Compliant 
 

 

 

Performance 
(%) 

3  
months 

12  
months 

3 yrs 
(p.a.) 

5 yrs 
(p.a.) 

10 yrs  
(p.a.) 

SREF3 2.6 4.5 3.1 5.2 7.6 

Benchmark4 2.2 2.5 2.4 4.1 6.4 

 

 

Past performance is not a guide to future performance and may 
not be repeated.  The value of investments and the income from 
them may go down as well as up and investors may not get back 
the amount originally invested. 

Risk factors 

– Property-based pooled vehicles, such as the Fund, invest in 
real property, the value of which is generally a matter of an 
independent valuer’s opinion. 

– The price of shares and the income from them may fluctuate 
upwards or downwards and cannot be guaranteed.  

– It may be difficult to deal in the shares of the Fund or to sell 
them at a reasonable price because the underlying property 
may not be readily saleable, or because valuations may not be 
reliably determined in unusual market circumstances - thus 
creating liquidity risk.  In addition, the payment of 
redemptions may be deferred for a maximum period of 24 
months from the original Dealing Day for Redemption. 

– There is no recognised market for shares in the Fund and, as 
a result, reliable information about the value of shares in the 
Fund or the extent of the risks to which they are exposed may 
not be readily available. 

– A potential conflict with the Manager’s duty to the shareholder 
may arise where an Associate of the Manager invests in shares 
in the Fund. The Manager will, however, ensure that such 
transactions are effected on terms which are not materially 
less favourable to the shareholder than if the potential conflict 
had not existed. 

Performance 
(%) 

Q4 19 
Q4 20 

Q4 18 
Q4 19 

Q4 17 
Q4 18 

Q4 16 
Q4 17 

Q4 15 
Q4 16 

SREF3 -0.4 2.1 7.3 11.1 4.7 

Benchmark4 -1.0 1.6 6.5 10.2 2.8 

 
Source: Schroders, 31 March 2021 
 
1 Includes all directly held properties, joint ventures and indirect funds.  
Includes agreements for lease but excludes land and development. 
 
2 Distributions payable in the twelve months to 31 March 2021 as a 
percentage of the latest net asset value per share (NAV) 
 
3 Performance is calculated on a net asset value (NAV) to NAV price basis 
plus income distributed, compounded monthly, net of fees, gross of tax 
and based on an unrounded NAV per share.   
 
4 MSCI/AREF UK Quarterly All Balanced Property Fund Index Weighted 
Average.  Source: MSCI 
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Executive summary 

Market summary 
The UK is in the early stages of economic recovery, with GDP 
output expected to grow by 5% over 2021 as lockdown measures 
ease and consumer spending rises.  The forecast recovery may 
create mispricing opportunities, as retail valuations are expected 
to lag the economic recovery and there is still little consensus 
about the relative merits of office presence versus working from 
home amongst companies.  Industrials have continued to see 
yield compression as investors compete to overweight the 
market-leading sector.  Polarisation amongst prime and 
secondary assets persists. 

Portfolio activity 
Over the course of Q1, the Fund completed the acquisition of an 
adjoining land ownership at Hartlebury Industrial Estate, and 26 
new lettings, lease renewals and rent reviews were completed 
across the portfolio. 

Performance 
For the quarter to 31 March 2021, SREF produced a total return of 
2.6% compared with the Benchmark of 2.2%. SREF continues to 
outperform over all time periods. SREF remains within the top 
quartile of the Benchmark over both one and five years.  Please 
note that past performance is not a guide to future performance 
and may not be repeated.   
Performance over the quarter was principally derived from capital 
value growth generated across the Fund’s industrial assets and 
active management across the wider portfolio, including several 
leasing and rent review transactions, primarily within the 
industrial and office sectors.  The Fund’s income return has 
remained stable and resilient. 

Recent leasing activity has helped to maintain the Fund’s low void 
rate relative to benchmark, and to create rental growth across the 
portfolio. 

   

 

UK real estate market commentary 

Schroders forecasts that the UK economy will grow by 5% in 2021 
and return to its pre-virus level in the second half of 2022. The 
main driver will be consumer spending as lockdown measures are 
lifted. Consumers have accumulated an extra £150 billion in 
savings, although spending is likely to be tempered by worries 
about job losses once the furlough scheme ends in September. In 
addition, this year should see a recovery in business investment 
and the Chancellor has postponed raising taxes until 2022. The 
rebound in energy and food prices means that inflation is likely to 
accelerate to 2.5% in the next few months, before easing to 1.5% 
next year. Higher unemployment should prevent a wage price 
spiral. Accordingly, while Schroders expects the Bank of England 
to halt its QE programme later this year, we think it will leave base 
rate on hold at 0.1% until the end of 2022. 

Although the phased re-opening of non-essential shops, pubs 
and restaurants is welcome, the non-food retail sector will still be 
under pressure. The shift to on-line retailing during the pandemic 
means that in-store sales will not immediately return to pre-virus 
levels. Even next year, assuming no further lockdowns, in-store 
non-food sales are likely to be around 10% lower than in 2019. At 
the same time, retailer insolvencies and the closure of stores by 
John Lewis, banks and restaurant chains have reduced the 
attractiveness of many retail destinations. 15% of retail units were 
empty at the end of 2020 and vacancy in many less affluent towns 
was over 20%, reflecting fewer independent retailers and the fact 
that house prices and commercial values are too low to make re-
development viable. We expect shop and shopping centre rental 
values to fall by a further 20% over the next three years. Bulky 
goods retail park rental values should be more resilient, thanks to 
lower vacancy and demand for out-of-town units from discount 
retailers (e.g. Aldi, B&M, Home Bargains, Lidl). 

At present there is little consensus about the relative merits of 
being in the office and working from home. While some occupiers 

(e.g. BP, British Airways, HSBC) have decided to cut their office 
space, others (e.g. BT, Goldman Sachs, Google, major law firms) 
have either signed new leases, or re-affirmed their commitment 
to their existing offices. In the short-term we expect demand will 
remain subdued and that office rents will fall by 2-4% in most 
cities in 2021, as more sub-let space comes on to the market. 
However, we think demand is polarising and that rents on 
modern offices in city centres and close to leading universities 
which have good air conditioning, energy efficiency and 
connectivity will recover from 2022 onwards. The key driver will 
be an increase in employment in IT, life sciences, media and 
professional services. The low volume of new office building will 
also be supportive. By contrast, rents on older offices and back 
office space could continue to decline. 

Last year saw record demand for warehouses, driven by the jump 
in on-line sales during the pandemic and, to a lesser extent, 
stockpiling ahead of a possible no-deal Brexit. While the latter will 
now unwind, demand from Amazon, traditional retailers and 
parcels companies has so far stayed strong in 2021. This year 
should see a recovery in demand from manufacturers as the 
economy improves and the government’s announcement of eight 
new freeports could attract more inward investment over the 
long term. We expect industrial rental growth to average 2% p.a. 
over the next three years, with multi-let industrial estates seeing 
faster growth than big distribution sheds, because of more 
constraints on new development. 

Despite the national lockdown, the investment market has 
remained active, although some of the properties which traded in 
the first quarter of 2021 had previously been marketed in 2020. 
The most liquid parts of the market are industrials, prime offices, 
supermarkets and residential. We anticipate that strong investor 
demand will lead to a further fall in industrial yields this year. 
London office yields could also decline, as international investors 
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re-enter the market, partly as a result of the Brexit trade deal and 
greater certainty around Sterling. London office yields are around 
0.75% higher than in Paris, which is unusual and the relatively fast 
rollout of vaccines in the UK suggests the economy will recover 
before the EU. Conversely, most shops and shopping centres are 
illiquid and yields will probably continue to rise until there are 
forced sales which help establish prices. Yields on retail parks 
appear to have reached a ceiling, reflecting their stronger 
occupier fundamentals compared with shopping centres.    

We forecast UK all property total returns of around 5% in 2021. 
Industrial is again likely to be the best performing of the three 
main sectors and retail the weakest. However, next year could see 
office catch up, or even overtake industrial, if office rents start to 
recover and investors become reluctant to continue bidding down 
yields on industrials. We also see good opportunities in certain 
niche types, including self-storage, social supported housing, 
retirement villages and possibly hotels, where we expect to see 
some distressed sales.

Fund commentary 

Transactions and asset management update 

Hartlebury strategic land acquisition 

In February, the Fund completed a strategic land acquisition of an 
adjoining ownership at Hartlebury Trading Estate for £850,000. 
The site is currently vacant, located in the heart of the industrial 
estate, providing an opportunity for the Fund to develop new 
industrial units. Since acquisition, a planning application has been 
submitted for the development of five units, totalling over 27,000 
sq ft, with an estimated rental value of £200,000 per annum. It is 
also anticipated that letting these new units will help set strong 
rental evidence in the future, providing a platform for income 
growth across existing units. The acquisition is in line with SREF’s 
strategy to pursue inherent opportunities within the fund that will 
grow the industrial portfolio and generate strong returns through 
development.  

New lettings 

26 new lettings, lease renewals and rent reviews were completed 
over the course of Q1 across the portfolio, improving SREF’s 
defensive qualities and resulting in a void rate of 6.1% by rental 
value.  

A new agreement for lease was exchanged in March with TGI 
Friday’s at The Meadows Retail Park, who have agreed to take a 
combined unit totalling 8,622 sq ft at the scheme on a 15 year 
lease with index-linked rent reviews. At Hartlebury Trading Estate, 
lettings were agreed with two new tenants on 3 year leases, along 
with two lease renewals with existing tenants at the site, all ahead 
of ERV. Meanwhile at Matrix Park, a 46% increase in rent was 
agreed with JP Film and Television Services Limited at their rent 
review. The Fund continues to see strong occupier demand for 
space at its industrial estates which is helping to drive rents and 
maintain its low void rate. 

 

 

Ruskin Square 

The Fund has successfully completed an agreement to remove a 
historic overage agreement at Ruskin Square in exchange for a 
payment of £19.5m. Whilst the immediate impact is value neutral, 
removing this restriction on title should enable the Fund to 
maximise future development performance. Furthermore, this 
overage would have crystallised at a future trigger date for an 
amount which the Fund anticipated to be in excess of the £19.5m 
paid. The construction of Building 2 continues and marketing is 
now underway on the next prospective commercial building at 
the scheme.  

Occupier engagement and Covid-19 

The Fund’s rent collection for the December Quarter Day totalled 
83% in aggregate, which represents the upper end of a peer 
group collecting between 65%-80% of rents on average, and 
reflects the impact of Covid-19 on occupier revenues. The Fund’s 
rent collection for Q2 2021 (March Quarter Day) currently stands 
at 74% as at 14 April, adjusted for monthly rents.  

SREF is undertaking discussions with all tenants who have 
requested rent concessions.  The Manager’s position is to deal 
with each occupier on a case-by-case basis with negotiations 
ranging to suit individual circumstances from monthly rent 
payments, to rent deferrals, to offering rent free in return for re-
gears or removing break options.   

Liquidity management  

The promotion of an active secondary market in SREF remains an 
important tool to enhance liquidity for investors, and help 
maintain a stable capital base to enable the delivery of asset 
management activities.  Q1 2021 and since period end have seen 
an active secondary market with over £120 million transacting 
and agreed over the year to date.  The management of SREF’s 
liquidity will, at all times, comply with the binding terms included 
in the Fund’s Prospectus and Instrument of Incorporation. 

Strategy

The Fund’s key strategic priorities over 2021 are focussed on 
building income through active management and the selective 
reinvestment of low yielding disposals into higher yielding assets; 
maintaining the defensive profile of the portfolio through a 
robust and well-diversified occupier base and high asset quality; 
and expanding the Fund’s allocations to alternatives and 
industrials. 

The Fund will also seek to bring forward industrial development 
opportunities across its existing portfolio to address SREF’s 

underweight position to industrials following the sale of Electra 
Business Park.   

We believe segments of the alternatives sector present 
opportunities for value creation, including the self-storage 
market where income is backed by the structural urbanisation 
trend, and hotels where the impacts of Covid-19 have given rise 
to mispricing opportunities.  The Fund is well-positioned with 
capacity to invest in the portfolio. 
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The Fund continues to maintain an underweight position to retail 
given Covid-19 has accelerated some of the structural headwinds 
facing the sector with the sharp jump in e-commerce as a 
proportion of overall market share.  Given the polarisation 

emerging in office markets, SREF will continue to focus on asset 
quality with occupier exposure concentrated in growing sectors 
such as technology and life sciences.

 

Forthcoming fee changes 

On 12 March 2021, SREF announced changes to the management 
fee structure, due to take effect at the end of Q2 2021. 
 
SREF’s fee structure is currently a universal rate of 0.70% per 
annum on Net Asset Value (“NAV”). 

From June 2021, the Fund will adopt a tiered fee structure to offer 
incremental fee discounts on the NAV of an investor’s investment 
in the Fund in accordance with the tiers stipulated below. 
Investors’ overall fee rate will therefore reflect the weighted 
average of charges based on the amount of capital in each tier. 

 

NAV of investment in SREF Annual Management Charge 
%  

On the first £50mn 0.70% 

On amounts greater than 
£50mn up to 75mn 

0.55% 

On amounts greater than 
£75mn up to 125mn 

0.45% 

On amounts greater than 
£125mn 

0.40% 

On amounts  greater than 
£1,000mn 

a further -0.05% discount to 
the overall fee rate under the 
other tiers 

For the purposes of applying this tiered fee structure, and in the 
Manager’s discretion, investor accounts which are managed on a 
discretionary basis by the same manager or equivalent decision-
making entity shall be aggregated.  This might include, for 
example, discretionary multi-manager or fiduciary management 
mandates, or Local Government Pension Scheme Pools with a 
shared collective strategy, where the relevant discretionary 
management arrangements satisfy the Manager for such 
aggregation purposes.  The aggregation of advisory (i.e., non-
discretionary) client mandates will not be permitted to better 
ensure fair treatment of all our investors. 

We will provide further detail on operational procedures to 
investors in Q2 as they are finalised.  We will also be advising 
investors to confirm bank mandate and discretionary agent 
details to enable the correct calculation of fee rates. 
 
Schroders is currently processing the required changes to SREF’s 
Prospectus and Feeder Prospectus to reflect the new fees with the 
Fund’s appointed legal counsel, Eversheds Sutherland.  We will 
issue the updated documents to all investors once they are 
available and ready for distribution. 
 

 

 

 

Hartlebury Trading Estate, Worcester 

 

Building 2, Ruskin Square, Croydon 
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Portfolio analysis 

Segment 
Absolute segment positions, %  Relative segment positions, %* 

SREF Benchmark  Underweight  Overweight 

Offices – Central London 11.2 12.1    

Offices – South East 29.1 10.2    

Offices – Rest of UK 4.9 5.6    

Industrial – South East 18.1 22.7    

Industrial – Rest of UK 5.3 11.8    

Standard retail – South East 4.3 5.2    

Standard retail – Rest of UK 1.9 2.4    

Shopping centres 0.5 1.2    

Retail warehouses 4.8 10.5    

Other 11.4 10.7    

Cash 8.6 7.7    

 

Top Ten Holdings Sector % of NAV 

Building 1, Ruskin Square, Croydon   Offices  7.5% 

Wenlock Works, Shepherdess Walk, London, N1  Offices 6.6% 

Matrix, Park Royal, London, NW10 Industrial 5.3% 

Acorn Industrial Estate, Crayford  Industrial 4.9% 

Bracknell Town Centre Retail and Office 4.9% 

One Lyric, Hammersmith, London, W6 Offices 4.5% 

City Tower, Manchester Mixed Use 3.5% 

Hartlebury Trading Estate, Worcs Industrial 3.4% 

Kensington Village, London W14 Offices 2.9% 

Building 2, Ruskin Square, Croydon Offices 2.8% 
The sectors, securities, regions and countries shown above are for illustrative purposes only and are not to be considered a recommendation to buy or 
sell. 

Lot size bands, by GPV** 
 

Tenant profile, % contracted rent 

 

 

 
Source: Schroders, 31 March 2021, figures subject to rounding.*Positions relative to AREF MSCI UK Quarterly Property Fund Index – All Balanced 
Property Fund Index Weighted Average. Absolute deviation vs. benchmark is 41.0%. **GPV: gross property value. ***look through analysis. The 
sectors, securities, regions and countries shown above are for illustrative purposes only and are not to be considered a recommendation to buy or 
sell. 
 
 

0-5m 0% 5-10m 3.4%
10-25m 8.5% 25-50m 27.8%
50-100m 24.4% 100-150m 28%
150-200m 7.8%

9.4%  The Secretary of State 5%  The Office Group
4%  Checkout Ltd 3.7%  Arrival
3.5%  Tata Steel 2.7%  Lloyds TSB Bank
2.4%  Marketing VF Ltd 2.3%  Queen Mary University
2.1%  Care UK 2%  University of Law
62.8%  688 other tenants***

-0.9%

18.9%

-0.7%

-4.6%

-6.5%

-0.9%

-0.5%

-0.7%

-5.7%

0.7%

0.9%
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Shareholder information 

Minimum investment £100,000 

Total expense ratio 
(TER)5 0.80% 

Annual management 
charge (AMC) 0.70% per annum 

Frequency of pricing Monthly 

Valuation point 
8am on the first business day 

of each calendar month 

Distribution frequency 
Monthly paid last  

business day 

Distribution yield  
(% NAV)6 2.8% 

Shareholder dealing 

Subscriptions Monthly  

Redemptions 
Quarterly, subject to 3 months’ 

notice at quarter end 

Dealing cut off 
12 noon on the last Business Day 

of the calendar month 

Secondary market 
dealing 

Please phone Freya Petty 
on +44 (0)207 658 7904 

Number of shares  
in issue 48,419,187 

NAV per share £46.73 

Offer price per share £48.50 

Bid price per share £46.07 

Pricing methodology Dual priced 

Offer spread7 NAV +3.8% 

Bid spread7 NAV -1.4% 

Number of new shares 
issued – Q1 2021 68,505 

Number of shares 
redeemed – Q1 2021 0 

Number of shares 
matched – Q1 2021 2,009,280 

 
5Calculated in accordance with industry standard Association of Real 
Estate Fund guidelines which include fees charged by the Investment 
Manager, Property Adviser, Depositary, Registrar, Auditor, Legal Adviser 
and Valuation Agent. 
6Calculated gross of tax, net of fees and expenses. Distributions are paid 
monthly on the last business day of each calendar month. Yield 
presented is annualised backwards-looking distribution yield. 
7Offer and bid spreads are reviewed monthly and are subject to change. 
Source: Schroders, 31 March 2021. 

Related party holdings 

Related party Shareholding 

The Schroder Indirect Real Estate Fund 282,545 shares 

Fund literature 

Sustainable 
Investment 

https://www.schroders.com/en/uk/reale
state/products--services/sustainability/ 

SREF Prospectus http://www.schroders.com/sref 

Audited Annual 
Report and 
Accounts 

http://www.schroders.com/sref 

Dealing forms http://www.schroders.com/sref 

Investment parameters 

Legal limits 
PAIF 

Limit (%)  
Current 

status (%) 

Minimum % of assets (NAV) 
forming Property Investment 
Business 

60% 100% 

Minimum % of income from  
Property Investment Business 60% 100% 

Aggregate exposure to 

indirect investment 
40% 0.2% 

Investment in a single asset 15% 7.5% 

Commitment to development* 20% 3.9% 

Borrowing* 25% 0.4% 

Shorter/medium term leaseholds  
(< 50 years)* 20% 0.0% 

Speculative development 15% 0.6% 

*(on/off balance sheet). 

Fund codes 

 ISIN SEDOL 

Schroder UK Real 
Estate Fund (gross) GB00B8215Z66 B8215Z6 

Schroder UK Real 
Estate Fund (net) GB00B8FPXR30 B8FPXR3 

Schroder UK Real 
Estate Fund Feeder 
Trust 

GB00B8206385 B820638 
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Further information 

Freya Petty 
Manager, Real Esate Capital 
For general enquires and placing trades 
Phone: +44 (0)207 658 7904 
freya.petty@schroders.com 
www.schroders.com/realestate 
For your security, communications may be taped or monitored. 
 

Northern Trust 
Registrar 
For all fund servicing queries 
Phone: +44 (0)333 3000 364 
schrodersenquiries@ntrs.com 

 
 

  
 

 
 
 

Important information 

For professional clients only.  
Past performance is not a guide to future performance and may not be repeated.   
The value of investments and the income from them may go down as well as up and investors may not get back the amount 
originally invested. 
The Schroder UK Real Estate Fund is authorised by the Financial Conduct Authority (the “FCA”) as a Qualified Investor Scheme (“QIS”). Only 
investors to whom a QIS can be promoted, as specified in COBS 4.12.4R of the FCA’s Handbook, may invest in Schroder UK Real Estate Fund. A 
QIS may not be promoted to a member of the general public. Investors and potential investors should be aware that past performance is not 
a guide to future returns. No warranty is given, in whole or in part, regarding the performance of the Fund and there is no guarantee that the 
investment objectives of the Fund will be achieved. 
This information is not an offer, solicitation or recommendation to buy or sell any financial instrument or to adopt any investment strategy. 
Information herein is believed to be reliable but we do not warrant its completeness or accuracy.  Any data has been sourced by us and is 
provided without any warranties of any kind.  It should be independently verified before further publication or use.  Third party data is owned 
or licenced by the data provider and may not be reproduced, extracted or used for any other purpose without the data provider’s consent.  
Neither we, nor the data provider, will have any liability in connection with the third party data. 
MSCI data and indices: © and database right MSCI and its Licensors 2021. All rights reserved. MSCI has no liability to any person for any 
losses, damages, costs or expenses suffered as a result of any use of or reliance on any of the information which may be attributed to it.   
The material is not intended to provide, and should not be relied on for accounting, legal or tax advice.  Reliance should not be placed on any 
views or information in the material when taking individual investment and/or strategic decisions.  No responsibility can be accepted for error 
of fact or opinion. Any references to securities, sectors, regions and/or countries are for illustrative purposes only.  Any investment in the 
Fund must be based solely on the prospectus, or any other document issued from time to time by the Manager of the Fund in accordance 
with applicable laws.  Schroders has expressed its own views and opinions in this document and these may change. 

Risk factors 

– Property-based pooled vehicles, such as the Fund, invest in real property, the value of which is generally a matter of a valuer’s opinion. 

– The price of shares and the income from them may fluctuate upwards or downwards and cannot be guaranteed. 

– It may be difficult to deal in the shares of the Fund or to sell them at a reasonable price because the underlying property may not be 
readily saleable, thus creating liquidity risk. 

– There is no recognised market for shares in the Fund and, as a result, reliable information about the value of shares in the Fund or the 
extent of the risks to which they are exposed may not be readily available 

– A potential conflict with the Manager’s duty to the shareholder may arise where an Associate of the Manager invests in shares in the 
Fund. The Manager will, however, ensure that such transactions are effected on terms which are not materially less favourable to the 
shareholder than if the potential conflict had not existed. 

The forecasts included should not be relied upon, are not guaranteed and are provided only as at the date of issue. Our forecasts are based 
on our own assumptions which may change. We accept no responsibility for any errors of fact or opinion and assume no obligation to provide 
you with any changes to our assumptions or forecasts. Forecasts and assumptions may be affected by external economic or other factors. 
The Company is generally exempt from UK tax on capital gains realised on the disposal of its investments (including interest paying securities 
and derivatives). Overseas investors, depending on their tax status, may be liable to capital gains tax (or corporation tax) upon disposal of 
their holding. Investors who qualify as exempt (including overseas qualifying pension funds, charities and sovereign wealth funds) will benefit 
from full exemption. Schroders does not provide tax advice and investors should seek advice from professional advisers. 
Schroders will be a data controller in respect of your personal data. For information on how Schroders might process your personal data, 
please view our Privacy Policy available at www.schroders.com/en/privacy-policy or on request should you not have access to this webpage. 
Issued by Schroder Unit Trusts Limited, 1 London Wall Place, London EC2Y 5AU. Registration No. 4191730 England. Authorised and regulated 
by the Financial Conduct Authority. UP000303 
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