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B EXECUTIVE SUMMARY

The logistics real estate sector has undergone a transformation over the past decade, driven by e-commerce expansion,
supply chain reconfiguration, and rising operational sophistication. As a result, occupiers are increasingly favouring modern,
Grade A logistics assets over older, second hand stock. This reflects deep shifts in labour dynamics, automation requirements,
energy demands, and sustainability expectations. Although occupancy and rental growth performance remain healthy across
much of the existing stock base, occupier preferences are increasingly skewing toward modern, high-specification facilities,
creating a widening performance gap with implications for valuations, rental growth, and investment strategy.
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AUTOMATION, ROBOTICS, AND THE NEED FOR
MODERN BUILDINGS

The continued rise of automation and robotics is fundamentally reshaping warehouse design. Technologies such as automated
storage and retrieval systems (AS/RS), sortation systems and autonomous mobile robots (AMRs) require higher clear heights,
stronger floor loadings, and more advanced power and data infrastructure. Older stock often lacks the specification to
support these features without significant capital investment.

This is driving a clear shift in occupier requirements. According to CBRE, 73% of occupiers want Level 2+ automated facilities
(e.g. semi-automated — AS/RS, sortation systems, AMRs), yet only 21% of existing buildings meet this standard.! This gap
reflects a change in occupier demand towards modern logistics facilities and helps explain the preference for modern assets.
Leasing trends reinforce this shift. Over 80% of occupier demand in Europe is now focused on Grade A space.?

1. CBRE. Power of Three European Summit 2026
2. lbid
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WIDENING QUALITY
DIVIDE

Occupiers are increasingly prioritising modern assets in
strong locations with access to labour and power, leading to
widening performance dispersion between newer and older
stock. Analysis of data from the UK points to a clear leasing
advantage for newer logistics assets. Properties built since
2020 show shorter vacancy periods and faster lease-

up relative to much of the older stock, reinforcing the
market’s flight to modern, high-quality space (Exhibit 1).
The relatively short vacancy period for the newest cohort of
buildings is particularly important. It suggests that, despite

a more cautious leasing environment and slower decision-
making among occupiers, well-specified modern space
continues to attract demand. In contrast, older buildings may
still lease eventually, but the longer marketing periods imply
higher income risk, greater holding costs and potentially more
capital expenditure required to reposition assets for today’s
occupier needs. They also tend to secure shorter lease terms,
typically around 11 years, compared with 15 years for assets
built since 2020, resulting in greater cash flow volatility

and potentially weaker valuations.? This reinforces the
widening quality divide in the UK logistics market and
strengthens the investment case for modern, high-quality
logistics assets in supply-constrained locations.

EXHIBIT 1: UK LOGISTICS LEASE-UP DURATION AND VACANCY PERIOD BY YEAR BUILT
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Source: CoStar, June 2026. Note: shows time taken to lease and months vacant for logistics properties in the UK from
January 2020-June 2026.

3. CoStar, July 2026
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Additionally, evidence from the UK shows that net absorption has been concentrated in recently delivered assets, while

older buildings have underperformed (Exhibit 2). Assets developed in the 2020s show significantly higher absorption

rates across both the last three- and five-year periods, indicating that the newest stock is being leased up materially faster
than older cohorts. In contrast, older stock is seeing limited, and in some cases negative net absorption. Buildings from

the 1990s and 2000s show weak or declining occupancy over both timeframes, suggesting structural obsolescence and
growing misalignment with current occupier requirements. While lower absorption in older stock may partly reflect stabilised
occupancy, the negative absorption rates point to active occupier upgrading into newer, higher-specification buildings,
reinforcing a shift in demand rather than a simple lease-up dynamic. Overall, the data underscores a widening quality divide
within the logistics market. Demand is increasingly concentrated in best-in-class, modern-designed buildings, while
older stock faces rising vacancy risk and potential repositioning requirements.

EXHIBIT 2: UK LOGISTICS ABSORPTION RATES BY YEAR BUILT
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Source: CoStar, June 2026. Note: shows absorption rates over the 3 years from Q2 2023 to Q2 2026 and over the 5 years from
Q22021 to Q2 2026.
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B DEVELOPMENT SLOWDOWN AND RENTAL GROWTH

This shift in demand is occurring alongside a meaningful supply side adjustment. Development pipelines across Europe have
contracted sharply, with completions expected to fall well below recent COVID-era peaks. Structural barriers, including
land scarcity, construction cost inflation, planning constraints and power availability, are further reinforcing this slowdown,
particularly in core logistics locations. As a result, new supply is constrained, particularly for large, modern units. Both
completions and space under construction are now roughly 40% below the 2022 peak, and pipelines are looking thin.*
Meanwhile, demand for high quality space remains robust (Exhibit 3).

EXHIBIT 3: EUROPEAN LOGISTICS COMPLETIONS
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Source: CBRE, June 2026

This imbalance has also led to stronger rental growth for modern buildings. UK logistics assets have delivered positive
rental growth across all age cohorts, but the strongest performance is concentrated in the newest stock (Exhibit 4).
Buildings constructed in the 2020s have seen the strongest annualised rent growth over both the last three- and five-year
periods, reflecting occupier demand for modern, energy-efficient, and operationally flexible space. The strong rental growth
across all age cohorts partly reflects the exceptional supply-constrained environment during and immediately after the
pandemic; however, as vacancy has increased, future rental growth is likely to become increasingly differentiated in favour
of modern, high-quality assets. Overall, the data reinforces the case for well-specified, newer logistics assets, which appear
better positioned to capture rental growth in a market where occupiers are prioritising efficiency, quality, and resilience.

EXHIBIT 4: UK LOGISTICS RENT GROWTH BY YEAR BUILT
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Source: CoStar, June 2026. Note: shows annualised rent growth over the 3 years from Q2 2023 to Q2 2026 and over the 5 years from
Q22021 to Q2 2026.

4. CBRE, June 2026
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SUSTAINABILITY REQUIREMENTS, WELI-BEING,
AND LABOUR ATTRACTION

Modern logistics assets are increasingly outperforming older stock as occupier requirements shift toward sustainability,
operational efficiency, and workforce needs. New buildings are designed to meet stringent sustainability standards at a time
when around two thirds of occupiers have active carbon reduction commitments and are prioritising energy efficient, low
carbon facilities.” At the same time, the market faces a structural mismatch: 69% of Europe’s warehouse stock is over 10 years
old and often unable to meet these requirements without significant retrofit investment.® This is translating into demand
patterns, with occupiers becoming increasingly selective and actively trading up into more modern, resilient assets capable
of adapting to growth and change, leaving older stock exposed to rising vacancy and obsolescence risk. Together with
continued labour constraints, driving demand for higher-quality working environments, these factors are reinforcing a clear

and persistent performance gap in favour of newer, Grade A logistics assets.

CONCLUSION

The evidence points to a clear shift in the logistics market, with demand increasingly concentrated in modern, high
specification assets. As occupiers prioritise automation readiness, sustainability, and operational efficiency, modern buildings
are being prioritised, driving a widening and self reinforcing performance gap. At the same time, constrained development
pipelines and structural barriers to new supply are amplifying the scarcity of Grade A stock. For investors, this marks a
compelling and increasingly differentiated opportunity to deliver modern logistics space aligned with evolving occupier needs.

5. JLL. Powering operational excellence. 18 February 2025.
6. Ibid
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Important Disclosures

Affinius Capital® is the brand that applies to it and its advisory subsidiary, Affinius Capital Advisors LLC. The information contained in this report
is being provided to you by Affinius Capital (together with its affiliates, “Affinius”) for information purposes only and is not, and may not, be relied
onin any manner as, legal, tax or investment advice. The information contained herein does not constitute an offer to sell or a solicitation of an
offer to buy an interest in any investment vehicle sponsored by Affinius and any such offer will only be made pursuant to a confidential private
placement memorandum and/or the Partnership’s subscription documents, which will be furnished to qualified investors in connection with such
offering and will be subject to the terms and conditions contained therein. The information in this report is only as current as the date indicated
and may be superseded by subsequent market events or for other reasons. Affinius Capital assumes no obligation to update the information
herein. Investment in a Partnership will involve significant risks, including risk of loss of the entire investment.

This Report may contain forward-looking statements that include statements, express or implied, regarding current expectations, estimates,
projections, opinions and beliefs of Affinius, as well as the assumptions on which those statements are based. Words such as “believes,”
“expects,” “endeavors,” "anticipates,” “intends, estimates,” “projects,” “targets,” “assumes,” “potential,” “should” and “objective,” (or the
negatives thereof) or other variations thereon and comparable terminology identify forward-looking statements. Forward-looking statements

are hypothetical in nature and involve a number of known and unknown assumptions, risks, uncertainties and other factors outside of Affinius’
control, and accordingly, actual events or results may differ materially from those projected. No assurance can be given that any investment will
be able to achieve returns comparable to those projected or targeted. Investors and prospective investors should not place undue reliance on any
forward-looking statements or examples included in this Supplement, and Affinius does not assume any obligation to update any forward-looking
statements contained herein.

plans,

Investments and Market Risk. Investments involve significant risks, including risk of loss of the entire investment. Prospective investors should
consult their own legal, tax and financial advisors as to the consequences of an investment. Leveraged investments may present additional risks
to the investor, including capital structure risk. Dependence on key personnel may result in operational risk. An investment sponsored by Affinius
Capital is intended to be a long-term investment.

Third-Party Data. Certain information contained in this report has been obtained from published and non-published sources. Recipients should
understand that any such information may not have been independently verified. Except where otherwise indicated herein, the information
provided herein is based on matters as they exist as of the date of preparation and not as of any future date and will not be updated or otherwise
revised to reflect information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof.

The opinions and recommendations herein do not take into account the individual circumstances or objectives of any investor and are not intended
as recommendations of particular investments or strategies to particular investors. No determination has been made regarding the suitability of
any investments or strategies for particular investors. Portions of this report may reflect our opinions and beliefs regarding general market activity
and potential impacts of current market conditions. Such opinions and beliefs are subjective, do not represent a complete assessment of the
market and cannot be independently verified.
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