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Baltic Horizon Fund (the "Fund" or_ t.he
closed-end contractual investment fund registered in Estonia
on 23 May 2016. Northern Horizon Capital AS is the j %\

Management Gompany (AIFM) of the Fund. Both the Fund and
the Management Company are supervised by the Estonian
Financial Supervision and Resolution Authority.

The Fund is a public fund with no particular lifetime (evergreen).
Units of the Fund are made available to he public in
accordance with the Fund Rules and applicable laws. The Fund
is currently dualtlisted on the Fund List of the Nasdaqg Tallinn
Stock Exchange and the Nasdag Stockholm Alternative
Investment Funds market.

Baltic Horizon Fund was merged with Bailt Opportunity Fund
(0BOFG) on 30 June 2016. Bal t'i
entity which took over 5 assets of BOF and its investor base.
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KEYHGURES

Portfolio highlights

Offices Central retail

High-quality office portfolio Shopping centres inthe middle of Neighbourhood grocery stores Cinema ina central Tallinn
comprising of single and multi Old town or central business with strong grocery chains as location adjacent to PostimajaSC
tenant buildings across Baltic districts of Baltic capitalcities. anchor tenants building owned by the Fund.
capital cities.
Portfolio value Occupancy rate WAULT Net rental income
EUR327.4m 92.1% 3.3yr EUR 17.6h
2020: EUR 340.0m 2020: 94.3% 2020:3.5yr 2020:EUR 19.9m

Financial highlights

IFRS NAV EPRA NRV Dividends per unit GNCF per unit
EUR132.6n EUR142.2n EUR 0.058 EURO0.073
2020: EURL36.3m 2020: EUR146.2m 2020: EURD.067 2020:EUR 0.100

Loan to value Average cost of debt
60.5% 60.7% 260 2.6% 2:7%
57.3% 57.3% 2.4% e
48.8% 1.8% 1.7%
2016 2017 2018 2019 2020 2021 2016 2017 2018 2019 2020 2021
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Key earnings figures Unit 2021 2020 Change (%)

Rental income EUR ¢ 19,495 21,697 (10.%)

Net rental income EUR ¢ 17,004 19,934 (14.70)

Net rental income margin % 87.2 919 -

Valuation losses on investment properties EUR ¢ (7,161) (25,245) (71.6%)

EBIT EUR ¢ 7,347 (8,025) 191.66

EBIT margis % 37.7 (37.0)

Net profit (loss) EUR ¢ 1,413 (13,541) 110.46

Net profit (loss) margin % 7.2 (62.4) -

Earnings per unit EUR 0.01 (0.12) 108.3%

Generated net cash flow EUR ¢ 8,749 11409 (233%)

Dividends per unitt EUR/unit 0.058 0.067 (13.4%)

Generated net cash flow per unit EUR/unit 0.073 0.100 (27.00)

Gross rolling dividend yield % 5.4 5.8 -

Key financial position figures Unit 31122021  31.12.2@0 Change (%)

Total assets EUR ¢ 346,338 355,602 (2.6%)

Return on assets % 0.4 3.7 -

Total equity EUR ¢ 132,584 136,321 (2.70)

Equity ratio % 38.3 38.3 -

Return on equity % 11 (9.4) -

Interest-bearing loans and borrowings EUR ¢ 199,147 205,892 (3.3%)

Total liabilities EUR ¢ 213,754 219,281 (2.5%)

LTV % 60.7 60.5 -

Average cost of debt % 2.7 2.6 -

Weighted average duration of debt years 15 2.1 -

Current ratio times 04 11 -

Quick ratio times 0.4 1.0 -

Cash ratio times 03 0.9 -

IFRS NAV per unit EUR 11082 1.1395 (2.7%)

Key property portfolio figures Unit 31122021 31.12.2020 Change (%)

Fair value of portfolio EUR ¢ 327,359 339,992 (3.7%)
Properties’ number 15 16 (6.3%)
Net leasable area sg. m 144081 153,345 (6.0%)
Occupancy rate % 92.1 94.3 -

Direct property yield % 5.0 5.8 -

Net initial yield % 5.2 5.7 -

Average rent during the period EUR/sg. m 11.3 121 (6.6%)
Weighted average unexpired lease term teexpiry? years 33 35 (5.7%)

Weighted average unexpired lease term to first break years 2.2 25 (12.0%)
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Key unit figures Unit 31122021 31.12.220 Change (%)
Number of units outstanding units 119,635,428 119,635,429 -
Closing unit price EUR 1.0690 1.1550 (7.24%)
Closing unit price SEK 10.87 11.65 (6.7%0)
Market capitalisation'© EUR 127,519,74¢ 138,357,617 (7.8%)
Key EPRA figures Unit 2021 2020 Change (%)
EPRA Earnings EUR ¢ 8,867 11,517 (23.0%0)
EPRA Earnings per unit EUR 0.07 0.10 (30.0%%)
EPRA Cost ratio (including direct vacancy costs) % 27.5 21.6 -
EPRA Cost ratio (excluding direct vacancy costs) % 24.0 19.7 -
Key EPRA figures Unit 31122021 31.12.2@0 Change (%)
EPRA NRV (Net Reinstatement Value) EUR ¢ 142,176 146,180 (2.™%0)
EPRA NRV per unit EUR 1.1884 1.2219 (2.7%0)
EPRA NTA (Net Tangible Assets) EUR ¢ 142,176 146,180 (2.™%0)
EPRA NTA per unit EUR 1.1884 1.2219 (2.™%0)
EPRA NDV (Net Disposal Value) EUR ¢ 132,622 136,798 (3.20)
EPRA NDV peunit EUR 1.1086 1.1435 (3.20)
EPRA Net initial yield (NIY) % 6.1 6.8 -
EPRA Toppedup NIY % 6.2 6.8 -
EPRA Vacancy rate % 6.7 7.1 -

1. Netrental income as a % of rental income.

EBIT (earnings before interest and taxes) as a % of rental income.

3. Generated net cash flow is calculated based on net rental income less administrative expenses, less external interest exgense
less CAPEX expenditure. Listing related expenses and acquisition related expenses are added back in GNCF calculation.

4. Distributions to unitholders for 2020/2021 Fund results.

5. Generated net cash flow per weighted average numbers of units during the period.

6. Gross dividend yield is based on the closing market price of the unit as at the end of theeriod (2021: closing market price of
the unit as of 31 December2021).

7. Properties includes 4 established cash flow properties and Meraki development project.

8. Weighted average unexpired lease term to expiry is based on the number of years of unexpired leaggms, as from the reporting
date, weighted by the total annual income of each contract.

9. Weighted average unexpired lease term to first break is based on the number of years of unexpired lease terms until first ke
option date, as from the reporting date, weighted by the total annual income of each contract.

10. Based on the closing prices and split between units on the Nasdaq Tallinn and the Nasdaq Stockholm Stock Exchanges.

n
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Tallinn EUR100 million

Riga

‘ Vilnius @ EUR 50 million

-

Portfolio value (EUR million)

143 132
Rl

29 52

91 93
58 57 86 71

2016 2017 2018 2019 2020 2021
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Investment strategy

The Fundos pri mary focus
commercial real estate located in Estonia, Latvia and
Lithuania with a particular focus on the capitals Tallinn,
Riga and Vilnius.

TheFundds focus i s on establ
properties with potential to add value through active
management within the retail, office, leisure and logistics
segments in strategic locations and strong tenants or a
quality tenant mix and long leases Up to 20% of the
Funddés assets may be all oca
opportunistic nature such as forward funding
development projects and undeveloped land purchases.

The Fund aims to use a 5% long-term leverage strategy.
At no pointintime maythe Fundds | ever ag:

The Fund aims to grow through making attractive
investments for its investors while diversifying its risks
geographically, across real estate segments, tenants and
debt providers.

14 1

Properties Development
project

Ten largest properties

1. Galerija Centrs 20.0%
2. Europa SC 11.2%
3. Postimaja 9.1%
4. Upmalas Biroji BC 6.7%
5. North Star 6.1%
6. Duetto I 6.0%
7. Vainodes 5.5%
8. Duetto | 5.3%
9. Lincona 5.2%
10. LNK Centre 5.1%
11. Others 198%
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Q1 2021

Q2 2021

Quarterly cash distribution
On 23 February 2021, the Fund distributed EUR 1.32
million to investors (EUR 0.011 per unit).

S&P affirms credit rating

On 12 April 2021, S&P Global Ratings affirmed Baltic
Hori zon F u n d-maokdt M&Birg denpitel the
pandemic. The indicative corresponding rating for
OMM36 on the gl obal rating
report of the S&P Global Ratings analysis can be found
on the S&P Global Ratings website.

Solar panels installed in Domus PRO

At the end of Q1 2021the Fund installed a solar power
plant in the Domus PRO complex. The Fund emphasizes
the projectds i mpoditisserpeceed f o
that the solar power plant will nurture the environment
and reduce the climate impact of operations.

Quarterly cash distribution
On 18 May 2021, the Fund distributed EUR 1.32 million to
investors (EUR 0.011 per unit).

Oversubscribed bond issue of BH Meraki UAB

On 12 May 2021, BH Meraki UAB completed an
oversubscribed private placement of 18 motihs secured
bonds of EUR 4.0 million. The bonds bear a fixedate
dUpch! & 5o payBlke” SemiBnBudily. hveLorsf U
subscribed bonds for a total of EUR 11.15 million which
means that the issue volume was oversubscribed 2.78
times. The net proceeds from the $suance of the bonds

will be used for financing the construction of the Meraki
office building. The bonds are issued in tranches to

match the financing and investment cash flows for the
brojéctt st ai nabi I ity

Annual General Meeting

Annual General Meeting of Baltic Hodon Fund investors
took place on 1 June 2021 in Tallinn, Estonia. Fund
Manager Tarmo Karotam presented the FY2020 audited
annual report of Baltic Horizon Fund.
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Q3 2021
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Q4 2021

Quarterly cash distribution
On 16 August 2021, the Fund distributed EUR 1.32 million
to investors (EUR 0.011 per unit).

Baltic Horizon wins EPRA Gold award

Baltic Horizon Fund received a prestigious award at the
European Public Real Estate Association (EPRA) virtual
annual conference 2021 for the second year in a row. The
Fundscored a 0Gold Awardod
Best Practices Recommendations (BPRP widely
accepted industry standards for the highest level of
transparency, comparability and compliance in financial
reporting. EPRA assessed the financial statements @11
European listed real estate entities as part of its annual
award process.

Extension of bank loans

On 19 July 2021, the Fund extended a EUR 2.1 million bank
loan to finance Sky SC. According to the agreement, the
maturity date of the loan is 31 Januarp022.

Property management

On 1 September 2021, CBRE Baltics and Censeo became

the partners of Baltic Horizon Fund and provié property
management, leasing and accounting services for the
entire portfolio of the Fund. Censeo provides services to
the Lithuanian business centres Duetto and North Star,
as well as to theDomus PROshopping centre and office
complex. CBRE Baltics provideservices to the remaining
portfolio.

fo

Quarterly cash distribution
On 16 November 2021, the Fund distributed EUR.03
million to investors (EUR 0.(lper unit).

G4SHeadquarters office building disposal

On 8 November 2021, Baltic Horizon Fund signed a real
right agreement with HITS
land plot located at Paldiski mnt 80, Tallinn together with
the G48Headquartergofficde building. The dalBsRprice was
EUR 15.35 million (excluding Wae added tax) matching
approximately the latest valuation. The IRR for the
holding period of more than 5 years was around 11.2%,
while equity multiple was 1.7The decision to disposeof
the asset was made to avoid high releasing risk and
potential capital expenditure of bringing the asset toa
high energy efficiency standard. The proceeds of the
transaction will be used for new and more energy
efficient investments for the Fun d 8 s
Baltics.

Baltic Horizon Fund Meraki SPV bonds

On 15 November 2021 bonds issued by BH Meraki UAB
were admitted to the Nasdaq Baltic First North Market by
Nasdaq Vilnius. The size of the bond issue is EUR 4
million. The bonds have a nominal value of EUR 100 and
an annual interest rate of 5% with interest pal semi
annually.

Six buildings receive d BREEAM certification

Baltic Horizon aimed to certify all currently operational
office assets by the end of 2021 usinghe BREEAM In
Use environmental assessment methoduring 2021, the
Fund®&s N dDomub PRESG UpmalasBiroji BG
LNKCentre and Vainodes| properties were awarded the
BREEAM IflUs e o0Very
the BREEAM IfUs e 0 @ovimodniental certification.
All office properties are now BREEAM certified.

portfol
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LETTER TO UNITHOLDERS

The recent history has posed a notable challenge for all
of us to deal with the uncertainty in the surrounding
environment. For the past two years, the COVID virus has
strongly affected travel and centrally located commercial
properties d hotels, retail centres and somewhat office$
as people have been forced out of city centres to
commute and socialize less and work, shop and entertain
themselves from homes. Many people have had to
struggle with the restrictions and lockdowns limiting
their yearned access to museums, restaurantgheatres
and shops for a long period of time. It is now, however,
time to visit shops, cinemas and restaurants again as
restrictions are finally in the past in the Baltics as well.

There are many parallels to be dawn to the 1918 Spanish
flu where after four waves of the virus and two years in,
it evolved to become an ordinary seasonal flu. This can
also be expected from today onwards whereas
lockdowns triggered by previous uncertainty should not
be occurring anymore. This experience has strengthened
people and societies, making them more prepared to
deal with the unexpected.The Baltics are small and open
economies and businesses have hadufficient time to
successfully adjust to the new environment. In this new

9

environment, flexible working and experiencedriven
omnichannel shopping are here to stay and will be part
of our future.

Recovery from lockdowns

I n 2021, the Fundds most
Centrs and Europa, where due to the halfyear
lockdowns and subsequent discounts, about 6070% of
the NOI was lost compared to 2019. That being saidhe
remainder of the portfolio performed well and the Fund
finished with a NOI of EURL7.0 million for 2021, still a 15%
decrease compared to 2020. As for distributable income
for the investors, the Fund generated cash flow of 73
cents per unit of which 58 cents was distributed for the
yearin quarterly instalments to investors. | am content to
state that regardless of the lockdowns, the Fund has
been among the highest dividendpayerson the Nasdaq
Baltic Stock ExchangeMoreover, at least half of the
F u n tbéi iscome is expected to berecovered in 2022.

af f
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| am also pleased to state that during the closures,
architects together with the asset management teams
have beenmeticulously working on the new concepts of
all three of our key assets: Europa, Galerija Centrs and
Postimaja/CC Plaza. After more than a year of hard work
in the uncertain environment which has beenaffecting
tenants and construction companieswe are thrilled to
see the first results of the Europa SC reconstruction
project with new tenants coming to the shopping centre.
The opening of the Dialogai Food Hall and other
renovated areas have created a great value proposition
for office workers in Vilnius BD. At the same time,
preparations to open the finished Meraki first office
tower in Q2 2022 are underway with increasing efforts to
create a mix of flexible spaces suitable for small and large
tenants. Other concept upgrades (Galerija Centrs),
expansions (CC Plaza and Postimaja) and potential
acquisitions will requirefull commitment from the team
and partners but should ultimately allow the Fund to
maximise the value and synergies of its portfolio.

War in Ukraine

At the time of writing this statement, a fullfledged war
has broken out in Ukraine adding a much different level
of uncertainty to the environment for the upcoming
periods. What seems to be clear today is that Russia will
be cut out from Europe for a longer period and NATO
stands strong to defend its allies and everynch of their
territories. At the same time, the exodus of Ukrainian war
refugees is taking place in millions and hundreds of
thousands of Ukrainians are estimated to become
assimilated into the Baltic societies for an unknown

10
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period of time. Despitethe fact that the Baltics have very

limited direct economic relations with Russia, the crisis is
l'i kely to impact
being able to meet their energy demandwithout Russia,

will be using more expensive alternatives. The
construction sector isalso likely to be affected as many

construction materials whichused to come from Russia

and Belarus now need to be imported from elsewhere, at
least until the current level of the conflict remains.

Therefore, the Baltics will very likely see double digit
inflation in the periods ahead. On the other hand, real

estate values have proven to withstand inflation in the
past, especially over medium to long term.

As of today, the war hashad no real impactont h e
portfolio as we continue signing new leases in our
shopping centres, prolonging the office leases, indexing
the rents and rolling over debt. On behalf of the
management board of Baltic Horizon and our entire
team, | can confirm that we are working hard to adipt to
the changed environment and regardless of the
extraordinary uncertainties, strive for the best possible
results in our portfolio.

Tarmo Karotam
Fund Manager, Baltic Horizon Fund
18 March 2022

ehe Baltigsywhile a r 1

Func
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COVID-19 UPDATE

COVID-196 update and our response

At the beginning of 2020, a new coronavirus (COVIEL9)
started spreading all over the world, which has had a
strong impact on businesses and economies, including in
the Baltics. The virus outbreak has caused significant
shifts in the
had a negative
in 2020 and 2021.

overal l

At the end of 2020, the Baltic countries entered the
second round of lockdowns and heavy government
restrictions for residents and businesses to fight the
spread of the COVID-19 virus. Shopping centres were
forced to close for a limited period except for essential
retail shops (groceries, pharmacies).

In summer 2021, all three Baltics countries eased COVID
19 restrictions as new virus cases dropped anthe
situation stabilised.However, COVID 19 casesn all three
countries started to spike in late 2021 and early 2022
once the omicron variant became the dominant COVID
variant. As a result of spiking cased,.atvian government
decided to reimpose the lockdownfor a period from 21
October to 15 November.Other Baltic countriesalsotook
restrictive actions, but without full lockdowns. Whilehe
omicron variant led to a drastically increased number of
COVID 19 cases, hospitalization and death rates did not
follow the same drastic trend due tothe lower disease
severity ofthe omicron variant. At the date of this report,
Lithuania has already started lifting restrictions related to
COVID 19 with other countries expected to follow.

B H Fdperating results of 2021continued to be affected
by the pandemic through the support measures for
weakened retail tenants, especially duringthe latest
Latvian lockdown in November. It is expected thabroad
diversification of the portfolio should allow the Fund to
limit the COVID-19 impacts and maintain healthy
consolidated operational performance throughout the
next year asthe central retail sector is set to recoverThe
Funddés operational perfor ma
every time heavy restrictions were lifted in all Baltic
countries.

Northern Horizon Capital AS, the Management
Company of the Fund, has taken assertive action to
manage the risks arising from the pandemic and to
protect the long-term value for the investors. The
Management Company is focusing on optimizing

11
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operating costs and maintaining active communication
with the tenants to ensure longterm rent collection.

The Fund has opted totemporarily retain approx. EUR6.1
million of distributable cash flow from the results to

F wnmmerti, svhich pas r a tstrengthen éhe financial position. Themanagement team
i mp a avill continue tolactivelly manitbiGtle eqoreomi€ impachafn ¢ €
the pandemic and reassess future distribution levels

depending on the upcoming operating results. The
reserve is expected to be distributed in future periods.

The list below represats measures that are also in place
to further mitigate the risks and protect the long-term
interests of Baltic Horizon Fund and its investors.

Action taken by management

We actively communicate with our tenants and
property managers who on aregular basis inform
us of the measures they are taking to ensure theil
business continuity. We have agreed on regulai
updates on tenantso6 pe
in relation to COVID-19.

There is a sufficient liquidity buffer in the form of
the cash kalance to meet financial obligations in
case of the worstcase scenarios in 202.

We are continuously performing stress testing of
debt covenants to be able to take any necessary
measures in due time.

The Management Company has initiated
additional measues to protect the key staff of the
Fund and ensure continuity: all employees are
working remotely, all business travel is suspendec
and the succession plan has been reviewed ani
updated.

We are fulfilling all safety and health requirements
to ensure seare shopping experience and work

for office clients.

%s a rﬁ:‘s&JIg of sfe%s rtake(r; Eo reverntethce gp\yegdrme
COVID19, Baltic H%rizon‘ Europa shopping
centre in Vilnius and Galerija Centrs in Rigi
recei ved SAFE Retail D

from the COVID 19 shopping centre certification

program.

nec

d



B ANNUAL REPORT 2021

COVID-19- economic impact

The spread of COVID19 had a majorinitial impact on the
global economy and in 2020 Europe witnessed sharp
fluctuations in GDP movements.Yet in 2021, the EU
economies mostly recovered The Baltic economies hae
been frontrunners in COVID19 resilience and recovery
rates with only a small initialGDP drop and tremendous
growth in 2021 compared to other EU countries.

During Q3 2021t h e GDPGrew by 2.2%. Meanwhile,
according to the preliminary flash estimate byEurostat,
in Q4 2021 seasonally adjusteDPincreased by 0.4% in
the EU, comparedwith the previous quarter. Among the
Baltic statesin Q3 2021Estori a 6 s gr&Dte most
(+0.7% compared with Q2), with Latvia falling behind
only slightly (+0.6%) |, wher eas
was negligibleAccor di ng to
GDP grew by 0.5%n Q4,Est oni a0 s
Q4,whil e Latviads
Baltic countries have been outperforming most of other
EU countries in terms of GDP growth fora whole year
now.

It is expected that the Baltic economies will continue to
be one of the fastest growing economies in the EU after
the pandemic. The rapid bounce back of the economy
and retail spending during postlockdown periods
demonstrates that economies canrecover quickly from
economic downturns caused by the pandemic.

Lithuant add oDR ugmowteh s
pr el i mi nmanagemend teaan,reviewed dach aentidiscéust request
GDP g r iadividdally inlord8r%o finah suitable solutions for all
G DQeratl, ¢hena i rparties. st abl e.
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COVID-19- relief measures

The Fund has implemented several relief initiatives
focused on alleviating the financial hardship of the most
vulnerable group of tenants whose operations lave been
severely affected by the outbreak and the lockdowns.
The Fund has agreed to grant rent payment deferral for
a period of 90 days and to waive related penalties and
interest for those tenants.

Baltic Horizon Fund has been in negotiations mainly wlit
retail tenants regarding rent reductions and waivers
during the lockdown and post-lockdown periods, which
had a negative i mpact on
2021. The majority of tenant support measures were
granted to tenants occupying premises in CBD iias due

Relief measures granted to tenants helped to maintain
tenants on the premises and to maintain trade
receivables and operating cash inflows at healthy levels
during 2021. Discounts in 2021 were mostly granted
during Januaryd May 2021and November & December
2021 Reopening of retail shops and other businesses led
to a substantial reduction of discounts and improvement
in operational performance during June - October 2021.
Discounts grantedto Galerija Centrs tenants hee been
partially covered by a grant received from the Latvian
government (EUR 0.4 million).

throughou

Estonia ¥ 13 Mar ® 17 May ® 11 Mar @3 May ?
Start of End of # Startof 2¢ | Easing of 2¢
lockdown lockdown lockdown lockdown
Latvia 9 13Mar 9 9Jun ? oNov ® 7 Apr @ 21 Oct/ 15 Nov
Start of B End of B Start of 2 Easing of 2¢ Start/ End of 3
lockdown lockdown lockdown lockdown lockdown
Lithuania @ 16 Mar ® 16 Jun ® 7 Nov ® ® 1Jul
Start of B End of Start of 2 End of 2
lockdown lockdown lockdown lockdown

0 X X X XD - X X I
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Portfolio and market overview

The diversified property portfolio of BalticHorizon Fund
consists of # cash flow generating properties, and one
property under development in the search of an anchor
tenant, in the Baltic capitals. Baltic Horizon believes it has
established a portfolio of strong retail and office assets
with well-known and long-term tenants including local
commercial leaders, governmental tenants, nearshoring
shared service centres and the Baltic headquarters of
leading international companies.

During Q4 2021 shopping centresd sales and footfall
figures were outperforming Q4 2020 results with the
exception of the Latvian properties.Growth in sales and
footfall figures in Latvia was limited due to heavy COVID
19 restrictions during November. Retail properties are yet
to completely recover to pre-pandemic levels. It is
expected, however, thatsales and footfall figures will
continue to increase with restrictions being lifted at the
beginning of 2022. Temporary restrictions should not
diminish the confidence of the population to visit and
buy goods in larger shopping centres for a prolonged
time. At the date of this report, approx. 69% of the
population have been fully vaccinated againstthe
COVID19 virus in Lithuania and Latviag followed by
Estonia with approx 63% compared to 64% for Europe

The CC Plaza cinema buildingvas temporarily closed
from March until the end of May due to COVID19
restrictionsand in December due to small reconstruction
The dnema is now fully ready to welcome cinema lovers
for newly released and upcoming blockbustemovies to
be premiered during 2022.

Although Baltic retail centres have been affected by the
COVID 19 lockdown restrictions and the increase in-e
commerce, it is important to note that retail influences
and trends are different in the US, Canada, Asia drthe
Nordics including the Baltics. For example, the Baltic
states have considerably fewer bigoox mid-sized
destination shopping centres and retail parks like those
in the US which have been affected the most, with some
of them never opening again. In the Baltics, most of the
shopping centres are major destination hubs or are
located in the hearts of the cities, near the old towns.
There are also small supermarkets with direct residential
catchment areas which have worked especially well

14
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during the COVID crisis. With midsized centres
suffering, the increased focus of Baltic Horizon together
with its tenants will be on established flagship stores, own
parcel terminals, pickup points and other services
appealing to the catchment areas of each retail centre

Our management and retail teams have been preparing
for a concept change for several years. Architects and
designers have been meticulously working on the new
concepts and as building permits have been received,
the year 2022 will be the time for execuion. We have
hired the most innovative interior designers for Europa
and Postimaja and the plan is to roll out the full concepts
with new tenant mixes during 20212023. Concept
upgrades are being explored also for Galerija Centrs and
will be unveiled soon. We expect that with the new
concepts we can increase the NOI of these properties by
25% in the long-term compared to the pre-crisis levels.
Concept changes hae been already executed in Europa
SC wherethe Food Hall Dialogai opened its doors in
January 2@2 with high interest from local office workers.

During the pandemic, in the office segment across the
Baltics, many tenants adopted remote working practices
where the nature of the job allowed it. At the same time,
it is also apparent from several inteviews that employees
are eager to return to the offices as social interaction and
collaboration in physical meetings are still highly valued.
The future of office work will very likely include an
additional level of flexibility for tenants as they are
continuously evaluating their future needs. Being able to
expand or decrease their leased areas will become
increasingly important and so will flexible working hours,
rotating team working and being able to work partly
from remote locations, if the nature ofthe job allows it.
The pandemic has had a very limited impact on Baltic
Hori zonds office segment
but also as many tenants are expecting their employees
to go back to the offices after the pandemic ends.

In summary, the COVID virus induced lockdown in the
Baltics has i mpacted
located retail and entertainment centres. Retail assets
located in the central business districts (Postimaja,
Europa and Galerija Centrs) accounted fo20.5% of the
total portfolio NOI in 2021.

du

mai nl
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Developments

Meraki

In 2018, the Fund completed the acquisition ' i
0.87 hectares of land next to theDomus ""“.‘5&' g :
PROcomplex. The plots were acquired with (i
the goal to further expand the Domus PRO
complex in Vilnius, Lithuania The building

permit allows to build approx. 15,800 sg. m i « k’ |
of leasable office space along with a R i e FREEL ] :
parking house. The first tower is expected e = : |
to be completed in Q2 2022 and the u
second one in 2023. Meraki development 114
costs reached EUR 13.7 million as of 31 & :
December 2021 and the expected total W - ERAETES s S
development costs amount to EUR 32.7
million.

- L L

At the end of 2021, approx. 13.5% of the net
leasable area of one towewaslet to 3 local
tenants. In December 2021, the Fund signed
a lease agreement withan IT companyon
433.53 sg. m. The Fund management team
is currently working on an office hotel
concept to meet high demand for smaller
spaces with common areas from smaller
tenants. First tenantfit-out works started at
the beginning of 2022.

15,800

Net leasable area (sg. m)

Q2 2022

First tower to be completed




B ANNUAL

16

REPORT

Management report | Property report

Europa

At the end of 2020, th
initiated the Europa SC refurbishment
project with the aim of introducing a new
concept that would meet growing central
busi ness district -(CB
COVID 19 needs (free working zones, dining
etc.).

Reconstruction works started in September
2021 with the aim to finish reconstruction in
two stages. The first stage was completed
with the opening of the fully leased outFood
Hall Dialogai (900 sgm) on 24 January 2022
The <=cond stage works were partially
completed in 2021, the rest will be
completed at the beginning of 2022. The
interior of the ground floor passage has
been already completed, while the shop
fronts together with an amphitheatre,
bakery, vertical connections,and 2" and 3"
floor interior will be completed in Q2 2022.

The total investment in the project has
increased toapprox. EUR @ million after the
expansion ofthe initial scope of works. Out
of the total amount, EUR2.1 million isthe
Food Hall investment.

EUR 6.0m

Total investment

Q2 2022

Reconstruction to be completed
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Postimaja

A final design and construction project was
started in Q1 2020 for phasé of connecting
the Postimaja and CC Plazabuildings. A
building permit to connect underground
parking hasbeen received from the City of
Tallinn. The final buildingpermit for joining
the two buildings was received in January
2021.

The first stage of the reconstruction project
OReval Ca tostructern- has been
separated from the overall project and has
already started The gpening of the terrace
is expected in Q2 2022 with a planned
investment of EURO0.2 million. The scond
stage time schedule and investment volume
are expected to be finalized in Q12022. In
parallel the Fund is actively discussing with
Tallinn municipalitythe plans to have a tram
stop in front of Postimaja SC

01 2021

Building permit was received

Q2 2022

Opening of the terrace

17
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Property performance

Fund segment di stribution as of 3 1 December 2021 Fund portfolio by age as of 31December 2021
Retail
49 8% 15+ years
20% 0-5 years
27%
Leisure
4.4%
1015
years
33%
5-10
Office years
45.8% 20%
The Fund maintains a welldiversified mix of office, The graph above shows the a
leisure, and retail buildings. At the end 0f2021, the portfolio since construction or the last major
portfolio was comprised of 49.8% retail assets, followed refurbishment. Themanagement team is working on new
by 45.8% office assets and 4% leisure assets. Portfolio devel opment projects and ex|
properties in the office segment contributed63.0% of net average portfolio age in the future.

rental income in 2021 despite accounting for only 45.8%

of the Fun ditle eqa ofr2021, thd shaoe.of

the office segment and Estoniai n t he Fundods portfolio
decreased due tothe disposal of G4S Headquarters

Rental concentration oasoft he
Fund country distribution as of 31 December2021 31 December 2021

Estonia
21.6%
10 largest
tenants
41.2%
Others
58.8%

In terms of country distri buheitepant baseof ttiedrand isweldiversified. Badtié s
in the Fundds port the bngoing i n dHerieca Fund hasdagognd28tenants in the portfolio.
Meraki developmentworksand Estoni ads ddbeenspbtiadueoncentration of

Lithuania
39.4%

Latvia
39.0%

to the disposal of G4S HeadquartersAt the end of 2021, income from the 10 largest tenants) is shown in the
the Fundd6s assetfsllows e3948 inl o cfalloveng chars with the largest tenant Rimi Baltic
Lithuania, 39.0% in Latviaand 21.6% in Estonia. accounting for 99% of the annualised rental income. As

further discussed in the risk management section, credit
risk is mitigated by the high quality of the existing tenant
base.

18
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Rent al concentration of the Fundo44Desembesd02li ar i es : 10 1| a

Rimi 9.9%

SEB

6.2%

Latvian State Forestry 5.6%

Forum Cinemas AS 4.8%

Intrum _ 3.4%

evercN [T
Lithuania Tax Inspectorate - 2.1%
Vilnius heating network company - 2.0%
e [ 2o
New Yorker Eesti - 1.9%

The Fundds teams have been ogiantwasv2e years at thg end of 20241 (31 decembdr h
current tenants to extend lease agreements as well as 2020: 2.5) The weighted average unexpired lease term

with new tenants to fill the vacancies. Over 4% of Baltic until the end of contract term was 33 years at the end of
Horizon Fund tenant leases will expire after 202 while 2021 (31 Decembr 2020: 3.5). The graph below shows
the rest will expire during the rext two years. The the expiry dates of contractual rental income.

weighted average unexpired lease term until first break

Maturity profile of lease agreements Maturity profile of lease agreements
% of contractual rentto end of contract % of contractual rentto first break option
30.0% 30.3%
25.9% 25.2%
22.7% 21.7%
15.1%
12.4%
0,
9.0% I 7.7%
2022 2023 2024 2025 2026+ 2022 2023 2024 2025 2026+
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Overview of the Fund?®oasoi3hReeembben2®21lt pr operti es
Property name Sector Fair value! ‘ NLA pro?)gft(;/t Net irﬁtial Occupancy

(EUR ¢ (sg. m) yield? yield® rate

Vilnius, Lithuania
Duetto | Office 17,345 8,587 8.2% 74% 100.0%
Duetto Il Office 19,683 8,674 7.3% 7.1% 100.0%
Europa SC Retail 36,737 16856 2.7% 2.7% 78.8%
Domus PRORetail Park Retail 16,255 11226 7.3% 7.2% 99.4%
Domus PROOffice Office 7,820 4,831 8.3% 70% 100.0%
North Star Office 19,869 10,550 5.8% 6.3% 89.7%
Meraki Development 11,400 - - - -
Total Vilnius 129,109 60,724 5.7% 5.6% 92.2%
Riga, Latvia
Upmalas Biroji BC Office 21,944 10,459 73% 7.8% 100.0%
Vainodes | Office 18,150 8,052 6.7% 7.7% 100.0%
LNK Centre Office 16,840 7,452 6.3% 6.7% 100.0%
Sky SC Retail 5,096 3,249 7.8% 8.0% 97.6%
Galerija Centrs Retalil 65,544 20,022 1.9% 2.2% 79.2%
Total Riga 127,574 49,234 4.3% 4.8% 91.4%
Tallinn, Estonia
Postimaja & CC Plaza complex Retail 29,772 9,145 2.9% 34% 93.9%
Postimaja & CC Plaza complex Leisure 14,442 8,664 6.5% 5.5% 100.0%
Lincona Office 16,990 10,870 7.0% 6.9% 89.1%
Pirita SC Retail 9,472 5,444 5.2% 6.8% 89.2%
Total Tallinn 70,676 34,123 5.1% 5.5% 93.2%
Total portfolio 327,359 144081 5.0% 5.2% 92.1%

1. Based on the latest valuation as at BDecember2021and recognised right of-use assets.
2. Direct property yield (DPY) is calculated by dividingnnualizedNOI by the acquisition value and subsequent capital expenditure of the property.
3. The netinitial yield (NIY) is calculated by dividingnnualizedNOI by the market value of the property.

The management of the Fund provides two different
yield calculations in this management review section.
Direct property yield (DPY) is calculated by dividing NOI
by the acquisition value and subsequent capital
expenditure of the property. The net initial yield (NIY) is
calculated by dividing NOI by the market value of the

property.

During 2021, the average actual occupancy of the
portfolio was 93.4% (2020: 95.8%). The occupancy rate
as of 31 December 2021 was 9% @31 December 2020:

94.3%). Occupancy rates in the retail segment dipped,
mostly due to the Europa SC reconstruction as part of
the premises were temporarily vacated to be

20

reconstructed in upcoming months. Occupancy rates in
the office segment remained strong, but slightly
decreased resulting from a temporary vacancy in Lincona
Office. Domus PRO Office building occupancy increased
compared with the previous quarter, and the building
was once again fully occupied starting from November
as a new tenant moved to tke vacant premises The
average direct property yield during 2021 wasb5.0%
(2020: 58%). The net initial yield for the whole portfolio
for 2021 was 5.2% (2020: 5.7%). Property yields
decreased compared to 2020 due to decreased
occupancy levels.The average rental rate for the whole
portfolio for 2021 was EUR Blper sq. m (20D: EUR121
per sq. m).
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Breakdown of NOI development
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Property Date of acquisition 2016 2017 2018 2019 2020 2021
ﬁg:;?ﬁjegc 8 March 2013 972 985 2,447 2495 1,932 1805
Upmalas Biroji BC 30 August 2016 515 1,693 1,710 1,701 1,661 1740
Vainodes | 12 December 2017 - 75 1,463 1,462 1,464 1,449
Galerija Centrs 13 June 2019 - - - 2,552 3,023 1448
Duetto I 27 February 2019 - - - 1,090 1,354 1353
Duetto | 22 March 2017 - 799 1,096 1,160 1,166 1223
North Star 11 October 2019 - - - 315 1,419 1,208
Domus PRORetail 1 May 2014 1,103 1,185 1,160 1,132 1,092 1,15
Lincona 1 July 2011 1,202 1,172 1,192 1,276 1,212 1,114
LNK Centre 15 August 2018 - - 409 1,072 1,090 1,088
G4S Headquarters 12 July 2016 546 1,149 1,189 1,127 1,223 1,009
Europa SC 2 March 2015 2,360 2,365 2,332 2,467 1,681 1,006
Domus PROOffice 10October 2017 - 35 499 562 538 537
Pirita SC 16 December 2016 30 900 900 438 677 484
Sky SC 7 December 2013 425 410 407 370 402 395
Total portfolio 7,153 10,768 14,804 19,219 19,934 17,004

1. The Fund completed the acquisition of Postimaja SC on 13 February 2018.

2.

The Fundds
operating income (NOI)in 2021 (2020: EUR19.9million).
Please refer to the table above for a breakdown of NOI
development by each property, which has been
generating stable rental income over the years.

Like-for-like net rental growth provides a more
comparable view on the performance of the underlying

EPRA likefor-like net rental income by segment

The Fund completed the disposal of G4S Headquarters on 8 November 2021.

portf 0 imiion pfrnet d u cassets, BsUtRse calculations exclude the impact of net

rental growth or decline due to acquisitions,
developments or disposaldn 2021and 2020. Thechange
inthe F u rsdké-for-like net rentalincome compares the
growth in the net rental income of the portfolio that has
been consistently in operation, and not under
development, during the two full periods that are
presented.

Fair value Net rental Net rental Change

EUR 6000 31.122021 income 2021 income 2020 (EUR Change (%)
Like-for -like assets

Retail 162,876 5,506 7,983 (2,477) (31.0%)
Office 138,641 9,712 9,904 (192) (1.9%)
Leisure 14,442 777 824 (47) (5.7%)
Total like -for -like assets 315,959 15,995 18,711 (2,716) (14.5%)
Development assets 11,400 - - - -

Disposed assets - 1,009 1,223 (214) (17.5%)
Total portfolio assets 327,359 17,004 19,934 (2,930) (14.7%)

Net rental income of the portfolio on a like-for-like basis
decreased by14.5% or EUR2,716thousand in 2021, as

21

compared to last year. The decrease in net rental income
from the retail and leisure segments was mainly driven
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by an increasein provisions associated with overdue
receivables from tenants and temporary discounts
granted with the aim of providing support to tenants in

connection with the lockdown periods of the COVID19

crisis

The Funddés office segmesent
affected by the COVID19 pandemic. The office segment
showed only a slightly negative change with a decrease
of like-for-like net rental income 0f19%. The decrease in
office performance was caused by temporary discounts
granted to restaurants and increased vacancies in
Lincona and North Star Most of the other properties saw
an uplift in net rental income during 2021 compared to
last year.lt is evident that the performance of retail and
leisure segments was heavily affected by th€ OVID 19
pandemic during t he
management team decided to provide sizeable support
to the tenants with the aim of keeping them on the
premises longterm. Sucha strategy allowed the Fund to
maintain occupancy levels at relatively stde levels
considering the situation in the market and create

EPRA likefor -like net rental income by country

Management report | Property report

ground for a quick recovery for periods when major
COVID 19 pandemic restrictionsare lifted.

Like-for-like net rental income changes in all three Baltic
countries were negative throughout2021 compared to
2020. The overall performance of each country was

pmostly enfltuénced by the aveaker pedarneahcg of CBD
shopping centres due to forced closuresThe Fund was
partially compensated for supporting Galerija Centrs
retail tenants during lockdowns. The Fund received a
grant from the Latvian government in amount of EUR 0.4
million which is disclosed underother income.

Several assets of the portfolio showed positive results
even throughout the second wave of COVIB19.1n 2021,
the net rental income of Duetto |, Domus PRORetailand

S e ¢ 0 h dpmalasaBirai BCexcbdrbel t hFeu npdrdesv i ou s

Solid performance of the aforementioned assetsas well
as operating cost reductions across the portfolio helped
to reduce the negative impactof the COVID 19 related
loss in rental incomeon the overall performance of the

portfolio.

Fair value Net rental Net rental Change

EURG6 000 31122021 income 2021 income 2020 (EUR'000) Change (%)

Like-for -like assets

Estonia 70,676 3,403 3,821 (418) (10.9%)
Latvia 127,574 6,120 7,640 (1,520) (19.9%)
Lithuania 117,709 6,472 7,250 (778) (10.7%)
Total like -for -like assets 315,959 15,995 18,711 (2,716) (14.5%)
Development assets 11,400 - - - -

Disposed assets - 1,009 1,223 (214) (17.5%)
Total portfolio assets 327,359 17,004 19,934 (2,930) (14.7%)

Property valuation

All real estate properties belonging to the Fund must be
appraised at least once a year at the end of the financial
year to determine the market value of the real estate
portfolio. Dur i ng 2020 and 2021,
portfolio was appraised twice a yar by an independent
real estate appraiser. External property appraisals were
carried out each year as of 30 June and 31 December.

The Management Company ensures that only a licensed
independent real estate appraiser of high repute and

sufficient experience in appraising similar property and

22

operating in the country where the relevant real estate
property is located evaluates real estate belonging to the
Fund. As at31 December 2021new external valuations
wete gperfdfrued Oydtle ingepeaderd propgrty valuaor
ColliersInternational (as at 31 December 2020 by Newsec
Baltics).

Independent appraisals are performed in accordance
with the Practice Statements and Relevant Guidance
Notes of the RICS Appraisal and Valuation approved by
both the International Valuaion Standards Committee
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(I'vsSC) and the European
(TEGoVA). The appraisal methodology employed by the
external appraiser is explained in more detail in note42
and 13to the financial statements.

As of 31 December2021, the fair value of the Baltic
Horizon Fund portfolio decreased to EUR 32.4 million
as compared to EUR 340.0 million as of 31 December
2020. During 2021, the Fund recognised valuation losses
on investment properties of EUR7.2 million (2020:
EUR25.2 million) in the consolidated financial
statements. Even though the overall yearly valuation
result is negative, the Fund recogreed a valuation gain
of EUR 7.1 million in Q4 2021, closing the year with
promising valuation tendencies. The fair values of
investment properties in the portfolio decreased mainly
due to COVID19 induced downward assumptions on
(re)development projects and a more conservative view
on the cash flows of several propertieslue to shortened
existing lease terms and current vacancies.

Portfolio fair value movements by segment

Group of
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Val uersd Associ ati
Valuations of properties with (re)development potential
are expected to improve after all planned works are
completed and as the rental market recovers from the
COVID19 pandemic. Compared to the mid-year
valuations, the change in the portfolio valuationat year
end was mainly driven byupward adjustments of future
cash flow projections and changes in exit yields for most
of the office properties.

The table below shows movements in the fair value of
the Baltic Horizon Fund investment patfolio

during 2021. The values of the properties are based on
the valuation of investment properties performed by

Colliersinternational (31 December2021) and Newsec (31
December 2020), which have been increased by the
value of right-of-use assets (IFR%6). The table below
does not reflect any capital investments during the year.

Proportion of

Fair value Fair value Change Change portfolio (%)
EUR 6000 31122021 31.12.2020 (EUR '000) (%) 31.122021
Like-for-like assets
Retail 162,876 166,667 (3,791) (2.3%) 49.8%
Office 138,641 137,521 1,120 0.8% 42.4%
Leisure 14,442 14,170 272 1.9% 4.4%
Total like -for -like assets 315,959 318,358 (2,399) (0.8%) 96.5%
Development assets
Office 11,400 5,474 5,926 108.3% 3.5%
Disposed assets
Office - 16,160 (16,160) (100.0%) -
Total portfolio assets 327,359 339,992 (12,633) (3.7%) 100.0%

The likefor-like value of the portfolio excluding
developmentsand disposed assetslecreased by EUR.4
million (0.8%) in 2021, compared to yeaend 2020. The
decrease was mainly caused by a more conservative
valuation approach to CBD shopping centres and single
tenant office buildings with short lease terms. The figure
includes downward adjustments to the fair values bthe
Europa SC of EUR.1million, Galerija Centrs property of
EURZ1.9million, Vainodes | of EUR 1.8 millioniJpmalas
Biroji BC of EURL5 million and Pirita SC of EUR 0.1
million. Multi-tenant office buildings and small
neighbourhood shopping centres were less affected by
the downward valuation adjustments related to COVID

23

19 due to their strong tenant base and payment
discipline.

Compared to yearend 2020, the property valuation
resultsincreased in the Estonian market (EURO million
or 1.8%)and in the Lithuanian market (EUR 0.9 million or
0.8%) but decreased in the Latvian market (EUR4.3
million or -3.3%). The valuations of Upmalas Biroji and
Galerija Centrs were mostly affected by expected capital
investments in the upcoming years. The dip in th value
of the Vainodes extension rights additionally contributed
to the overall valuation change for the country. In the
Lithuanian and Estoniax market, all valuationsincreased
or remained relatively stable.

ons
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Property valuationsincreased for most of the assets in
the portfolio: Duetto | (+5.6%), Lincona SC (+5.5%),

Management report | Property report

for Vainodes(-9.26), Upmalas Biroj (-6.5%) and Europa
SC(-5.3%). For a summary of property valuations, please

Duetto Il (+4.9%)and LNK Centre (+4.9%)showed the visit the Fundds website.
best valuation results across the whole portfolio. The
biggest downward valuation changes were recognised
Portfolio fair value movements by country
Proportion of
Fair value Fair value Change Change portfolio (%)
EUR 6000 31122021 31.12.2020 (EUR '000) (%) 31.122021
Like-for-like assets
Estonia 70,676 69,630 1,046 1.5% 21.6%
Latvia 127,574 131,920 (4,346) (3.3%) 39.0%
Lithuania 117,709 116,808 901 0.8% 36.0%
Total like -for -like assets 315,959 318,358 (2,399) (0.8%) 96.5%
Development assets
Lithuania 11,400 5,474 5,926 108.3% 3.5%
Disposed assets
Estonia - 16,160 (16,160) (100.0%) -
Total portfolio assets 327,359 339,992 (12,633) (3.7%) 100.0%

Divestments

11.2%

Net IRR

At the end of 2021 Baltic Horizon Fund signed a real right
agreement with HITS
located at Paldiski mnt 80, Tallinn together with the G4S
Headquarters office building. The sales price was
EUR15.35 million (excluding value added tax) matching
approximately the latest valuation. The IRR for the

holding period of more than 5 years was around 11.2%,
while equity multiple was 1.7.

The rationale behind the disposal was to recycle capital
to assets with higher ESG standardsthrough the

24

Equity multiple over 5 years

development of Meraki and potential new acquisiions.

Certificate) ratings in the portfolio and would have
required intensive capital
established criteria for investments from ESG standpoint.
The Fund capitalized ona good opportunity to dispose
of the asset and avoid high releasing risk with G4SThe
proceeds of the transaction will be used for new and
mor e energy
portfolio in the Baltics.

Il nvest mamtasset il oné af thesworstIEPEnergyPdrfarmashcep | ©

efficient i Nnve
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Estonia

Economy

The Estonian economy adapted very quickly to the
changed environment when the COVIB19 crisis started
and the blow to the economy was softened quite
effectively by the local economic and employment
stimulus package.
beginning of the COVID 19 pandemic due to a decrease
in private spending and lower investments but the
recovery was stronger than expected. Economic metrics
bounced back strongly during Q18 Q3 2021. According

to Eurostat, in Q3 2021 the GDP of Estonia grew by 0.7%

compared with the previous quarter. Economic outlook
for the Estonian market is improving as demand for
manufacturing and services sectors and government
spending is rapidly increasing.

2021 2022 2023
GDP 7.5% 3.1% 4.0%
Inflation 4.5% 6.2%6 2.1%

Source: European Commission Economic Forec®giter 2022

Portfolio

Portfolio properties based in Estonia started the year with
a downward movement in the net rental income andother
key portfolio metrics. The trend reversed at the end of
half-year leading to a slight improvementin operational
metrics during Q2-Q4 2021 The Fund supported the
tenant operating a cinema in CC Plaza during lockdowns
which led to reduced rental income in the previous
quarters.
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Office propertiesdresults remained relatively stable during
Q4 2021 G4S Headquarters generated income for the
Fund only for one month in Q4 2021 beforeits disposal
Operational results in the retail segment showed
temporary downturn during Q4 2021after another wave

Est oni adaf COBDBD restrictiorsp Aseadesultadf resttictiors, the

Fund granted relief measures after extensive discussions,
mostly to retail/leisure tenants to support them during the
hardship. Results have already started to recover at the
beginning of 2022.

Overall key performance metrics in 2021 decreased
compared to the previous year after the disposal of the
G4S Headquarterswvhich had a high occupancy rateand
stable cash flowsDuring 2021, the average direct property
yield decreased t05.246 (2020: 5.6%), while the average net
initial yield was 5.5% (2020: 5.6%). Apart from G4S HQ
disposal, he decrease in yields isalso related to higher
rental reliefs granted to retail tenantsin the Postimaja and
Coca Cola Plaza complexthe average occupancy level for
2021 decreased t094.5% (2020: 95.7%). The occupancy
rate as of 31 December 2021 was % (31 December
2020: 943%). During the year, occupancy slightly
dropped in Lincona and Postimajabuildings after some
small tenants vacated their premisg It was partially
compensated by a sizeable uptake in Pirita SC, which
corresponded to an increase from 81.9% to 89.2% ithe
occupancy rae. The fair value of the propertiesn Estonia
on a like-for-like basis has increased from EUR 69,630
thousand measured in the 2020 valuation to EUR 70,676
thousand as of 31 December 2021.

4

22%

of portfolio value

Properties

34,123

Total leasable area (sg. m)

4.4m

Net rental income (EUR)

93.2%

Occupancy rate

5.1%

Direct property yield

70.7m

Portfolio value (EUR)

25
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Postimaja
Fair value ( 29,772
Constructed 1980
Acquired 13 February 201¢
Sector Retail
Net leasable area (sq. m) 9,145
Lincona
Fair value (EUR 0 0 0 ) 16,990
Constructed/ Renovated 2002 / 2008
Acquired 1 July 2011
Sector Office
Net leasable area (sg. m) 10,870

Coca Cola Plaza

Fair value ( 14,442
Constructed 1999
Acquired 8 March 2013
Sector Leisure
Net leasable area (sq. m) 8,664
Pirita
Fair value ( 9,472
Constructed 2016
Acquired 16 December 201€
Sector Retail
Net leasable area (sg. m) 5,444

26
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Latvia

Economy

Following a temporary slowdown toward the end of 2021
due to new restrictions introduced by the government,
Lat vi ad sendedtberyeamwithout any changesin
GDP. Prior to yeatend restrictions, the economy was
showing positive tendencies withexpansbn of 0.6% in
GDP during Q3 2021 compared to the previous quarter
according to seasonally adjusted data from Eurostat. As
the unwinding of excess savingsis driving up private
consumption, GDP is forecast to return to strong growth
in Q2 of 2022. Future growth will also depend heavily on
the situation with COVID 19 albeit sizeable government
support measures and solid export performance points

to potential further growth in Latvian economic
indicators.
2021 2022 2023
GDP 4.7% 4.4% 3.8%
Inflation 3.2% 5.9% 0.9%

Source: European Commission Economic Foreciipter 2022

Portfolio

Latvian properties recognised the highest likeor-like
decrease in net rental income year over year in all Baltic
countries resulting in a total decrease 0f199%. This
change was mostly influenced by a sizeable NOI decrease
in Galerija Centrs after mosbf the tenants were forced to
shut down their operations during two lockdowns. Like
for-like net rental income for 2021 improved inUpmalas
Biroji, while SKY SCVainodes | and LNK Centreshowed
slightly worse results compared t02020, resulting from
increased property expenditure following the inflation
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spike in Europe Meanwhile, Galerija Centrs
underperformed in 2021 due to significantly reduced
turnover rents during the lockdown periods, rent
concessions and doubtful debt provisionsThe Fund has
continued to support the tenants with the aimof retaining
market leading brands in the building for the long term.
Galerija Centrs operational performance has showed
tendenciesof recoveryduring restriction-free months. The
Fund has alreadyinitiated a stratedc plan to upgrade the
Galerija Centrs concept in 2022 to immediately boost
occupancy levels by 510% and gradually take property
back to 95-100% occupancy level. Announcements of new
leases are on the horizon as tenants continue to show
interest in the refreshed concept.

The average direct property yield decreased t04.3%
during 2021 (202: 5.4%). The average net initial yield was
48% (@020: 55%). Thechangesin the Latvian portfolio
yields are almost entirely attributable to rent reliefs in
Galerija Centrs.The average occupancy level for 2021
decreased slightly to 2.3% (2020: 93.9%), mostly due to
increased vacancies in Galerija Centrd.he occupancy
rate as of 31 December 2021 was 91.4%1(Decembe
2020: 93.9%). At the end of 2021, 3 out of the 5 properties
in Latvia were fully leased out to local and international
tenants. Latvian properties have development potential,
which the Fundods management
the coming yearsin order to maximise the value of the
properties. The fair value of the properties in Latvia has
decreased from EUR 131,920 thousand measured in the
2020 valuation to EUR 127,574 thousand as of 31
December 2021.

5

39%

of portfolio value

Properties

49,234

Total leasable area (sg. m)

6.1m

Net rental income (EUR)

91.4%

Occupancy rate

4.3%

Direct property yield

1276m

Portfolio value (EUR)
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Galerija Centrs

Fair value ( 65,544
Constructed/ Renovated 1939/ 2006
Acquired 13 June 201¢
Sector Retail
Net leasable area (sg. m) 20,022

Upmalas Biroji

Fairval ue ( EUR 21,944
Constructed 2008
Acquired 30 August 2016
Sector Office
Net leasable area (sq. m) 10,459
Vainodes |
Fair value (E 18,150
Constructed 2014
Acquired 12 December 2017
Sector Office
Net leasable area(sq. m) 8,052
LNK Centre
Fair value (E 16,840
Constructed/ Renovated 2006 / 2014
Acquired 15 August 2018
Sector Office
Net leasable area (sg. m) 7,452
Sky SC
Fair value (E 5,096
Constructed/ Renovated 2000/ 2010
Acquired 7 December 2013
Sector Retail
Net leasable area (sg. m) 3,249
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Lithuania

Economy

The second wave of COVIEL9, which arrived with its
restrictions in December 2020, affected the economy but
strong recovery of exports and household consumption
led to a positive GDP development in Q1 and Q2 2021. In
2021, higher thanexpected tax revenues are leading to a
smaller general government deficit than anticipated in
spring. However, GDP growth during Q3 2021was
negligible compared to the previous quarter, according to
data from Eurostat. While growth is set tobe moderate,
the economy is projected to continue to be supported by
the good financial position of businesses, rising household
income and accumulatel household savings. Overall,
during the 2021 real GDP is forecast tgrow 5.0%.

2021 2022 2023
GDP 4.8% 34% 34%
Inflation 4.6% 6.7% 2.2%

Source European Commnssion Economic Forecasiyinter 2022

Portfolio

Across all Baltic Horizon Fundmarkets, the properties in
Lithuania showed the best likefor-like resultsin 2021due to
solid diversification of assets. Resultsere impacted bythe
closure of restaurants and retail shops which significantly
affected the performance of the retail segmaent.

The closure of retail operations resulted in the financial
distress of several tenants in Europa SC anetquired an

active search for solutions to support tenants. The
management of the Fund decided to grant discounts to

Management report | Property report

tenants most affected by COMD-19to help them survive
until the reopening after lockdowns. There is an additional
minor temporary loss in the income of Europa SC due to
planned relocations/changes of tenants during the
reconstruction period. Temporary vacancies are already
being filled at the beginning of 2022 after the opening of
the Food Hall Dialogai and other renovated areadJptake in
Europa SC during January 2022 wak,380sg. m. In recent
months, the Fund has signedextensionswith major tenants
in Duetto and Domus PROincluding prolongations with
Intrum, Pernod RicardVilniaus Vandenysand Narbutas.

Rent concessions, recogsed doubtful debts and increased
vacancies in Europa SC resulted in ad0.P6 combined
decline in the likefor-like rental income of Lithuanian
properties during 2021 as compared to 2020A vacancy of
approx. 10%in North Star was another reason for the
decreasein net rental income. Even in the turbulent times
Duetto | and Domus PRO complexmanaged to outperform
2020results, while Duetto Il results werddentical.

During 2021, the average direct property yield decreased to
5.7% (2020: 6.4%). The average net initial yield was 6%
(2020: 6.26). The average occupancy level for 2021
decreased due to planned reconstructionrelated vacancies
in Europa to 98.5% (2020: 97.3%). The occupancy rate as of
31 December 2021 was 92.2% X®ecember 2020: 94.7%).
Duetto | and Duetto Il complex were fully leased out at the
end of 2021.The fair value of the properties in Lithuania has
increasedfrom EUR122,282housand measured in the 2020
valuation to EUR129,109housand as of 31 December 2021.

5/1

Properties / Development

projects

39%

of portfolio value

60,724

Total leasable area (sg. m)

6.5m

Net rental income (EUR)

92.2%

Occupancy rate

5.7%

Direct property yield

129.1Im

Portfolio value (EUR)
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2021

Europa SC
Fair value ( 36,737
Constructed 2004
Acquired 2 March 2015
Sector Retail
Net leasable area (sg. m) 16,856
North Star
Fair value ( 19,869
Constructed 2009

Acquired 11 October 2018
Sector Office
Net leasable area (sg. m) 10,550
Duetto |
Fair value ( 17,345
Constructed 2017
Acquired 22 March 2017
Sector Office
Net leasable area (sq. m) 8,587
Duetto Il
Fair value ( 19,683
Constructed 2018

Acquired 27 February 2019
Sector Office
Net leasable area (sg. m) 8,674
Domus PRORetail
Fair value ( 16,255
Constructed 2013
Acquired 1 May 2014
Sector Retalil
Net leasable area (sg. m) 11,226
Domus PRO Office
Fair value ( 7,820
Constructed 2017

Acquired 1 October 2017
Sector Office
Net leasable area (sq. m) 4,831
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