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Blackfinch Property
Construction activity in the last 3 months
has been largely as normal and any disruption
to our sites has been minor over this period.
The sales and lettings markets have seen
a vast improvement also with August and
September seeing transaction volumes above
levels seen a year ago.

This is largely due to pent up demand from 4 months of sales not being able to go through and in fact
house prices have actually increased. This is a short term positive for the property market and has seen
house prices increase substantially in Q3 vs. Q2. We remain hopeful that the current lockdown in place
at time of writing will be less restrictive than in Q2 2020 and will allow construction activity to continue as
well as the lettings market which are both key to the economy.
There is seemingly a self-balancing dynamic currently where restrictions in the property sales and
lettings market lead to a subsequent increase in net demand and this keeps prices high to counter any
downward price pressure due to wider economic pressures. Another natural counter balance is the
slow down in new supply of housing caused by Covid impacting construction sites and new pipeline
developments which further adds upwards pressure on house prices not to mention the already existing
under supply of housing the UK currently faces due to demographic circumstances. Whilst this is useful
to keep LTVs in check in the short to medium term, longer term there remains the risk of any economic
down turn on prices.

We have seen the government are putting in measures to keep the market buoyant including the
stamp duty holiday to March 2021, a new Help to Buy: Equity Loan Scheme planned for 2021 and
keeping interest base rates at an all-time low at 0.1% which should all help to reduce the impact any
economic malaise has on the property market.

The loan book is well placed to deal with this environment due to the significant residential exposure
and the reasons noted above and a strategy followed during Q2’20 to focus on adding new low
risk residential loans to the loan book at more conservative LTVs and avoiding riskier sectors such
as office, retail, student accommodation and leisure. There is a small amount of exposure to local
leisure businesses, and which were trading profitably in July, August and September which was very
encouraging and as a result of those businesses having a non-business, local client base. However, local
lockdowns will temporarily disrupt this positive momentum and we remain hopeful that lockdowns will
be short-lived.
Any exposure to leisure in the loan book is focused on non-business and UK-based tourism custom.
With the staycation trend expected to increase as a result of the pandemic we’re more insulated against
the wider risks in this sector.
We have been very cautious in terms of building provisions into our balance sheet which should stand us
in good stead to deal with any shocks that do occur, although currently we remain positive on all existing
loans not needing to utilise this.

Blackfinch Energy
Government policy and shifting public
sentiment is helping to encourage the
transition to low carbon generation. This
underlines the portfolio’s relevance now and
in future. Investment in these assets supports
energy generation from sustainable sources,
helping the environment and reducing the
carbon emissions that cause climate change.

Recent Acquisitions and Future Deals
The acquisition of two onshore wind sites in Scotland is progressing. We expect to complete these
transactions before the end of 2020. We have also selected the most relevant and attractive
opportunities from our strong pipeline, and appraised over £350m of introductions. We continue to
focus on more mature technologies such as lower risk wind and solar assets.

Construction of Solar Farm
Construction has continued on our six megawatt (MW) peak subsidy-free solar farm in North Wales. In
spite of social distancing measures, activity has been near normal, with adherence to regulations. Where
relevant, teams have communicated with the local community to explain how they’re minimising risks.
Progress is on schedule and we expect the site to be grid connected by the end of this year.

Ongoing Operations
Our day-to-day operations have continued as normal with the team using various technologies to work
remotely and effectively. The pandemic has not caused any significant disruptions to our sites. Our
suppliers and partners have adopted policies and procedures to continue operating safely. Due to the
nature of energy assets, much site work can be done without close proximity to others.

Performance and Growth
Our portfolio now stands at 49MW of installed capacity (operational and under construction) across 47
individual sites and 14 project companies. Total generation capacity is approximately 87 gigawatt hours
(GWh) per annum. Portfolio performance has remained strong this year, helped by particularly windy
weather in Q1 followed by exceptionally sunny conditions around Easter and May.

Benefits of Real Assets
The portfolio’s performance underlines the benefits of investing in real assets including wind and solar
farms. These offer returns uncorrelated with wider stock market volatility. Power prices did drop off
around the start of the pandemic. However, we had locked in more favourable power prices ahead of
lows, or they benefited from government subsidies providing an improved floor price for smaller assets.

Greater Security
The investments continue to be relatively well sheltered from the wider macro-economic impacts of
the coronavirus pandemic. We’re focused on acquiring proven, highly-regarded technology. This is
maintained by leading companies (typically the original equipment manufacturer), and underpinned by
long-term agreements and availability guarantees.
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