SCOTTISH
WOODLANDS

UK Forestry and Natural Capital
Why Invest?

A Real AsSét Robted in La'"nd, Growth,
and Long Term Value

Growing a Sustainable Future
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Trees grow regardless of short
term economic cycles

Timber markets and land values have historically shown strong links to inflation, which makes forestry
attractive for wealth preservation and long term capital growth. Unlike many financial assets, forestry
combines biological growth, land ownership, and multiple revenue streams that can be realised at
different stages of the asset life cycle.

Investment horizons in forestry are typically measured in decades rather than years. This naturally aligns
with intergenerational wealth planning, legacy objectives, and patient capital strategies focused on
sustainable long term returns. For internationally mobile investors and expatriates, ownership of UK land
assets can also provide geographic diversification within a stable and transparent legal system.

: Long term performance data shows that UK forestry has
U N d e rSta N d IN g delivered attractive and resilient total returns across multiple
market cycles. Over roughly the past twenty five years,
FO re St ry Ret u rnS, professionally managed UK forestry investments have typically

generated annualised total returns in the high single digit to

A Cap|tal GI’OWth low double digit range.

Industry benchmarks such as the MSCI UK Forestry Index
I nveStme nt demonstrate that returns have historically been driven by three

consistent factors.

Biological tree growth steadily increases timber volume and quality. Timber prices have benefited from
structural supply constraints and this is likely to increase given global demand factors.

A defining characteristic of forestry is that income yield is usually modest. Timber harvesting income
tends to be periodic rather than continuous, and woodland management is often structured to maximise
biological growth and asset maturity before value is realised. Forestry is therefore best understood as a
capital focused investment rather than an income driven asset.

This return structure reflects an important behavioural advantage. Investors are less exposed to short
term market sentiment and daily price volatility. Value is created through disciplined stewardship and
biological growth rather than frequent trading decisions. For many investors this supports calmer
investment behaviour and reduces the risk of value erosion through reactive decision making during
economic uncertainty.

Structural supply constraints in domestic timber production, growing demand for renewable building
materials, and increasing corporate demand for verified environmental credits continue to support
the long term investment case for UK forestry and natural capital assets. Past performance does not
guarantee future returns, however the underlying biological and land based value drivers remain

well established.



Two Complementary Investment Pathways

Productive Forestry,
Timber Driven Returns

Productive forestry focuses on the establishment and manager ’
timber crops. The UK is one of the largest net importers of tinr
which creates strong structural demand for domestic wood

Well managed productive forests generate returns throug

* Sale of harvested timber into construction, pack
and renewable material markets .

» Biological tree growth that increases timber volume R
and value over time :

* Potential land value appreciation driven by scarcnty -
of suitable planting land s

» Eligibility for certain government grants and tax ad;lantagéé’ x -

Modern productive forestry increasingly integrates environmental design.
New woodland schemes typically incorporate native species areas, water
protection, and habitat creation alongside commercial timber production:

| 3
< .-L O ey mm et

Nature Restoration Forestry,
5 Environment Led Returns

‘Nature restoration forestry focuses on improving biodiversity,
oring degraded landscapes, and enhancing ecosystem
i es such as water quality, soil stability, and carbon storage.

il returns in nature restoration projects can arise through
several channels.

» Carbon credit generation from woodland creation
or peatland restoration

-+ Emerging biodiversity credit markets and habitat
banking opportunities

¢ Long term land value enhancement driven by
environmental designation and improved

~ ecological quality

* Income from diversified land uses such as
conservation grazing, recreation, or
environmental service agreements

N

A These projects often appeal to investors seeking measurable
fenwronmental outcomes alongside financial performance.

4 Increasmg corporate demand for high integrity environmental
credits is strengthening the commercial case for nature
restoration investment.




Mixed Objective Forestry, Balancing
Production and Restoration

Many modern forestry investments combine timber production wi
nature restoration objectives. This integrated approach spreads ri:
improves landscape resilience, and creates multiple income streams.

Mixed objective forestry can deliver.

Commercial timber output

Carbon credit generation

Biodiversity enhancement

Improved landscape and catchment management

Enhanced long term asset value through
environmental quality

19
This balanced approach reflects current best practice across the‘t_
UK forestry sector and aligns with evolving investor expectatlonsl\
around sustainability and responsible land stewardship.

Multiple Layers of Return Understanding Carbon
Forestry and nature restoration investments generate Cl’ed |t$ | N FO I’eStI’y

value across several complementary dimensions.

Carbon credits are generated when woodland

Timber Income creation or land restoration removes or stores
Periodic harvesting of commercial timber provides carbon dioxide from the atmosphere. Each
realised cash flow and exposure to growing demand verified credit represents a measurable amount
for sustainable construction materials. of carbon stored over a defined period.
Land Value Growth Not all carbon credits are equal. Investors and
Strategically located woodland can appreciate in value corporate buyers increasingly focus on three
through biological maturity, environmental designation, core principles.
and increasing scarcity of suitable land.

Credibility
Carbon and Environmental Credits Credits must be independently verified,
Verified environmental credits can provide additional transparently measured, and aligned with
income streams linked to corporate climate and recognised UK standards and registries.
biodiversity commitments.

Additionality
Portfolio Diversification Projects must demonstrate that carbon
Forestry performance drivers differ from equities, storage would not have occurred without the
bonds, and property, which can help reduce overall investment. This ensures credits represent
portfolio volatility. genuine climate benefit.
Legacy and Impact Value Long Term Stewardship
Ownership of woodland creates lasting environmental Woodland and restored habitats must be
and social benefits that support intergenerational maintained for many decades. Investors
wealth transfer and personal therefore require robust management
legacy goals. and governance structures that protect
For many sophisticated investors, these layered returns SslrenmEniEl Ny dnel esssi vale.
support a balanced portfolio structure where forestry The UK Woodland Carbon Code and emerging
acts as a stabilising allocation that compounds value biodiversity frameworks provide structured and

steadily over time. regulated approaches that support investor
confidence and market transparency.




Tax Efficiency, A Key Attraction of

UK Forestry Investment

UK forestry has long been recognised as one of the most tax efficient real asset classes available to private
investors. While tax treatment depends on individual circumstances and professional advice should always
be sought, commercial forestry currently benefits from several well established reliefs.

These reliefs can be particularly valuable for internationally mobile individuals and expatriate investors who
wish to retain exposure to UK assets while managing estate planning and cross border wealth structuring.

Inheritance Tax

From 6 April 2026, qualifying forestry and agricultural
assets benefit from significant Inheritance Tax reliefs.
Individuals can apply a combined allowance of up to
£2.5 million that qualifies for full relief. Asset values
above this threshold benefit from relief meaning an
effective tax rate of 20% above this threshold.

Unused allowance can be transferred between spouses,
including where the first death occurs before April
2026. For families with UK domiciled interests or UK
situated assets, forestry can play an important role in
preserving and transferring capital across generations.

Expatriate investors should note that UK Inheritance Tax
may still apply to UK land and property even where they
are resident overseas. Forestry ownership can therefore
provide an efficient means of holding UK real estate
assets within broader estate planning arrangements.

Income Tax

Capital Gains Tax

Commercial woodland ownership offers
favourable Capital Gains Tax treatment. There
is no Capital Gains Tax payable on the sale of
standing or felled timber.

Any increase in the underlying land value
remains subject to Capital Gains Tax in the
normal way. However, because biological tree
growth often represents a substantial portion
of overall investment return, this treatment can
significantly enhance net performance over the
life of a forestry asset.

For non UK resident investors, Capital Gains

Tax rules may still apply to gains arising from

UK land. Forestry can provide partial mitigation
where a significant proportion of value growth
arises from timber rather than land appreciation.

Income generated from the commercial occupation of woodland in the UK is generally exempt from
Income Tax. This includes income from timber sales and from land that is being actively prepared for

forestry establishment.

For expatriate investors, local tax treatment in their country of residence must also be considered. In
many cases, the UK exemption still provides strong structural efficiency and can support effective long

term reinvestment strategies.

Understanding the Risks

and disciplined long term stewardship.

Biological Risk Market Risk

As with any real asset investment, forestry involves risk. These risks are well
understood and can be managed through professional planning, diversification,

Regulatory Risk

Tree health can be affected
by weather events, pests, and
disease. Species selection,
site suitability, and active
management significantly
reduce these risks.

Timber and environmental
credit prices can fluctuate.
Long term demand
fundamentals and diversified
income streams help
moderate market volatility.

Forestry operates within

a structured planning and
environmental framework.
The UK benefits from clear
property rights, established
requlatory oversight, and
recognised environmental
accreditation systems.




Why the UK Offers a Strong Investment Environment

The UK forestry sector benefits from several structural strengths.

» Stable legal and property ownership systems

+ Deep professional expertise in forestry planning and land management
» Established timber processing and supply chains

* Globally recognised carbon and environmental accreditation standards

» Strong and growing demand for sustainable building materials and verified
environmental credits

These factors support long term investor confidence and have attracted increasing institutional and private
capital into the sector. For expatriate investors, the UK offers political stability, transparent regulation, and
globally respected environmental standards that support asset security and market credibility.

A Long Term Investment in Natural Capital

Forestry and land restoration represent more than a financial allocation. They are investments in natural
capital that support climate resilience, biodiversity recovery, and sustainable resource production.

For many investors, forestry supports disciplined long term decision making by encouraging patient
ownership, reduced exposure to short term market noise, and a focus on preserving and growing real asset
value across generations and jurisdictions.

Continuing the Conversation

Forestry investment opportunities vary widely depending on objectives, time horizon, residency status, and
preferred level of involvement. A thoughtful and well structured approach is essential to achieving both
financial and environmental outcomes.

If you would value a private discussion exploring how forestry or nature restoration could complement
your investment strategy, including considerations for internationally based investors, we would welcome
the opportunity to share practical insights and experience from delivering projects across the UK.

Please contact us for further information:

SCOTTISH
Q WOODLANDS

Contact: -( Investment Services:

Spectrum House, Inveralmond Place, David Robertson

Inveralmond Industrial Estate, Perth PH1 3TS Director of Investment and Business Development
T: 01738 505277 T: 01738 505277

E: enquiries@scottishwoodlands.co.uk E: david.robertson@scottishwoodlands.co.uk

15014001 1509001
Environmental Qualty
Management:

www.scottishwoodlands.co.uk




