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SDIC Merger Details Announced

SDIC announced on 7 July 2008, that the Board has approved the
merger of the Ordinary and C Shares. The number of Ordinary Shares
to be issued to the holders of C Shares will be based on the relative net
asset values of the two classes of shares as of 30 June 2008, subject to
any changes advised by the Company’s auditors.

The merger is set to take place on the date of publication of the annual
results for the year ended 30 June 2008 and is expected to occur no
later than 31 October 2008.

The Directors of SDIC believe the current market conditions make a
conversion of the C Shares into Ordinary Shares desirable, listing en-
hanced shareholder liquidity, better strategic positioning of the Com-
pany, reduced management fee on the combined portfolio and larger
resultant Ordinary Share portfolio among the benefits of such a move.
SDIC is adopting a prudent approach with regard to the overall size of
the C Share portfolio, and therefore the amount of associated leverage,
and believes strongly that this strategy is appropriate in the current
economic climate.

German Property Sector News

Changing German Demographics to Spur Housing
Demand:

Germany’s population over the age of 50 is set to rise from 31 million to
38 million (from 38% to just under 50% of the population) by the year
2020. FSO predicts an additional one million household formations by
2020, while Empirica Research predicts twice that amount.

To keep up with the current demand, an additional 280,000 new resi-
dential units are needed per year. In 2007, only 70,000 new units were
built (210,000 new units in 2006) with an estimated 50,000 homes being
torn down annually. Shortfall of new supply suggests future upward
pressure on rents.

Further to that, Dr. Thomas Beyerle, head of research at DEGI said
“With work demands requiring younger people up to the age of 45 to be
increasingly flexible, less people in this age group are interested in
buying apartments for themselves”, thus suggesting further potential
uplifts on rents, particularly in larger cities throughout Germany.

Troubles Continue to Pile Up for Dawnay, Day Empire:
Parent company Dawnay, Day has placed two of its property compa-
nies into administration as its directors sold more shares in Dawnay,
Day Treveria, the listed property fund. The group is also in discussions
over the sale of a 51% stake in its investment banking arm to a Portu-
guese bank as it seeks to sell assets to pay off debt.

Guy Naggar and Peter Klimt, the entrepreneurs behind Dawnay, Day
have sold almost all their remaining shares in Treveria at €0.30/share;
half of their value last month. They have disposed of about 4.7 million
shares in total and have been left with a 0.8% stake in the fund. Daw-
nay, Day owns gross assets of about $4 billion and manages a further
$6 billion.
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German Property Sector News Continued

German Building Land Prices Rose 6.5% in 2007:

The price of building land in Germany increased by 6.5% in 2007 over the
previous year, according to statistics published by the ifs Stadtebauinstitut
in Berlin. Hamburg has seen average prices rise the most, now at €663 per
square metre while Saxony-Anhalt has the lowest average price of €32 per
square metre.

According to Stefan Jokl, the head of the ifs Stadtebauinstitut, “The amount
of new-build activity has completely collapsed in the last ten years. Plan-
ning permissions granted between 1998 and 2007 decreased by 61.7%.
The restriction of new land for building purposes has led to these dispro-
portionate price increases.”

Urbanisation Trends Impact Residential Values:

In a further article by Die Welt, residential property values in rural German
areas were estimated to have fallen by 3.8% over the last year, whereas
they have appreciated by up to 12% in large cities. The highest value in-
creases are expected to be in Hamburg, Berlin, Munich, Stuttgart and
Frankfurt.

German Housing Construction Activity Falls Again:

According to a study recently published by the Landesbausparkassen
(LBS), building activity in Germany has fallen to its lowest level since the
end of the 2" World War. The number of homes built per thousand inhabi-
tants in 2007 was a mere 2.4, the lowest rate of all 19 European countries
surveyed by LBS. With low interest rates and a healthy employment mar-
ket, demand for homes across Germany is likely to increase in the coming
months and years. The current demand for homes exceeds the actual
supply by 50%.

Recent Economic News

German GDP Growth and Manufacturing Orders Decline:

July saw the sixth consecutive monthly decline in manufacturing orders in
Germany. GDP growth in Germany for 2008 is expected to be 2.3%, about
50% above the euro area as a whole. 2009 GDP growth in Germany is
predicted to gravitate towards the euro area’s predicted 1%.

The German economy is much more open to global trade than it was ten
years ago. Exports and imports of goods and services account for 86% of
overall GDP, compared to 45% in the early 1990s.

While the increased openness of the German economy clearly implies a
greater sensitivity to the global trade cycle (with export and import of goods
and services now accounting for 86% of GDP, compared to 45% in the
early 1990s), it is also a key driver of the restructuring progress witnessed
over the last few years. It is important to distinguish between the cyclical
deterioration (which in Germany’s case is mainly due to external factors
such as slowing global growth, stronger euro and higher commodity prices)
and the structural turnaround of domestic economic conditions.

Despite the convergence in headline GDP growth (primarily the result of
external factors) and the current environment of rising interest rates and
elevated inflation, domestic demand in Germany; in contrast to other Euro-
pean countries, has not been dragged down, implying solid underlying
economic conditions.
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German Residential Property Focused German Commercial Property Focused
Companies Companies
i Price % change Market Price/ Price % change Market

Company Ticker 31/07/08 YTD cap ( €NAY Commercial/Retail Ticker 31/07/08 YTD cap ( ©ricg/NAV
Deutsche Wohnen DWNI.DE 7.49 -66% 193 23%

Hamborner HAB.GR 7.58 -15% 173 67%
Franconofurt FFM.DE 4.86 -44% 43 39%
Speymill Deutsche Immobilien  SDIC.L 0.39 -57% 66  29% Eurocastle ECT.NA 4.87 -70% 311 21%
TAG Tegernsee TEG.DE 4.53 -32% 148 37% )

Develica Deutschland DDE.L 0.18 -76% 44 18%
Colonia Real Estate KBU.DE 7.05 -58% 158 53%

ORCO ORC.FP 24.60 -70% 269 22%
SDCC SDCC.L 0.31 -62% 78 33%
Bau-Verein Hamburg BVH.DE 4.20 -11% 98  55% VG IVG.DE 12.90 -44% 1,496 43%
GAGFAH GFJ.DE 9.30 -25% 2,098 69%

Deutsche Land plc DLD.L £0.31 -36% 78 46%
Puma Brandenburg PUMA.L £0.68 -15% 143 56%

Dawnay Day Treveria DTR.L 0.31 -62% 184 28%
Average NAV Valuation 44%
Trading Companies DIC Asset DAZ.DE 15.20 -30% 477 73%
Estavis E7S.DE 4.83 -69% 39 40%

Deutsche Euroshop DEQ.DE 2317 -2% 796 85%
Vivacon VIA.DE 7.57 -43% 150 46%

IMW Immobilien GARY.DE 23.00 -18% 350 112%
Patrizia P1Z.DE 2.54 -55% 132 54%

Average NAV Valuation 51%
Average NAV Valuation 46%

Speymill Market Commentary

Residential

The German residential sector again exhibited extensive declines in share prices throughout the month of July. Tracked stocks lost a total of EUR228 million in market cap and prices dropped by
a weighted average of 3.7%, down 40% YTD. Deutsche Wohnen and Patrizia experienced significant losses of 24% and 22% respectively; with the former shedding EUR61 million and the latter
EURS38 million in market value. Franconofurt shares recovered to EUR4.86, up 25.3%, after a 47% fall from EUR7.28 last month. Vivacon (up 20.7% to EUR7.57) and GAGFAH (up 1.9% to EUR
9.30) were the only other two stocks to rise in July. SDIC fell 35% to EUR0.39 and SDCC 44% to EURO0.31. YTD, Estavis and Deutsche Wohnen have displayed the largest share price declines,
down 69% and 66% respectively and wiping a combined total of EUR462 million from their market caps. Bau-Verein zu Hamburg and Puma Brandenburg remain the best performing shares this
year. The weighted average discount to NAV for the non-trading residential sector is circa 40%, with GAGFAH at 35% and Deutsche Wohnen at 77%. SDIC and SDCC share prices are at dis-
counts of 71% and 67% respectively.

Commercial

As in June, tracked commercial stocks marginally outperformed those in the residential sector, though still decreased by an overall weighted average of 3%. This equates to a combined loss of
approximately EUR437 million. IVG shares exhibited the only positive monthly change, rising 5% from EUR12.26 to EUR12.90, whilst Develica Deutschland (down 46%) and Dawnay Day (down
45%) were the worst affected. ORCO and Eurocastle also demonstrated declines of over 30%. IMW remains the only company that is currently trading at a premium to NAV, despite a 2.1% slip
in share price in July. The largest discounts were displayed by Develica Deutschland, Eurocastle and ORCO stocks, at 82%, 79% and 78% respectively.
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