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()2 FOREWORD Achieving returns in
challenging markets

Welcome to our Summer 2008 Newsletter. Much has
changed in the world of business and nance since we last
went to print. In particular, the well publicised dif culties experienced by
a number of banks have led to a reduction in the money supply, or credit
crunch , which has impacted on businesses seeking to raise debt to expand
or to facilitate a corporate action, such as a management buy-out (MBO).

=

o
X
Z
=

O NEW CLIENT
RELATIONSHIPS

This more challenging environment can however provide us with enhanced
opportunities for our VCT investors. The reduced availability of debt means
that companies which could otherwise be acquired or expand wholly on
debt are now seeking private equity funding, whilst our entry price (or PE
NEW ratio) for private company transactions has noticeably eased as realism
INVESTMENTS creeps into vendor expectations. Furthermore, where we are investing to
buy a business and facilitate new ownership, the reduced availability of
debt often means that those selling a business can only achieve a partial
realisation, leaving part of their proceeds tied up until the business is
eventually sold to trade or oated.

With an eye to a slightly uncertain future, we are currently very focussed on
investing in sectors which offer defensive qualities, and businesses which have
strong visibility of revenues. Ideally these revenues will have annuity type
characteristics, where turnover is partly identi able for several years ahead,
and where possible will be either compulsory or regulatory-driven spend.

05 AiM UPDATE

On page 4 you can read about some of our deals completed in the rst half
of 2008. Nessco Group is a long established world class business based in

PORTEOLIO Aberdeen, operating in the booming market for energy services, a sector in
0 NEWS which we remain very active. Jock Gardiner, who runs our business in the
North of Scotland, explains more about the sector on page 7.

: o> We have also invested for the rst time in the training sector this

‘ year. Bolton based Training for Travel has grown quickly, on the back of
government led and funded initiatives, to improve levels of training and
bring more people into the travel industry. This type of business, where

INVESTING IN there is clear and identi able demand alongside funding from the Learning
THE ENERGY Skills Council, meets the criteria we believe are necessary to achieve best
SERVICES value when our investors realise their holdings.
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Underpinning our investment activity is the objective to drive good exit

values from our deals and provide shareholders with high levels of tax-

free income. Working closely with the VCT boards, we have been able to

generate improved levels of tax-free yield from most of our VCT funds over

0 CONTACT the last few years. We recognise that this remains a key requirement for
DETAILS many of our investors.

On a more general note, since the last newsletter there have been two
signi cant developments for our business. In March we were awarded the
contract for the management of Gateway VCT, a former technology VCT
with signi cant liquidity, which will increase our investment pool. We have
also recently formed an alliance with Core Capital LLP to jointly consider
new investments, which markedly increases our investment repower. This
alliance also provides advisers with access to a team that can supply wholly
integrated funding packages to fast growing private companies, often
without the need for bank facilities. Full details of the Gateway and Core
relationships are on Page 3.

| hope you enjoy our new-look Newsletter.

Bill Nixon, Head of Investment, Growth Capital
E: bill.nixon@aberdeen-asset.com
T: 0141 306 7400 / 020 7463 6000






