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Alpha Strategic (APS.L)

The difficult second album

Having secured its second deal in July, Alpha Strategic has now convinced
on both its strategy and its ability to do deals. The agreement with IKOS Asset
Management Limited ("IMAL") has diversified the Company’s revenue stream, will
make a significant contribution to the bottom line and places the company in a good
position to secure more deals in the future.

Earnings straight to the bottom line

While the final results highlighted Alpha Strategic’s previous dependence
on its Winton contract, it also showed that even in the most challenging of
markets that the Winton contract covers Alpha Strategic’s costs. With a
stable and visible cost base, the guarantee of at least US$800,000 from IKOS deal
will flow straight through to earnings. Additionally, the improved macro economic
environment should result in increased AuM for Alpha Strategic’s partners and an
increase in management fees.

Well set for future growth

With the second deal done, £2.2m of cash at the year end and multiple
negotiations underway, a third deal could be very attractive. Due to the lean
cost structure, any additional deal should have a dramatic impact on earnings. The
forecasts below assume that no other deals occur and looks at Alpha Strategic on an
as its basis. Any deal done on the same basis as the two previous ones would result
in a significant upgrade to earnings.

Year End March 2009A 2010E 2011E 2012E
Turnover (£000) 342.0 586.9 859.2 989.2
EBITDA (£000) (170.0) 64.7 326.6 446.0
EVO PBT (£000) (136.0) 66.7 328.6 453.0
EPS (p) (4.8) 1.5 5.2 7.2
Growth PBT (%) 149% 393% 38%
Growth EPS (%) 131% 255% 38%
P/E (x) n/a 62.4 17.6 12.8
EV/ EBITDA (x) n/a 31.6 6.3 4.6
EV/ Turnover (x) 6.0 3.5 2.4 2.1

EVO Securities makes markets in this stock

EVO Securities is broker and/or advisor and has in the last twelve months acted as broker and/or advisor or provided
investment banking services, for which it has received compensation within the next three months.

Under the Markets in Financial Instruments Directive and the Financial Services Authority’s Conduct of Business Rules,
this document is a marketing communication and has not been prepared in accordance with legal requirements
designed to promote the independence of investment research. Although it is not subject to any legal requirement
prohibiting dealing ahead of the dissemination of investment research, Evolution Securities Ltd upholds this standard
throuah its internal svstems and controls.
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Overview

Alpha Strategic aims to create partnerships with hedge fund managers,
in which managers exchange small parts of their ongoing management
and performance fees for a one off cash payment and a shareholding in
Alpha Strategic.

Alpha Strategic seeks to enter into agreements with a diverse range of
complementary hedge fund managers who;

a. operate investment strategies and generate returns from asset classes
that are uncorrelated; and

b. are proven performers, with demonstrable long term track records over
long periods and who rely on genuine skills and research, as opposed to
merely profiting in bull markets.

The objective of Alpha Strategic’s structure is to create a blended revenue
stream, with strong growth and reduced volatility that will deliver a return to
shareholders in all market conditions.

What's in it for funds?

Alpha Strategic’s business model provides hedge fund managers with a
range of benefits through participation.

While there are a range of attractions that come with Alpha Stategic’s structure.
We see the key benefits as follows:-

o Diversification and hedging: A key attraction of the Alpha Strategic
model is providing the opportunity for a fund manager to flip part of its
income stream into a diversified and near-zero correlated pool of
income. Alpha Strategic can effectively provide a hedge for fund
managers against the performance of its niche, asset class or sector,
which gives increased security.

e A liquidity event with control retained: As well as providing an
option to diversify income streams, Alpha Strategic offers fund
managers the chance to swap income into a tradeable and transferrable
security through becoming shareholders in the Company. This can be
appealing as method of extracting value from the business they have
built, without being significantly diluted or ceding control of the
business.

¢ Tax and Capital planning: Holding transferrable securities allows fund
managers to effect capital planning or distribution and inheritance or
estate planning, again without ceding control of the business. The IHT
and taper tax relief attached to holding AIM stocks can further enhance
this position. With the changes to Income Tax due in April 2010, these
features will become even more attractive.
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What's in it for shareholders?

The attraction for shareholders is an investment in a basket of diverse
and uncorrelated income streams, produced by quality fund managers
with proven track records and overseen by an experienced Board.

The IKOS Deal

Under Alpha Strategic’s deal signed with IKOS in July, it will receive
7.2% of the aggregate fees received by IAML relating to the IKOS G10
Currency Fund (the 'Currency Fund'). Alpha Strategic will receive at
least $800,000 during the first year of this agreement.

The structure of the deal involved Alpha Strategic acquiring Acme Advisors
Limited (‘Acme'), a wholly owned subsidiary of IAML. Through the incorporation
of Acme Alpha Strategic will provide promotion, sales and distribution advisory
services to IAML relating to the Currency Fund. Under the agreement, Acme will
receive 7.2% of IAML's aggregate management and performance fees from the
Currency Fund in return for these services.

IKOS Asset Management

IKOS is one of the first independent hedge funds in Europe. It was
founded in 1993 by Dr. Martin Coward and Elena Ambrosiadou. With an
asset base of approximately $1.4bn, IKOS is listed among Europe's 30
largest single manager hedge funds (Financial News September 2009).

IKOS operates from six main locations and/or trade execution and research sites
in New York, Tokyo, Vienna, London Cyprus and Monaco. IKOS creates state of
the art technology to capture Alpha from trading in global financial markets,
including equities, currencies, commodities, interest rates, indices and bonds.
IKOS focuses on scalable, repeatable strategies using scientific methods. It
benefits from high frequency trading in markets which have become increasingly
electronic.

Winton Capital Management

Winton Capital Management Limited is a specialist alternative
investment manager. Since starting in 1997, the company has become
one of the most successful quantitative managers in the world with
approximately USD13 billion under management.

WCM's investment philosophy aims to achieve long term capital appreciation
through compound growth. This is achieved through pursuing a diversified
trading scheme without reliance on favourable conditions in any particular
market, nor does it depend on general appreciation of asset values.
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Conclusion and a word on forecasts

There is no doubt that it has taken Alpha Strategic significantly longer
to secure its second deal than management anticipated. However, the
quality of the counter party was worth waiting for and represents a significant
“tick in the box” for Alpha Strategic. Given that Alpha Strategic now has
partnerships with Winton and IKOS we believe that it should be easier for future
partners to get over issues of proving the concept and being “first mover”. This
bodes well for future earnings enhancing deals.

Our forecasts assume no further deals. They are based on:

e Revenue of £320,000 from Winton for FY10E, an improvement of
£50,000 in FY11E

e Revenue from Winton returning to normal levels of £500,000 in FY12E

e Revenue of £367,000 from 3 quarters of income from the IKOS deal in
FY10E

e £489,000 from a full year of IKOS income in FY11E and FY12E. This
assumes the same levels of income and spot FX rate.

e A steady cost base of £500,000, marginally increasing by 2% per
annum

e Minimal depreciation and interest

The shares are currently on a high P/E which should become
significantly lower were another deal to be completed.

This document is issued by Evolution Securities Ltd (ESL) (Incorporated in England No. 2316630), which is authorised and regulated in the United
Kingdom by the Financial Services Authority (FSA) for designated investment business and is a member of the London Stock Exchange.

This document is for information purposes only and should not be regarded as an offer or solicitation to buy the securities or other instruments
mentioned in it. Expressions of opinions are those of the corporate finance department of ESL only and are subject to change without notice. No
representation or warranty, either expressed or implied, is made nor responsibility of any kind is accepted by any Evolution Group company, its
directors or employees either as to the accuracy or completeness of any information stated in this document.

ESL and/or its officers, directors and employees may have or take positions in securities mentioned in this document (or in any related investment)
and may from time to time dispose of any such securities (or instrument). ESL acts as a market maker in the securities of companies discussed in
this document (or related investments), and may sell them or buy them from customers on a principal basis and may also perform underwriting
services for or relating to those companies.

ESL or persons connected with it may provide or may have provided corporate services to the issuers of securities mentioned in this
material and recipients of this document should not therefore rely on this report as being an impartial document. Accordingly,
information may be known to ESL or persons connected with it which is not reflected in this material.

ESL has a policy in relation to the management of the firms conflicts of interest, this is available at:
https:/ /research.evosecurities.com/conflicts.pdf

The stated price of any securities mentioned herein is as at the end of 23 October 2009 on this document unless otherwise stated and is not a
representation that any transaction can be effected at this price. No personal recommendation is being made to you; the securities referred to may
not be suitable for you and should not be relied upon in substitution for the exercise of independent judgement. Forecasts are not a reliable
indication of future performance and an investment in equity could put your capital at risk

ESL shall not be liable for any direct or indirect damages, including lost profits arising in any way from the information contained in this material.
This material is for the use of intended recipients only and only for distribution to professional and institutional investors, i.e. persons who are
authorised persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or persons who
have been categorised by ESL as professional clients under the rules of the FSA.

This document is being supplied to you solely for your information and may not be reproduced, re-distributed or passed to any other person or
published in whole or in part for any purpose.

The material in this document is not intended for distribution or use outside the European Economic Area. This material is not directed at you if ESL
is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you.

Unless otherwise stated, the source for all forecasts included in this document is Evolution Securities and the source for historic results data is the
company being reported on.

Evolution»

SECURITIES

100 Wood Street London EC2V 7AN
tel: 44 (0)20 7071 4300 fax: 44 (0)20 7071 4457
email: research@evosecurities.com





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


