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Year Revenue PBT* EPS* DPS PE Yield
End (Em) (Em) (9)] () ® (%)
03/06 0.0 (0.2 (11.6) 0.0 N/A N/A
03/07 0.2 0.1) (4.4) 0.0 N/A N/A
03/08e 0.5 0.1 1.5 0.0 68.3 N/A
03/09e 0.7 0.3 6.1 0.0 16.8 N/A

Note: *PBT and EPS are normalised, excluding goodwill amortisation and exceptional items

Investment summary: The future's bright

Alpha Strategic continues to work towards building out a platform to diversify hedge
fund returns. H1 08 numbers were encouraging, providing comfort that the group is
likely to post a modest profit for the current year. Driving this is tight cost control and
strong performance from Winton Alpha, which continues to perform well and grow
FUM. Offsetting this are legal fees associated with aborted transactions as the group

works towards adding a second fund to its platform.

Winton: Funding running costs, performing well

Our expectation for the Winton Alpha fund is to have AUM of ¢.$100m by midyear.
This compares to $46m in December 2007. The fund is likely to benefit from (a)
strong performance: the fund posting an 18% return over 2007, and (b) expanding
the marketing territories, which now include Germany, Austria and Switzerland (the
Swiss regulator has now given approval to market the fund). Horizon 21, which is to
market the fund, is restructuring its own operations to target these new markets.
Winton’s contribution continues to fund Alpha’s running costs as it looks to add a

second fund.

Continuing to talk to hedge funds, opportunities improving

Alpha looks to be on the verge of signing a second fund to its platform based on
guidance given regarding H2 08 legal fees associated with a transaction. A
combination of difficult markets and the changes to the UK CGT rules is leading to

more constructive dialogue with hedge fund owners.

Valuation: Step change in approach expected soon

Our core valuation is DCF based. Assuming Winton reaches its $100m target, we
value Alpha Strategic on this basis at 167p. If Alpha is successful in adding a second
fund, we believe that there is likely to be a step change in both the risk profile and the
profitability of the company, allowing for a more meaningful comparison to a financial
sector P/E.
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to gain exposure to a platform for the
pooling of hedge funds.

Valuation

2007 2008e 2009e
P/E relative N/A  169% 93%
P/CF N/A 21.0 10.5
EV/Sdes 54 1.7 1.1
ROE N/A 1% 3%
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Exhibit 1: Financial summary

£'000 2006 2007 2008e 2009e
Year end 31 March UK GAAP IFRS IFRS IFRS
PROFIT & LOSS
Revenue 0 191 503 730
Cost of Sales (282) (445) (488) (503)
Gross Profit (282) (254) 15 227
EBITDA (282) (225) 44 256
Operating Profit (before GW and except.) (282) (254) 15 227
Intangible Amortisation 0 0 [6) 6}
Exceptionals 0 o] (0] [0)
Other o] 0 0] 0]
Operating Profit (282) (254) 15 227
Net Interest 73 110 54 63
Profit Before Tax (norm) (209) (144 69 290
Profit Before Tax (FRS 3) (209) (144) 69 290
Tax o] 0 (21) (87)
Profit After Tax (norm) (209) (144 48 203
Profit After Tax (FRS 3) (209) (144) 48 203
Average Number of Shares Outstanding (m) 1.8 3.3 3.3 3.3
EPS - normalised (p) (11.6) (4.4) 1.5 6.1
EPS - FRS 3 (p) (11.6) 4.4) 1.5 6.1
Dividend per share (p) 0.0 0.0 0.0 0.0
Gross Margin (%) n/a (133.0) 3.0 31.1
EBITDA Margin (%) n/a (117.8) 8.7 35.1
Operating Margin (before GW and except.) (%) n/a (133.0) 3.0 31.1
BALANCE SHEET
Fixed Assets 0 415 417 417
Intangible Assets 0 415 415 415
Tangible Assets 0 0 2 2
Investments 6] 6] 0] 0]
Current Assets 2,557 2,340 2,410 2,484
Stocks 6] 0 0] 0
Debtors 8 39 150 200
Cash 73 167 260 284
Investments 2,476 2,134 2,000 2,000
Current Liabilities (87) (53) (100) 140
Creditors 37) (53) (100) 140
Short term borrowings 0 0 ¢} 6}
Long Term Liabilities 0 0 0 0
Long term borrowings 0 0 6} [6)
Other long term liabilities 0 0 6] [0}
Net Assets 2,520 2,702 2,727 3,041
CASH FLOW
Operating Cash Flow (253) (269) (20) (39)
Net Interest 73 110 113 63
Tax 0 0 0] 0]
Capex 0 0 0] 0
Acquisitions/disposals (2,476) 253 [0} [0}
Financing 2,729 0 6} [0}
Dividends [0) 0 6} 0]
Net Cash Flow 73 94 93 24
Opening net debt/(cash) 0 (73) (167) (260)
HP finance leases initiated 0 0 [0) [0)
Other o] 0 0] 0]
Closing net debt/(cash) (73) (167) (260) (284)

Source: Company accounts, Edison Investment Research

EDISON INVESTMENT RESEARCH LIMITED

Edison is Europe’s leading independent investment research company. With a team of 44 including 29 analysts supported by a department of supervisory analysts, editors and
assistants, Edison writes on more than 200 companies across every sector. Working directly with corporates, investment banks and fund managers, Edison’s research is read by
every major institutional investor in the UK, as well as by the private client broker and international investor communities. Edison was founded in 2003 and is authorised and regulated
by the Financial Services Authority.

DISCLAIMER

Copyright 2008 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Alpha Strategic and prepared and issued by Edison Investment
Research Limited for publication in the United Kingdom. All information used in the publication of this report, has been compiled from publicly available sources that are believed to
be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison
Investment Research Limited at the time of publication. The research in this document is intended for professional advisors in the United Kingdom for use in their role as advisors. It is
not intended for private individuals or investors. This is not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. This document is provided for
information purposes only and should not be construed as an offer or solicitation for investment. A marketing communication under FSA Rules, this document has not been prepared
in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination
of investment research. Edison Investment Research Limited has a restrictive policy relating to personal dealing. Edison Investment Research Limited is authorised and regulated by
the Financial Services Authority (FSA) for the conduct of investment business. The company does not hold any positions in the securities mentioned in this report. However, its
directors, officers, employees and contractors may have a position in any or related securities mentioned in this report. Edison Investment Research Limited or its affiiates may
perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large
and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is
not necessarily a guide to future performance.

Edison Investment Research

Bracton House, 34-36 High Holborn, London, WC1V 6AE tel: +44 (0)20 7190 1760 fax: +44 (0)20 7190 1759 www.edisoninvestmentresearch.co.uk
Registered in England, number 4794244, Edison Investment Research is authorised and regulated by the Financial Services Authority.
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