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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take, you should consult your stockbroker, bank
manager, solicitor, accountant or other independent financial adviser authorised under the Financial
Services and Markets Act 2000 immediately.

If you have sold or otherwise transferred all of your ordinary stock in The Scottish Investment Trust PLC,
please forward this document and the accompanying form of proxy as soon as possible to the purchaser
or transferee or to the stockbroker, bank or other agent through whom the sale or transfer was or is being
effected for delivery to the purchaser or transferee.
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The Company

Company Data as at 31 October 2007

STOCKHOLDERS’ FUNDS
TOTAL ASSETS (with borrowings at par) MARKET CAPITALISATION

£910,574,000 £802,353,000 £710,275,000

Objectives of The Scottish Investment Trust PLC (SIT)
To provide investors, over the longer term, with above average returns through a diversified portfolio of
international equities and to achieve dividend growth ahead of UK inflation. The company’s investment

policy is shown in the Directors’ Report on page 18.

Investment Risk

The SIT investment portfolio is diversified over a range of industries and regions in order to spread risk.
SIT has a long-term policy of borrowing money to invest in equities in the expectation that this will improve
returns. However, should stockmarkets fall, such borrowings would magnify any losses. Investment risk is

considered in more detail on pages 18 and 19 of the Directors’ Report.

Performance Comparators

The company does not have a formal benchmark. Performance is reviewed in the context of returns
achieved by a broad basket of UK equities through the FTSE All-Share Index™ and of international equities
through the FTSE All-World Index™. The portfolio is not modelled on any index.

Management
The company is managed by its own employees led by the manager who is responsible to the directors for

all aspects of the day to day management of the company.

Capital Structure
At 31 October 2007 the company had in issue 134,267,515 ordinary stock units and long-term borrowings at
par amounted to £107,372,000 with an average annual interest cost of 5.9%.

Management Expenses
The total expenses of managing the company’s business during the year were £4,709,000, equivalent to
0.61% of average stockholders’ funds. The company aims to keep this percentage low in comparison with

competing investment products.

PEP, ISA and SIPP

The ordinary units are eligible for PEPs, ISAs and SIPPs. Details of all of the savings schemes offered by
SIT Savings Ltd are shown on page 42.

The Association of Investment Companies (AIC)
The company is a member of the AIC, the trade organisation for the closed-ended investment company

industry.
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Ten Year Record

NAV

Earnings Dividend NAV Stock (debtat

per per Total Stock- (debtatpar) price per par)

Year to ordinary ordinary Total expense Total holders’ perordinary ordinary Discount total

31 October unitnet unitnet expenses ratio assets funds unit unit to NAV return

(9% (p)* £'000 % £'000 £'000 (P (p) %" %

1997 6.29 6.25 3,310 0.34 1,101,239 1,020,680 360.1 306.0 = 13.8

1998 6.41 6.50 3,751 035 1,176,244 1,095,685 386.6 344.0 - 9.0

1999 8.34 6.65 4,467 037 1,364,145 1,287,086 466.4 3935 - 227

2000 7.93 6.90 4,568 035 1578998 1,356,861 538.9 457.0 14.6 171

2001 9.33 7.05 4821 043 1,130,370 908,066 4021 359.0 87 —24.4

2002 8.24 7.50 4,558 0.58 893,915 671,443 3148 259.0 15.6 —20.2

2003 9.28 7.80 4,129 0.59 942,154 719,515 3421 281.0 16.2 11.5

2004’ 9.29 8.10 4,108 0.56 888,578 739,342 353.9 298.8 14.3 6.2

2005’ 9.86 8.40 3973 049 1044315 894,412 4281 377.0 9.5 236

2006 9.39 8.72 4,481 0.55 839,641 730,594 5104 451.0 85 213

2007 11.02 9.10 4,709 0.61 910,574 802,353 597.6 529.0 9.9 19.5

Ten Year Growth Record
NAV (debt NAV (debt NAV Stock

Earnings Dividend at market) atpar) Stock (debt at price per UKFTSE FTSE

per per Retail per per price per par) per ordinary All-Share All-World

ordinary ordinary Prices ordinary ordinary ordinary ordinary unit unit Index Index

unit net’ unit net? Index unit unit unit totalreturn totalreturn totalreturn totalreturn

1997 100.0 100.0 100.0 - 100.0 100.0 100.0 100.0 100.0 100.0

1998 101.9 104.0 103.1 - 107.4 1124 109.0 1145 1121 113.7

1999 132.6 106.4 104.4 - 129.5 128.6 133.7 1335 1331 147.3

2000 1261 1104 107.6 100.0 149.6 149.3 156.6 157.5 1442 170.5

2001 1483 1128 109.3 735 1117 1173 1184 1257 116.0 1276

2002 131.0 120.0 1115 57.4 874 846 94.6 928 959 102.6

2003 1475 124.8 1145 62.7 95.0 918 1055 103.8 109.0 118.6

2004’ 1477 129.6 1182 66.0 98.3 97.6 1120 1141 1217 1255

2005’ 156.8 1344 121.2 78.7 1189 1232 1384 1475 1457 149.7

2006 1493 139.5 1256 934 1417 1474 167.9 180.0 1773 1713

2007 175.2 145.6 131.0 111.0 166.0 172.9 200.7 216.0 201.5 197.0
Ten Year Return

Per Annum 5.8% 3.8% 2.7% - 5.2% 5.6% 7.2% 8.0% 7.3% 7.0%
Five Year Return

Per Annum 6.0% 3.9% 3.3% 14.1% 13.7% 15.4% 16.2% 18.4% 16.0% 13.9%

1. From 1 November 1999 to 31 October 2005 the company charged two-thirds of eligible expenses and finance costs to capital reserve-realised and since 1 November
2005 the company has charged half of eligible expenses and finance costs to capital reserve-realised.

2. Excluding special dividends of 0.75p in 1998, 1.00p in 2001, 2.00p in 2006 and 2.00p in 2007.

3. Figures for 2004 and 2005 have been restated, where applicable, in accordance with accounting changes.

4. Discount to NAV (after deducting dividends proposed but not paid) with borrowings at market value.
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Financial Highlights

2007 2006 change
CAPITAL NAV with borrowings at par 597.6p 510.4p +17.1%
NAV with borrowings at market value 593.9p 499.7p +18.9%
Stock price per ordinary unit 529.0p 451.0p +17.3%
Discountto NAV (after deducting dividends proposed
but not paid) with borrowings at market value 9.9% 8.5%
FTSE All-World Index +12.5%
UK FTSE All-Share Index +10.0%
£'000 £°000
Equity investments 835,357 750,870
Net current assets 75217 88,771
Total assets 910,574 839,641
Borrowings at par (107,372) (107,252)
Pension liability (849) (1,795)
Equity stockholders’ funds 802,353 730,594
INCOME Total income 23,704 23,755
Earnings per ordinary unit 11.02p 9.39p
Dividend per ordinary unit 9.10p 8.72p +4.4%
Special dividend per ordinary unit 2.00p 2.00p
UK Retail Prices Index +4.2%
YEAR’S HIGH & LOW Year to Year to
(based on NAV after deducting dividends 31 October 2007 31 October 2006
proposed but not paid) High Low High Low
Published NAV with borrowings at market value 587.3p 4938.1p 512.9p 416.7p
Closing stock price 535.0p 444.5p 465.5p 377.0p
Discount with borrowings at market value 9.9% 6.6% 10.6% 7.2%
PERFORMANCE
NAV* and Stock Price Against Comparator Indices
5years to 31 October 2007
220
—— Stock Price
200
— NAV
180 —— FTSE All-Share Index
—— FTSE All-World Index
160
140
120
100 A—
80
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*NAV with borrowings at par
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Chairman’s Statement

CAPITAL

Over the year to 31 October 2007 the net asset
value per ordinary unit (NAV) with borrowings
at par rose by 17.1%, ahead of the company’s
principal comparator indices, the FTSE All-
World Index which rose by 12.5% and the UK
FTSE All-Share Index which rose by 10.0%.
Measured with borrowings at market value, the
NAV increased by 18.9%. The NAV performance
again reflected the contribution from the global
equity portfolio which outperformed the FTSE
All-World Index for a fourth consecutive year.
Good stock selection was achieved across the
portfolio with strong contributions from a
number of sectors including Oil & Gas,
Consumer Goods, Consumer Services and
Telecommunications. The largest individual
contributions came from China Mobile,
Nintendo, National Oilwell Varco and
Guangzhou R&F Properties.

Critical to the successful performance during
the period was a timely move out of Financials.
From the beginning of the financial year, we
steadily sold some £88m of financial holdings,
particularly those with clear exposure to
investment banking, as we sensed an end to
buoyant market conditions. The proceeds were
reinvested in a number of new and existing
holdings across different industries. In
particular, the additions to holdings in the oil
service industry were highly profitable. We also
lowered significantly our exposure to the
pharmaceutical industry which subsequently
proved to be the worst performing sector
globally. These sector changes had the effect of
lowering exposure to the UK and increasing
North America. We also made cautious but
profitable initial moves into South Africa and
India. Effective gearing was maintained at an
average of 108% over the year, within a range
of 100% to 105%.

Industry sector returns over the year were far
more widely dispersed than in 2006. The poor
returns from Financials reflected the crisis in
financial markets emanating from the
deterioration in the US sub-prime mortgage
market—the dominant feature of the year.
Weakness in Financials, Health Care and
Consumer Services meant that the other seven
major industry groups in the All-World Index
generated above-market returns. The variation
in regional stockmarket sterling performance
was extreme, ranging from increases of over
50% for both Asia Pacific (ex Japan) and Latin

America to a decline of 6% for Japan. It was
important that we were well represented in Asia
Pacific (ex Japan) and our holdings there
collectively matched that region’s exceptional
return while our small collection of Japanese
investments also did well, returning 20.0%.
Europe (ex UK) and North America both
recorded double-digit gainsin local currency;
the latter was reduced to just 5.3% in sterling
owing to dollar weakness, while euro strength
pushed Europe (ex UK) sterling returns to 17.9%.

As was the case last year, merger and
acquisition activity had a marked bearing on
performance. Our portfolio benefited as ten
holdings merged or were acquired or
approached, including Scottish & Newcastle, to
which we had added, and ScottishPower. Over
the year, we eliminated smaller investments and
reduced the number of holdings in the global
listed portfolio by 19 to 98. The portfolio remains
widely diversified by industry and geographic
location of operations.

The restructuring of the investment
management approach in January 2004
continued to yield benefits. Between the end of
January 2004 and 31 October 2007, the NAV
with borrowings at par rose by 70.9%,
outperforming our comparator indices: the
FTSE All-World Index rose by 49.3% and the UK
FTSE All-Share Index rose by 57.9%. Over the
same period the stock price rose by 92.4%.

INCOME

Dividend income generated was again strong
and ahead of our expectations. Good dividend
growth combined with higher interest rates on
deposits, control over expenses and a reduced
weighted average number of stock units
allowed earnings per ordinary unit to increase
by 17.4% to 11.02p (2006 — 9.39p).

The board is recommending an increase of
4.4% in the regular dividend for the year to
9.10p per ordinary unit (2006 — 8.72p), which
compares with the October UK RPI annual
inflation rate of 4.2%. We have increased our
dividend in each of the last 24 years and itis a
stated objective of the company to increase the
dividend by more than the UK rate of inflation.
In view of the strength of dividend income
growth and the company’s strong revenue
reserve position, the board is again
recommending an additional special dividend
of 2.00p per ordinary unit, making a combined
distribution for the year of 11.10p.

The Scottish Investment Trust PLC



Chairman’s Statement

STOCK PRICE, BUYBACKS AND DISCOUNT
The stock price rose by 17.3%, broadly
mirroring the NAV performance and reaching
an all-time high of 535p in October 2007. Under
the company’s buyback policy, 8.9m stock units
were repurchased for cancellation over the
financial year (utilising 5.89 percentage points
of the 14.99% authority renewed at the January
2007 AGM) at an average discount of 9.5% and
a cost of £44.2m inclusive of dealing expenses.
The repurchases were funded from net
reductions to the equity portfolio. The average
discount over the year, with borrowings at
market value, was 9.1% and the estimated
average daily discount since the introduction of
the scheme in February 2006 was also 9.1%.
The stock price discount to NAV (after
deducting dividends proposed but not paid)
with borrowings at market value widened to
9.9% (2006 — 8.5%) at the year end.

COMPANY SECRETARY

lain Harding retired in October after 28 years of
service as company secretary. lain was a quite
exceptionally able and loyal servant to the
company over this long period and, on behalf
of the board and stockholders, | would like to
record our appreciation for his distinguished
service. lain has been succeeded by Steven
Hay, who had been assistant secretary since
2008.

OUTLOOK

This was a year of extremes in financial
markets. Most major regional stockmarket
indices reached all-time highs, with notably
strong performances from China-linked and
Latin American stockmarkets. It is remarkable
that such strong returns were achieved in the
face of high oil prices and slowing growth in
large parts of the world and especially while the
fullimplications of the credit crisis, for both
financial institutions and the wider world
economy, remain unknown.

While corporate profits are generally forecast to
rise again in 2008, expectations for the rate of
growth are being lowered in the US and other
developed markets. Although equity valuations
generally appear reasonable by historic
standards, some wide variations within sectors
are appearing and after some very strong
gains, a number of prominent growth stocks
and China-linked equities are on demanding
valuations. Volatility within markets has risen
again and, though central banks have begun
to reduce interest rates, some near-term caution
is warranted. We have enjoyed a strong bull
market in equities since 2003, but conditions are
now likely to be more difficult.

&B’V’Z/lem m : &} 2"’"/ i1 C’( N

Douglas McDougall
Chairman
30 November 2007
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Board of Directors

*tDouglas McDougall OBE (63)
was appointed to the board in September 1998 and became chairman in October 2003. He is chairman of The
Law Debenture Corporation, The Independent Investment Trust and Foreign & Colonial Eurotrust and a director
of The Monks Investment Trust, Pacific Horizon Investment Trust and Herald Investment Trust. He is a former
senior partner of Baillie Gifford & Co and a former chairman of IMRO, the Association of Investment Companies
and the Fund Managers’ Association.

Sir George Mathewson CBE LLD FRSE (67)

joined the board in 1981. He was chief executive of the Scottish Development Agency from 1981 to 1987. He
joined the Royal Bank of Scotland Group in 1987 and in 1990 was appointed deputy group chief executive. In
1992 he was appointed group chief executive and, following the acquisition of NatWest, was appointed executive
deputy chairman in 2000. In 2001 Sir George became chairman of the group, retiring from the chairmanship in
2006 but continuing as an adviser. He was president of the International Monetary Conference from 2005 to 2006.
He is a director of Stagecoach Group and chairman of Toscafund Holdings and Cheviot Capital. In 2007 he was
appointed chairman of the Council of Economic Advisers to The Scottish Government, chairman of Wood
Mackenzie and chairman of The Royal Botanic Garden Edinburgh Board of Trustees.

Francis Finlay (64)

joined the board in November 1996. He is chairman of the New York based international fund management firm
Clay Finlay, which he co-founded in 1982, and a director of SVG Capital. Previously he held senior investment
management positions with Lazard Fréres and Morgan Guaranty in Paris and New York. He is also a director of
a number of international investment companies and charitable organisations.

*tHamish Buchan (63)
was appointed to the board in November 2003. He was, until recently, chairman of the Association of Investment
Companies and was formerly chairman of NatWest Securities in Scotland. He is chairman of JP Morgan
American Investment Trust and a director of Aberforth Smaller Companies Trust, Personal Assets Trust and
Standard Life European Private Equity Trust. He is chairman of the remuneration committee.

*tJames MacLeod (66)
was appointed to the board in September 2005. He is a chartered accountant. He was a partner in Ernst &
Young and its predecessor firms for 25 years until his retirement in 1998 and specialised in corporate tax,
particularly for investment trusts and insurance companies. He was a visiting professor at the University of
Edinburgh until 2001. He is a director of British Assets Trust, INVESCO Perpetual AIM VCT and INVESCO
Perpetual Recovery Trust 2011. He is chairman of the audit committee.

* Member of audit committee
T Member of remuneration committee
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Management

Manager

John Kennedy

Investment Management

Hugh Duff Assistant Manager, Senior Investment Manager (UK)

Martin Robertson Assistant Manager, Senior Investment Manager (Europe)
James Kinghorn Senior Investment Manager (Americas)

Howard Kippax Senior Investment Manager (Pacific)

Secretary

Steven Hay

Assistant Secretary

Michael Creasey

Head of Statistics and Information Technology

Neill Wood

Investor Relations and Compliance Manager

Alan Jamieson

Marketing Manager — SIT Savings Ltd.

Sherry-Ann Sweeting
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Management Review

Summary

® Stockmarkets were again strong with the FTSE All-World Index rising 12.5% in sterling.

® NAVroseby17.1%,ahead of comparatorindices for the third consecutive year.

Global equity portfolio outperformed global equity markets for a fourth consecutive year.

® Performance reflected good stock selection across a number of sectors.

GLOBAL EQUITY MARKET REVIEW

Global equity markets rose for the fifth consecutive
company financial year, continuing the recovery
from the lows of March 2003. The global FTSE All-
World Index and UK FTSE All-Share Index both rose
over the year, by 12.5% and 10.0% respectively in
sterling terms.

The world economy remained strong over the period
and maintained the growth momentum of recent
years in spite of rising oil prices. However, stark
differentials emerged between the higher growth
parts of the world and the G7 countries which
collectively grew by 2.7% in 2006 and are expected
to slow to nearer 2% in 2007 and 2008. As the

US economy decelerated, reflecting increased
short-term interest rates in the previous year and the
pressures of a weakening housing market, world
growth became more reliant on China and India
which both continued to generate GDP growth of
over 10%.

Oil Price
Year to 31 October 2007
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Source: Thomson Datastream

The key developments over the year hinged
around the US economy and specifically, its
housing market. Data from the US housing and
construction markets had been deteriorating early

The stock price rose by 17.3% and the average discount over the year was 9.1%.

in the period and continued to worsen over the
summer months. While US GDP data for the first
quarter of 2007 confirmed that a slowdown was
underway, inflation remained stubbornly high.
European growth appeared to peak as its
export-led recovery was not boosted by domestic
consumption. Japan too stopped accelerating and
produced disappointing growth with signs that
deflation has not yet been eradicated. The UK
economy maintained its steady progress with real
growth of around 3%. However, UK inflation was
also persistently high and the Governor of the
Bank of England was obliged to write a letter of
explanation to the then Chancellor, Gordon Brown.

The economic patterns over the year had clear
linkages into global equity markets. The first linkage
was through the transmission of deteriorating US
residential property fundamentals into the so-called
“sub-prime” (lower credit quality) mortgage market
financial crisis which dominated the year and hit
financial sectors. The second was through the
extraordinary gains made by the equity markets of
Latin America, Asia Pacific (ex Japan) and Middle
East & Africa as capital was drawn to the shares of
companies operating in these high growth emerging
regions.

G7 central banks were more focused on inflation
control early in the year and did not anticipate the
impending economic and financial market difficulties
as official short-term rates were increased in a
number of major economies including the UK (from
4.75% 10 5.75%), Eurozone (from 3.25% to 4.00%)
and even Japan where rates were raised by 0.25%
to 0.5% in February. The Federal Reserve Bank
(Fed) kept US official rates on hold at 5.25% for over
12 months from mid-2006 until concerns over the
impact on the economy from the unfolding sub-
prime mortgage market crisis prompted an
emergency 0.5% cutin the discount rate (a rate at
which it lends to banks) in August. This was then
followed up by two cuts in Fed Funds in September
and October to leave US rates at 4.5%.
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Management Review

Stockmarket Performance
10 years to 31 October 2007
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Global equities made steady progress over the first
part of the year, rising by 10.6% to the end of May
2007. There was a brief setback during that period
as profit taking hit the buoyant Chinese equity
market on fears of tighter regulation. This spilled
over into other markets as fears of US recession
took hold.

However, these concerns were shaken off and
regional stockmarkets continued to advance over
the early summer to reach new all-time highs in
many cases with clear leadership by emerging
markets equities and Asia Pacific (ex Japan).
Chinese equities, both in mainland China and on the
Hong Kong Exchange were rampant by mid-year
and there were signs emerging of a bubble in
valuations of many Chinese stocks. This reflected
extraordinary demand from domestic investors for
these shares despite various measures taken by
authorities to cool demand including a tripling of
stamp duty in May.

Global markets fell sharply over the summer months
of June to early August as the extent of the problems
facing financial markets due to the deteriorating
sub-prime mortgage market became evident. A
string of disclosures concerning losses on sub-prime
related investments by banks and hedge funds
snowballed into a full-blown global financial crisis.
Banks and financial institutions worldwide were
found to have been investing in complex securities
which ultimately proved to be riskier than their

bond ratings implied. By August, UK inter-bank
money markets had ceased to function normally as
suspicions of major losses spread and central banks
began to intervene with emergency liquidity. The
crisis led to the first run on a UK bank since 1866.
However, encouraged by decisive interest rate action
by the Fed in mid-August, markets rallied over the
last part of the company’s year to October.

Regional Performances
Year to 31 October 2007
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Indices are components of the FTSE All-World Index Series

While the FTSE All-World Index returned 12.5% in
sterling terms, the variation in returns by its regional
components was unusually wide. By far the
strongest returns came from Latin America and Asia
Pacific (ex Japan) which rose by 58.5% and 50.9%
respectively in sterling, followed by the smaller Middle
East & Africa region (34.8%). These three regions
have been clear outperformers of the rest of the
world since markets bottomed in 2003. Of the
developed regions, only Europe (ex UK) beat the
global return, rising 17.9% (14.3% in local terms).
The UK was held back by its heavy exposure to
banks and pharmaceuticals and only rose by 9.7%.
Dollar weakness saw the reasonable 13.4% dollar
return from North America shrink to 5.3% in sterling
terms while the worst return globally came from
Japan where a flat local return translated to a
sterling decline of 6.1%. Currency has had a role in
Japan and North America producing the lowest
sterling returns in each of the last two years.
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Industry Performance
Year to 31 October 2007
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Industry sector returns were widely dispersed. The
weakest areas were first, Health Care which fell 2.9%
due to ongoing problems in the pharmaceutical
industry; second, Financials, which gained only
1.1% over the year with underperformance in all
regions; and third, Consumer Services (+1.1%),
reflecting fears over consumer spending which hit
general retailing shares. All other industry sectors
outperformed with the best returns coming from
Basic Materials (+48.8%) reflecting the strength of
mining and metals shares which benefited from
continued strong demand from China. Other areas
of strength globally included Telecommunications
(+26.5%), particularly mobile phone shares, and Qll
& Gas (+25.9%).

Performance Attribution Analysis

Year to 31 October 2007

%
Increase in NAV +17.1
Increase in FTSE All-World Index +125
Relative performance +4.1
Sector allocation —1.1
Stock selection +4.6
Total equities +35
Gearing +0.4
Currency movement on cash deposits 0.0
Buybacks +0.6
Interest and expenses charged to capital -05
Reduction in pension liability +0.1
Relative performance +4.1

The company’s NAV with borrowings at par
increased by 17.1%, beating both of the company’s
comparator indices, the global FTSE All-World Index
which rose by 12.5% and the UK FTSE All-Share
Index which rose by 10.0%.

The global equity portfolio has generated superior
returns compared to the FTSE All-World Index in
each of the past four years.

The FTSE All-World Index is the more appropriate
comparator index for relative performance
attribution given the global nature of the investment
portfolio. Comparison with the UK FTSE All-Share
Index demonstrates to UK based investors the
benefit, or otherwise, of diversifying into overseas
stockmarkets.

The majority of the 4.1% relative NAV
outperformance against the FTSE All-World Index
was attributable to stock selection (+4.6%) with
good or in-line stock selection results in nine of the
ten industry groups. Sector allocations suffered from
being, in relative terms, under-represented in the
strong Basic Materials industry. The effects of being
geared, at an average of 103% over the year, added
0.4% while the benefit of stock buybacks (+0.6%)
more than offset interest and expenses charged to
capital (-0.5%).

Dividend income from portfolio investments was
again strong and this, combined with higher interest
rates on deposits, control over expenses and a
reduced weighted average number of stock units,
allowed earnings per ordinary unit to increase by
17.4% to 11.02p (2006 — 9.39p).
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Management Review

Changes in Asset Distribution by Sector

Year to 31 October 2007 Net

Opening Purchases/ Appreciation/ Closing

Valuation (Sales) (Depreciation) Valuation

£m £m £m £m

Oil & Gas 522 26.5 26.0 104.7
Basic Materials 17.3 8.6 1.0 36.9
Industrials 84.0 13.6 243 121.9
Consumer Goods 59.3 20.6 27.0 106.9
Health Care 67.3 (20.7) (2.5) 441
Consumer Services 92.5 (12.8) 6.0 85.7
Telecommunications 241 30.6 219 76.6
Utilities 32.6 (17.1) 42 19.7
Financials 271.7 (74.3) (9.1) 188.3"
Technology 499 (8.8) 95 50.6
Total equities 7509 (33.8) 1183 8354
Net current assets 88.7 (13.8) 0.3 752
Total assets 839.6 (47.6) 118.6 910.6
Borrowings (107.3) (0.1) 0.0 (107.4)
Pension liability (1.7) 0.0 09 (0.8)
Equity stockholders’ funds 730.6 (47.7)? 119.5 8024

1 Includes £15.1m of investments which are unlisted.

2 Includes stock buybacks and interest, expenses & tax apportioned to capital.

Distribution of Total Assets

by Sector
At 31 October 2007

I/

v

2007 2006

% %

Oil & Gas 1.5 6.2
Basic Materials 4.0 2.0
Industrials 13.4 10.0
Consumer Goods 1.7 71
Health Care 4.8 8.0
Consumer Services 9.4 11.0

. Telecommunications 8.4 2.9
B uviities 22 3.9
B Firanciais 20.7 32.4
. Technology 5.6 5.9
Net current assets 8.3 10.6

Total assets 100.0 100.0

Distribution of Total Assets

by Region
At 31 October 2007

N

<

2007 2006

% %

UK 321 37.9
Europe (ex UK) 17.7 17.8
North America 22.7 18.7

Latin America 1.0 0.6
Japan 3.1 3.8

Asia Pacific (ex Japan) 14.3 10.6

B Vidde East & Africa 08 -
. Net current assets 8.3 10.6
Total assets 100.0 100.0
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Changes in Distribution

After having reduced effective gearing from the
relatively high levels employed as markets bottomed
in 2003, effective gearing (after deducting dividends
proposed but not paid) was maintained within a
range of 100% to 105% over the year and at an
average of 103%. This was slightly below the level of
2006 (105%). Effective gearing ended the year at
105%. The potential gearing, that s if total
borrowings were invested in equities, was 113.5%
(2006 — 114.9%). The average interest cost of
borrowings, all of which are fixed rate and long-term,
i$5.9% (2006 —5.9%). Net current assets at the year
end totalled £75.2m or 8.3% of total assets (2006 —
10.6%) and the total equity portfolio appreciated by
£118.3m (2006 — £140.1m).

Over the year, we made net sales of equities of
£33.8m and lowered net current assets to finance
stock buybacks of £44.2m inclusive of dealing
expenses. Looking at changes in distribution in
terms of industry exposure, by far the largest change
was a reduction in Financials of £74.3m. Financials
holdings provided the lion’s share of gains in the
previous year (£51.0m) and the decision was made
to take profits and reduce exposure early in the year
in anticipation of an end to the benevolent market
conditions for the industry. Sales were focused on
banks and financial institutions which had direct
exposure to financial markets and investment
banking in particular. These reductions, which were
largely implemented in early summer before the
worst of that industry’s share price performance, had
a material beneficial impact on relative performance
over the year. We made net investments in a number
of areas, most notably Telecommunications (£30.6m)
where the focus was on mobile operators in high
growth areas, and Qil & Gas (£26.5m) with large
additions to oil service companies benefiting from
strong demand conditions. Exposure to Health Care
was lowered as large pharmaceuticals companies
continued to struggle in difficult markets.

In geographic terms, these stock and industry
decisions led to net sales of £51.1m from UK
holdings and net purchases of £37.9m in North
America.

OIL & GAS

Oil & Gas holdings performed well over the year,
appreciating by £26.0m against a supportive
backdrop of higher oil prices. Within Oil & Gas
Producers, we concentrated holdings by selling
three outright including BP (uk) and built up retained
selections including Suncor Energy (canada),
ConocoPhillips us) and BG Group (uk). Stock
selection benefited from excellent performances from
PetroChina (cnhina) and BG Group which appreciated
by £5.3m and £3.0m respectively.

However, the main focus was on the oil equipment
and services area with additions of £26.6m and
three new US holdings; Diamond Offshore Drilling,
National Oilwell Varco and Pride International.
National Oilwell Varco, a broadly based oil industry
equipment supplier, performed spectacularly well
and appreciated by £6.0m. Oil driller holding
Todco (us) was acquired by its peer Hercules
Offshore (us) and we retained a holding in the latter.

BASIC MATERIALS

The Basic Materials industry group provided the
highest industry returns globally (+48.8%) reflecting
sustained buoyant demand for metals and minerals
from Asia and China in particular. SIT industry
selections performed even more strongly with
excellent contributions from BHP Billiton (uk) and Rio
Tinto (k) which appreciated by £5.2m and £3.4m
respectively. However, relative performance against
the FTSE All-World Index suffered from the portfolio
being under-represented in this area. A new holding
in crop specialist Monsanto (us) generated good
early gains (£2.2m) and a new holding was also
taken in Chinese paper and cardboard group, Nine
Dragons Paper (Hk).

INDUSTRIALS

Industrials also benefited from global growth
patterns over the year and the portfolio was
appropriately positioned to benefit with good
selection results. During the year, net additions of
£13.6m were made and holdings appreciated by
£24.3m. There was considerable activity as nine
holdings were sold outright, including Swift
Transportation (us) which was taken private by its
founder and Wolseley (uk) which we feared was likely
to be impacted by the US housing market. Eight new
names were introduced including infra-red
applications specialist Flir Systems (us) which
appreciated by £4.7m and South African
construction engineering group Murray & Roberts.
Other useful contributions were generated by
outsourcing service company Serco (uk), French
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concessions-to-construction group Vinci and a new
holding, Finnish mining equipment supplier, Outotec.
The single largest industry gain came from the
holding in Singapore-based marine engineering
group Keppel Corp (£5.6m) which was a beneficiary
of the strong demand for oil rigs in which itis a
global leader.

CONSUMER GOODS

Against a backdrop of generally weakening
consumer sentiment, it was striking that the largest
absolute industry group gains (£27.0m) should come
through Consumer Goods holdings. We added
£20.6m to this industry group and achieved good
stock selection results. During the year, the holding
in Japanese electronic games designer Nintendo
was built into one of the largest positions in the
belief that its latest products would beat
expectations. This holding appreciated by £6.8m, the
second largest overall individual gain, and some
profits were taken late in the year. £9.0m was added
to the holding in Scottish & Newcastle (uk) ahead of
an approach from European rival brewers which
helped the holding appreciate by £5.0m. A new
holding late in the previous year, automotive group
Fiat (taly), performed well as its restructuring and
product development continued to plan, yielding an
appreciation of £4.9m. Helpful mid-year additions to
Fiat were funded from a complete sale of Toyota
Motor wapan), which subsequently underperformed, as
we believed its operational excellence was largely
priced in. Other useful contributions came from new
holding Li & Fung (Hong kong), a global sourcing
agent, German tyre group, Continental, and Imperial
Tobacco (uk).

HEALTH CARE

Health Care achieved the lowest returns of all the
global industry groups largely owing to difficulties
within the pharmaceutical industry where global
sector returns were negative. While portfolio
selections were neutral in aggregate, performance
benefited from the decision to make net sales of
£20.7m while exiting AstraZeneca (uk),
GlaxoSmithKline (ux), Johnson & Johnson (us),
Sanofi-Aventis (France) and Amgen (us). Excellent
returns, especially for this industry, were earned by
Australian blood groups specialist CSL (£4.8m) and
new holding Gilead Sciences (us) (£1.3m). Health
care equipment holdings generally did better than
pharmaceuticals.

CONSUMER SERVICES

After a strong showing in the previous year,
Consumer Services sectors were mixed this year with
weakness in General Retailers and Media.
Performance benefited from lightening in this area
with net sales of £22.4m made in these two sectors
including outright sales of Vivendi (France) and
Japanese electronic goods retailer Yamada Denki.
Stock selection performance here was good
however benefiting from a very strong performance
again from Hong Kong-listed fashion group Esprit
Holdings which appreciated by £5.1m. Laureate
Education (us) was acquired by private investors and
there was a benefit from further progress by UK
transport operator, First Group.

TELECOMMUNICATIONS

The company’s exposure to the Telecommunications
industry in recent years has been modest. However,
the biggest sector addition in the year was an
investment of £30.6m in Telecommunications as we
sought opportunities with less cyclical growth. In so
doing there were four new holdings added:
European and Latin American operator Telefénica
(spain), US giant AT&T, Mexican mobile leader
América Movil and Bharti Airtel (ndia). By far the
largest contribution for the entire portfolio came
from Chinese mobile phone behemoth, China
Mobile, which was built up over the year and which
ended up as the largest holding at the year end.
After a spectacular share price performance which
benefited from the demand for mainland and Hong
Kong-listed Chinese equities, the holding
appreciated by a remarkable £13.6m. With Chinese
valuations becoming full, the decision was made to
take profits in China Mobile just before the year end.

UTILITIES

Utilities outperformed global markets again and
company holdings appreciated by £4.2m with good
contributions from ScottishPower (uk) which received
a bid early in the year from Spanish electricity group
Iberdrola. AWG (uk) also succumbed to M&A while
German energy group E.On again performed well
(+£2.0m).

FINANCIALS

The dominant theme over the second half of the
year was the deterioration in financial markets
stemming from the US sub-prime mortgage crisis
referred to earlier. Consequently, the share price
performance of the Financials industry group was
also poor. Twelve months ago, Financials had made
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the largest contribution to portfolio performance and
at the beginning of the year, just over one-third of
the portfolio was in this area.

Taking the view that conditions in financial markets
could not stay as positive as they had been, steady
reductions were made to Financials holdings with an
acceleration of this programme in June by the end
of which we had made reductions of £88.3m with net
reductions for the year ending at £74.3m. Reductions
were focused on holdings which we felt would have
been vulnerable to weakness in financial markets
and investment banking in particular and included
outright sales of UBS (switzerland) and Deutsche

Bank (germany). In the case of Barclays (uk), which
started the year as the largest holding, useful
sizeable reductions were made early in the year with
total net reductions of £11.8m. Nevertheless, the
Barclays share price fell by 14.6% and even the
much reduced holding depreciated by £2.3m. Most
Financials holdings underperformed the broader
market and the aggregate depreciation of £9.1m
was incurred across a number of names with US
stocks generating the largest depreciation. Amidst
the poor performances from Financials holdings,
where stock selection was not good, there were
spectacular gains from Hong Kong-listed Chinese
property developer Guangzhou R&F Properties
whose share price more than tripled during the year
as the holding appreciated by £5.9m. As was the
case with China Mobile, some profits were taken
later in the year.

TECHNOLOGY

There were good selection results within Technology
Hardware & Equipment with new holdings Apple (us)
and Nokia (Finland) making excellent early
contributions, appreciating by £2.9m and £2.3m
respectively, as demand for their differentiated
product lines exceeded expectations. Existing
technology manufacturing holdings Hon Hai
Precision Industry (taiwan) and Cisco Systems (us) also
did well in robust technology markets.

UNLISTED PORTFOLIO

The company’s unlisted portfolio appreciated by
£7.3m, reflecting good uplifts in value from Apax
Europe V-B and the listed HgCapital Trust (uk).

Net distributions from the maturing unlisted portfolio
partnerships totalled £13.0m including final proceeds
from the highly successful Aberforth LP 1B. No new
partnerships were entered into during the year and
outstanding commitments to invest in partnerships
totalled £1.9m (2006 — £3.1m).

The unlisted portfolio was valued at £25.0m (2006 —
£30.7m) which is equivalent to 3.1% of stockholders’
funds. Included in the unlisted portfolio is £9.9m
(2006 —£8.5m) invested in listed funds which
specialise in unlisted investments.

Portfolio Turnover

Total purchases of investments amounted to
£388.2m (2006 £234.0m) and sales were £422.0m
(2006 — £554.9m including the tender offer-related
sales of £278.9m). The ratio of investment sales as a
percentage of average total assets was 48.2%
(2006 — 34.6% excluding tender offer sales).
Commission paid to brokers during the year was
£1.3m (2006 —£1.1m).

Forward currency contracts were used to
guarantee exchange rates for a portion of our
US dollar-denominated income.

Holdings In UK Listed Investment Companies

The company’s holdings include investments in

UK listed investment companies of £21.7m (2006 —
£26.8m). These are held to provide, variously,
exposure to private equity, commercial property and
environmental equities.

The company has a policy not to invest more than
15% of gross assets in other UK listed investment
companies.
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Discountto NAV*
with borrowings at market value
4 years to 31 October 2007
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*After deducting dividends proposed but not paid.

Stock Price, Discount and Buybacks

The stock price rose by 17.3% (2006 — 19.6%) to
529p over the year reflecting the 18.9% (2006 —
18.7%) rise in NAV with borrowings at market value
and slight widening of the discount at the year end
10 9.9% (2006 —8.5%) after deducting dividends
proposed but not paid, attributable largely to a very
strong performance by US holdings on the last day
of the year but after the close of the UK market.

Under the company’s buyback policy which is
intended to maintain the discount at 9% or lessin
normal market conditions, 8.9m stock units were
repurchased for cancellation over the financial year
(utilising 5.89 percentage points of the existing 14.99%
authority) at an average discount of 9.5% and a cost
of £44.2m inclusive of dealing expenses. The
repurchases were funded from net reductions to the
equity portfolio and cash. The average discount over
the year, with borrowings at market value, was

9.1% and the estimated average daily discount since
the introduction of the scheme in February 2006 was
als0 9.1%.

Analysis of Stock Register

At 31 October 2007 Ordinary

Capital
Category of holder Number %
Individuals 26,526 64.1*
Investment companies 40 45
Insurance companies 11 19.0
Pension funds 33 56
Other 121 6.8
Total 26,731 100.0

*Includes 17.9% held in SIT Savings’ products.

GLOSSARY

Total assets means total assets less current
liabilities.

NAV is net asset value per ordinary unit with
borrowings at par or market value, as stated.

Borrowings at par is the book value of the
company’s borrowings, the nominal value less
unamortised issue expenses.

Borrowings at market value is the company’s
estimate of the fair value of its borrowings.

Discount is the difference between the market price
and the NAV, expressed as a percentage of the NAV.

Gearing is the term used to describe the process of
borrowing money for investment purposes in the
expectation that the returns on the investments
purchased will exceed the cost of those borrowings.

Potential gearing is the gearing ratio if all
borrowings were invested in equities (stockholders’
funds + borrowings at par), expressed as a
percentage of stockholders’ funds.

Effective gearing is the net geared position of the
company taking into account only those borrowings
which have been invested in equities (stockholders’
funds + borrowings at par — net current assets),
expressed as a percentage of stockholders’ funds.

After deducting dividends proposed but not paid
refers to adjustments made to the year end NAV for
gearing and discount calculations, whereby
dividends proposed but not paid are deducted, in
order to provide consistency with the discount and
gearing statistics published throughout the year.

GDP references are to gross domestic product
adjusted for inflation.

Industry Classification Benchmark (ICB) is used for
industrial and geographical analysis. ICB is jointly owned
by FTSE and Dow Jones and has been licensed for use. All
rights, therein are reserved. FTSE and Dow Jones do not
accept liability to any person for any loss or damage
arising out of any error or omission in the ICB.
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Distribution of Total Assets by Sector

Based on total assets at 31 October 2007of £910.6m (2006 — £839.6m)

October October

2007 2006

Total Total

% %

Oil & Gas 11.5 6.2
Oil & Gas Producers 6.1 4.9
Oil Equipment, Services & Distribution 54 1.3
Basic Materials 4.0 2.0
Chemicals 1.1 0.3
Forestry & Paper 0.3 -
Mining 2.6 1.7
Industrials 13.4 10.0
Construction & Materials 2.1 24
Aerospace & Defence 1.8 05
General Industrials 1.3 17
Electronic & Electrical Equipment 1.7 14
Industrial Engineering 3.3 09
Industrial Transportation - 09
Support Services 32 22
Consumer Goods 11.7 71
Automobiles & Parts 33 33
Beverages 3.2 14
Food Producers - 04
Household Goods 1.5 12
Leisure Goods 1.6 -
Personal Goods 1.2 -
Tobacco 0.9 0.8
Health Care 4.8 8.0
Health Care Equipment & Services 2.3 1.6
Pharmaceuticals & Biotechnology 25 6.4
Consumer Services 9.4 11.0
Food & Drug Retailers 2.8 1.8
General Retailers 2.7 45
Media 1.5 30
Travel & Leisure 24 1.7
Telecommunications 8.4 2.9
Fixed Line Telecommunications 4.2 14
Mobile Telecommunications 4.2 15
Utilities 2.2 3.9
Electricity 0.5 15
Gas, Water & Multiutilities 1.7 24
Financials 20.7 32.4
Banks 115 16.0
Non-life Insurance 2.6 38
Life Insurance 0.8 20
Real Estate 1.5 2.3
General Financial 1.2 4.3
Equity Investment Instruments 3.1 4.0
Technology 5.6 5.9
Software & Computer Services 1.2 20
Technology Hardware & Equipment 44 39
Total Equities 91.7 89.4
Net Current Assets 8.3 10.6
Total Assets 100.0 100.0

At 31 October 2007 the company held no convertible securities (2006 — nil).
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List of Investments

Listed holdings

Market Cumulative

Listed holdings

Market Cumulative

value weight value weight
Holding Country £°000 % Holding Country £°000 %
China Mobile Hong Kong 22,672* Adobe Systems USA 6,721
Scottish & Newcastle UK 20,390* Pride International USA 6,650
BG Group UK 17,095* Outotec Finland 6,598
Fiat Italy 16,564* Hartford Financial USA 6,597
Esprit Holdings Hong Kong  16,540* Hercules Offshore USA 6,410
BT UK 15,146* Meggitt UK 6,350
Nintendo Japan 14,470* National Grid UK 6,146
ConocoPhillips USA 13,897* Guangzhou R & F Properties China 6,005
National Oilwell Varco USA 13,730* EnCana Canada 5,983
AT&T USA 13,678* 19.7 Siemens Germany 5,809 84.7
Continental Germany 13,522 E.On Germany 5,795
Tesco UK 12,686 Komatsu Japan 5,665
Serco UK 12,558 MSC Industrial Direct USA 5,493
Lloyds TSB UK 12,391 Anglo Irish Bank Ireland 5,451
Keppel Corp Singapore 12,351 Marks & Spencer UK 5,282
Smith International USA 12,296 East Japan Railway Japan 5141
ANZ Bank Australia 11,755 United Business Media UK 4,975
Hon Hai Precision Industry ~ Taiwan 11,655 Spectris UK 4,959
Vodafone UK 11,540 Rofin-Sinar Technologies Germany 4817
Barclays UK 11,508 34.3 Impax Environmental Markets UK 4,020 90.8
HSBC Holdings UK 11,103 Whitbread UK 3,960
Nokia Finland 11,062 Tenaga Nasional Malaysia 3,940
BHP Billiton UK 10,866 Fletcher Building New Zealand 3916
De La Rue UK 10,745 Tod’s Italy 3915
Royal Bank of Scotland UK 10,369 Sage UK 3,820
Diamond Offshore Drilling USA 10,201 United Utilities UK 3,807
Monsanto USA 10,108 Lonmin UK 3,776
FirstGroup UK 10,038 Desarrolladora Homex Mexico 3,743
McKesson USA 10,028 Zimmer Holdings USA 3,636
Fresenius Medical Care Germany 10,004 46.8 Nine Dragons Paper Hong Kong 3,094 95.3
UniCredit Italy 9,907 Walgreen USA 3,033
Persimmon UK 9,900 Walmex Mexico 2,974
HgCapital Trust UK 9,864 Thomas Cook UK 2,965
Société Générale France 9,843 Invista Foundation Property UK 2,899
Suncor Energy Canada 9,737 Orix Japan 2,766
Flir Systems USA 9,658 Invista European Real Estate UK 2,496
Allianz Germany 9,513 Standard Life Inv. Property UK 2,375
Oshkosh Truck USA 9,348 Bharti Airtel India 2,218
Gilead Sciences USA 9,227 América Movil Mexico 2,105
Telefonica Spain 9,186 58.3 Others (under £1m) (1) 55
Cisco Systems USA 9,085 Total listed equities 820,251 98.2
Rio Tinto UK 9,083
BNP Paribas France 8,850
InBev Belgium 8,825 Unlisted holdings
Imperial Tobacco UK 8,726 Holding Country £000
Petroph|na China 8,687 Boston Ventures VI USA 4513
iggis EEA :’gz Apax Europe V — B UK 4313

’ Boston Ventures V USA 1,564

Informa UK . 8,09 Heritable Property & Loans UK 1,362
Murray & Roberts South Africa 7,703 68.6 1818 Fund Il USA 875
Vinci France 7,484 Sprout Capital VI USA 699
Legal & General UK 7,438 Sprout Capital VIII USA 656
Roche Switzerland 7,189 Cahill Warnock Strategic
Psychiatric Solutions USA 7,164 Partners USA 541
HCC Insurance USA 7,111 Others (under £0.5m) (7) 583
Kookmin Bank Korea 7,013 Total unlisted equities 15,106 1.8
Investor Sweden 6,976
CSL Australia 6,901
DBS Singapore 6,885
Li & Fung Hong Kong 6,791 771 Total equities 835,357 100.0

*Denotes ten largest holdings with an aggregate market value of £164,182,000.
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Directors’ Report

Business Review

Investment policy

The company carries on its business as a global
growth investment trust. Its objective is to provide
investors, over the longer term, with above average
returns through a diversified portfolio of international
equities and to achieve dividend growth ahead of
UK inflation.

In order to achieve this objective, the company
invests in an integrated global portfolio constructed
through an investment process whereby assets are
primarily allocated on the basis of the investment
merits of individual stocks rather than that of
regions, sectors or themes.

The company’s portfolio is actively managed and, as
a result, is relatively concentrated and typically will
contain 70 to 120 listed international equity
investments. The portfolio is widely diversified both
by industrial sector and geographic location of
investments in order to spread investment risk.

Whilst performance is measured against major
global and UK indices, the composition of indices
has no influence on investment decisions or the
construction of the portfolio. As a result, it is
expected that the company’s investment portfolio
and performance should deviate from the
comparator indices.

Since the company’s assets are invested globally
and without regard to the composition of any index,
there are no restrictions on maximum or minimum
exposures to specific geographic regions, industry
sectors or unlisted investments. However, such
exposures are reported in detail to, and monitored
by, the board at each board meeting in order to
ensure that adequate diversification is maintained.

Liquidity and long-term borrowings are managed
with the aim of improving returns to stockholders. In
pursuing its investment objective, from time to time
the company will hold certain financial instruments
comprising equity and non-equity shares, fixed
income securities, interests in limited liability
partnerships, structured products, cash and liquid
resources. The company may use derivatives for
hedging or tactical investment purposes with the
prior authorisation of the board. However, it is the
policy of the company not to trade in such
instruments. In any case, no derivative transactions
may take place without the prior authorisation of the
board. The company has the ability to enter into

contracts to hedge against currency risks on both
capital and income.

The company’s investment activities are subject to
the following limitations and restrictions:

® Under the company’s articles of association, up
to 40% of the company’s total assets (as at the
last audited balance sheet) may be used to
make investments of up to a maximum of 8% of
the value of total assets in any one company, at
the time the investment is made. Thereafter,
individual investments may not exceed 3% of the
value of total assets, at the time the investment
is made.

® The levels of effective and potential gearing are
monitored closely by the board and manager.
The company applies a ceiling on effective
gearing of 120%. While effective gearing will be
employed in a typical range of 100% to 120%, the
company retains the ability to lower equity
exposure below 100% if deemed appropriate.

® The company has a policy not to invest more
than 15% of gross assets in other UK listed
investment companies.

® The company may not make investments in
respect of which there is unlimited liability.

Investment policy — implementation

During the year under review, the assets of the
company were invested in accordance with the
company’s investment policy. For details of how the
company’s absolute performance and relative
performance compared to its comparator indices
were achieved, please refer to the Management
Review on pages 8 to 15.

A fulllist of holdings is disclosed on page 17 and
detailed analyses of the spread of investments by
geographic region and industry sector are shown on
pages 11 and 16. Further analysis of changes in
asset distribution by industry sector over the year
and the sources of gain and loss is shown on

page 11. An attribution of NAV relative performance
against a global equity index is also shown on

page 10.

At the year end the number of listed holdings was
100 including two holdings which were held within
the company’s unlisted portfolio.

The top 10 holdings comprise 18.0% of total assets
(200