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Ghiective
Capital growth from emerging markets worldwide

Investment Policies

- To invest 1n a diversified portfolio, concentrating on countries and shares with the most
attractive prospects To have no more than 50% of the Company’s assets wvested in any
oneregion

- To 1nvest no more than 159 of gross assets 1n other UK hsted investment companies
{including investment trusts)

Further details on investment policies and risk management are given in the Directors’
Report on page 16

Benchmark
The MSCI Emerging Markets Free Index in sterhing terms

Company Structure
The Company has an authorised share capital of 296,000,000 ordinary shares of 25p each
of which 110,303,742 were 1n 1ssue at the year end

Continuation Vote

At the Extraordinary General Meeting held on 31st March 2006, a Special Resolution of
the shareholders approved the conttnuation of the Company until the Annual General
Meetng 1n 2008 and at three yearly intervals thereafter

Management Company
'The Company employs JPMorgan Asset Management (UK) Limited (‘TPMAM’) to
manage 1ts assets
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Financial Results

Total Returns (capital plus income)

+4.7%

Return to shareholders?
(2007 +39.9%)

2.0})

Dividen
(2007: 2 Op)

+2.5%

Return on net assets?
(2007. +41.4%)

Long Term Performance
for penods ended 30th June 2008

+5.5%

Benchmark return®
(2007 +33.7%)

A glossary of terms and definitions 1s provided on page 56

‘Source Standard 8 Poor's — waw furxis. morringstar com
Source Fundamental Data - www funddata.com

Source Datastream The Compamy’s benchmark is the MSCI Emerging Markets Free Index (in sterling terms)
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Chairman’s Statement

It 1 pleasing to report a positive return over the year as against a fall in most of the
man financial markets However, for the first tume 1n five years we have
underperformed our benchmark index The net asset value ('NAV’) total return for
the year to 30th June was +2 5% as agawnst a total return of +5 5% for our
benchmark index, the MSCI Emerging Markets Free Index (in sterhing terms) The
share price increased over the year from 416 5p to 433 5p, producing a total return
to shareholders of +4 7%

Our performance over the year was clearly affected by the lugh volanlity and
uncertaimnty in markets generally The Manager’s approach, with the support of the
Board, has been to take a long term view and at the same time try to take advantage
of any short term weakness to adjust the portfollo Our medium and long term
performance remains excellent, and over a 5 year pertod the NAV total return has
been +273% as against our benchmark of +205% Moreover, the Company 15 also
the best performer over this period withun a peer group of ten open and closed end
funds that the Board morutors for performance comparison

As a Board we continue to monstor carefully the discount of our share price to NAV
and 1t 15 pleasing to report that 1t narrowed from 9 6% to 7 8% over the reporting
pertod The discount remained 1n hine with our peers and at no time did the Board
feel 1t was necessary to buy back shares Our discount policy remains as stated last
year, that 1n a stable market and with the Company performing well against its
benchmark, we would buy back shares if the discount 15 materially out of line wath
our peers and over 10% The Board regularly reviews this policy As last year we wall
be putting forward resolutions at the AGM to buy back shares for cancellation or to
put nto Treasury for reissue only at a premium to the then NAV

In 2007 the European Court of Justice ruled that VAT should not be levied on the
management and performance fees of mvestment trust compames Consequently,
with effect from 1st Qctober 2007, VAT 1s no longer payable on these fees The
Company also has the right to reclam VAT 1t has paid on these fees in most years
since 1ts launch 1n 1991 Following discussions with JPMorgan Asset Management, !
the Board has concluded that the recovery of £1 1m of this VAT 15 sufficiently
certain that 1t can be recogmsed in the Company’s accounts for the year to 30th
June 2008 However, the tming of 1its receipt remains uncertain More informanon
on this matter 15 given 1n Note 6 to the accounts on page 36

The Company’s policy continues to be to maximise capital growth Nevertheless,
we are proposing to maimntain the level of the final dividend at 2 00p per share
(2007 2 00p} Subject to shareholders’ approval at the AGM, this wall be paxd on
13th November 2008 to shareholders on the register at the close of business on
24th October 2008

You wall see from the Directors’ Report that the Board fully complies with the
Finanaial Reporting Counal Combined Code and the AIC Code of Corporate
Governance We pay particular attention to momtoring the performance of the
Manager and ensuring that we have the strategies in place to see that the Manager
continues to deliver out-performance 1n the medium and long term At the end of
the year we carried out a formal review of the Manager, the Board as a whole and,
separately the Board evaluated my role as Chawrman I am pleased to report that no
concerns were raised 1n these apprasals and the Board beheves the Manager 1s
conunung to do an excellent yob and that their reappoimntiment 1s 1n the best
interests of shareholders as a2 whole
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As | mentioned i last years report Val Powell and I will be retining from the Board
during 2009 and I will be giving up my Chairman’s role at the AGM 1 2009 The
Nomunaton Commuttee, with the help of external advisors, has therefore been
searching for two new Directors to join the Board and we have been fortunate

in securing the services of Nigel Kenny and Percy Mistry Nigel joined us on

1st Septemnber 2008 and Percy will join the Board on 1st January 2009 Both bring
with them enormous knowtedge of developing econormes Nigel Kenny 15 a
founding partner of Sabre Capital, an emerging markets private equity company
He has considerable expenence 1n emerging markets having held a number of
senior positions in Standard Chartered Bank including Group Head of Strategy,
Operations and Group Finance Director Prior to that he spent a number of years
with Chase Manhattan Bank. He 1s a Chartered Accountant and has a PhD mn
theoretical physics Percy Mistry, an Indian national living i the UK, has broad
emerging markets experience having worked n semior posiaons with The World
Bank and having been Chief Executive of bustnesses in India and Hong Kong He 1s
Chairman and founder of Oxford International Group, which provides advice to
governments and mternational companies and institutions operating :n developing
countries, and 1s particularly acuve 1n India

To attract and retain the Directors of the calibre requured 1t 1s important that the
fees paid are appropriate Fees were last reviewed 1n July 2006 and, after taking
adwice, the Remuneraton Commuttee decided that it was necessary to raise the
Directors’ fees to £20,000 per annurn and those of the Chairman of the Audit
Commuttee and Chairrman of the Company to £25,000 and £30,000 respectively as
from July 2008

Last year [ wrote about a market correction taking place and increasing levels of
uncertainty Whlst this certamnly has proved accurate, by comparison with today’s
situation last year seems hke calm waters At the time of writing this year's report
we are witnessing on almost a daiy bas:s the failure of financial companues that are
at the very heart of the world market economy The changes now happening are of
seismic proportions and 1t 1s likely that 1t will take years for us to fully understand
the impact of what 1s now taking place

There are clearly big implications for our Company However, emerging markets in
general are better run and better capitalised than they were 5-10 years ago and I
believe will prove more robust in handhng thus crisis Moreover, whilst in no way
are global markets decoupled, many of the fundamentals for continued growth 1n
emerging economues remain 1n place

That said, 1t will not be an easy ride and, more than ever, there will be clear winners
and losers As a company we have a number of strengths As an investment trust we
can, and do, take the long-term view and are not forced sellers in market conditions
such as these We have a global emerging markets mandate and have the flexabihity
to switch the focus of our investments and better manage nisk In JPMorgan we
have a manager with a strong base that 1s not threatened by the current turmoil
Finally, the team managing our Company has shown itself to be one of the best 1n
the business The years ahead, and particularly thus year, will not be easy but your
Board remains confident that the Company wll deliver long term capatal growth for
its shareholders and we have no hesitation: 1n recommending 1ts continuation for a
further three years

Roy Reynolds
Chairman 26th September 2008
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Investment Manager’s Report

What has happened?

Two sumple facts sheuld inform our discussion of this last year The first fact 1s
that returns from emerging market equities have been notably lower than during
the preceding four years, in the year to 30th June 2008, the benchmark index
against which we measure ourselves appreciated by 5 5% 1n sterling terms, though
this unremarkable headhine number tells far too ordinary a story for the year that
passed The second fact 15 that, for the first e smnce 2003, we failed to exceed
the index return with your Company’s portfolio, net asset value per share rose by
only 2 5%

We concluded last year’s report with the expectation of less spectacular returns from
emerging markets this tme and so 1t turned out But we did not antucipate how
eventful 2 period we would see Such busy conditions are hard to summarnise This
was a year of extremes 1 market behawiour, volatility rose sharply, markets reached
frothy, even bubble-like excesses and 1 some places plumbed real depths as well,
some stocks doubled 1n a few months, others lost two thirds of their value just as
quuckly, some even managed both 1n the course of twelve months

It began in the USA 1n the summer of 2007 with what becarne known as the credit
crunch, but thus label, which neatly pins responsibility on the financial sector,
obscures the fact that thus 15 a cycle, just hike any other The 1rutial reaction of the US
Federal Reserve was to try to saumulate the economy by cutang interest rates,
allowing the dollar to depreciate and thus exporting the problem For governments
who thought that US monetary policy was an adequate framework for managing a
developing economy, this presented an immediate challenge either change your
methods or accept that you are mn fact not managing anything much The more the
US tried to stunulate 1ts economy, the more risks of overheating arose mn emerging
econorrues This was most visible 1n inflation, which rose more or less everywhere,
but reached notable levels in China, India and 1n particular Russia and those parts
of the Middle East which operate 2 currency peg to the US dollar The other
consequence was a stockmarket boom, especially in China and later India, which
carnied valuations to wrrational levels 1t gathered speed when the Federal Reserve
embarked on an easing strategy in August 2007 and lasted untl the end of
November before collapsing Chunese domestic shares rose 50% between June and
Septernber 2007, but then fell 50% 1n the next nine months The rise and fall of the
Indian market was almost as marked Parallel to thus, and related to it, was a bull
market in commodities of all kinds, most visibly o1l, which of course exacerbated
the inflanonary difficulties for governments and therr atizens In countnies whuch
are major producers, ke Russia and the Gulf states, a windfall of spectacular
proportions arrived, further fuelling inflaton In others where governments
subsidise prices, pubhc sector finances became strained The world seemed full of
umbalances

What did we do?

Thus was not an easy year, we made some poor decisions We made others which
looked wrong but turned out well later and we spent a lot of ime working on areas
whuch have not yet come to fruition, but where we thunk big opportunities may
anse We changed almost a third of the portfolio, somewhat more than in the
preceding year and roughly twice the level we were runming at three years ago
Shareholders should not expect our rate of turnover to be constant, because
opportunities do not arrive on a regular schedule, you can wait for 2 while without
seemng one, only to find that, hike the mythical London bus, several turn up at the
same time It seems probable, as we write, that this current year will see turnover
continue at hugher levels than in some recent years
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Performance attribution
for the year ended 30th june 2008

Contributions to Total Return %
Benchmark Total Return 455
Stock Selection %7
Asset Allocation 43
Currency +00
Gearing/Cash +0 5
Investment Manager Contnbution -19
Portfohio Total Return +36
Management Fees/

Other Expenses -13
Performance Fees +02
Residual* oo

Other Effects -11
Net Asset Value Return +25
Impact of Decrease/

(Increase} in Discount +22

Share Prnice Total Return +4.7

Source Xamin/Datastream/Fundamental Data
All figures are on a total retum basts

Performance attribution analyses how the
Company achieved its recorded performance
relative to its benchmark

* The residual anises principally from timing
differences in the treatment of income
flows The Xamun attribution system
accounts for income on a received {on the
ex-dividend date) basis whereas
Fundamental Data calculates the
Company’s NAV Total Return using the
actual dividends paid by the Company (on
the ex-dvidend date)

A glossary of terms and definitions is
provided on page 56

Details of the changes we made to your portfolio can be found on page 12 of this
report The most sigmficant among them were a notable reduction 1 mvestments
in Brazil and Kerea and an increase in China (including Hong Kong), India and the
United Arab Ermirates, this geographic summary should not obscure the fact that, as
always, our decisions were driven first and foremost by views about individual
stocks Our thinking was based on the belief that above average growth would
become an especially important factor in future returns The strong results from
emerging markets since 2002 have seen valuations rise, many currencies strengthen
and profits nse at an above trend rate, helped by various cyclical influences,
especially nising prices (commodities) and nsing utilisation {operating leverage) We
cannot expect valuations or currencies to rise forever any more than we can expect
cyclical factors to become permanent And so we looked for compames where we
thought good profit growth could stll be expected Two particular conditions
would be required robust economuc growth, giving a lugh base growth rate for
comparues, and competitive advantage, implying that sigruficant market share gamns
could be achueved by indrvidual comparues Cluna and India were top of our lst as
places to look, though valuations were a deterrent for long periods

Performance attribution data in the adjacent table show the result of our efforts
through this last year with merciless directness We did well by being in the nght
countries, adding +4 3% through these asset allocation effects We had relatively
Little expaosure to Taiwan and Korea and benefited particularly from the degree of
nvestment in Brazil and Egypt But we more than cancelled this out with poor
stock selection, overall, the stocks held in the portfolio performed worse than thewr
respective market indices More than half of this underperformance came 1n Asia,
espeaially in China and Hong Kong Brazil, Korea and South Africa were rare bright
spots, but scant consolatton What did we get wrong? To some extent the fatlures of
thus year were the successes of the previous one With such a dramatic reversal in
markets towards the end of 2007, many of the solid, unexciting businesses whose
share prices had lagged badly dunng the upswing began to outperform strongly as
markets fell But the reverse was also true, those creatures of the bull market that
rebied on external funding to grow rapidly were left badly exposed and their share
prices performed very poorly Virtually all of the mistakes we made dunng the last
year can be viewed 1n this context and come down to being swayed to some extent
by market cycles We simply did not sell enough when stocks had performed very
well and we were premature 1n increasing our exposure to markets ke China, an
error that 1s explained 1n part, though 1n no way excused, by the fact that we had
been looking 1n thus direction for a long tme We should have been more patient

What happens next?

Sometimes reports seem to go out-of date before they have finished being written,
thus one may suffer that fate Since the end of June, commodity prices have reversed
sharply and the dollar has been rising At the same ume, a number of emerging
countries are strugghing to contam inflation Thus 15 not a promusing combination of
arcumstances for equities 1n emerging markets, share prices have been faling
Those global imbalances are being pawnfully worked out, despite the efforts of many
central banks to resist The immediate outlook 15 for more of the same But we try
1o look further ahead and therefore hope and expect that sigmficant opportunities
10 make money will anse We should sull be able to find themes and trends that we
can behieve with conviction, rrrespective of current conditions private sector
operators will take share from government-owned companies with infertor
productivity, retail industries will continue to consohdate, finanaal services will in
the long term outgrow GDP, electnicity use will not Cycles cannot become trends,
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Investment Manager’s Report continued

excess profitability will be arbitraged away by inflatton and competition,
productivity and efficiency wall be rewarded We meet hundreds of comparues every
year because the most enduring advantage, and that which takes longest to revert to
the mean, 1s human skil, in our meetings we are seeking to understand the nature
and economic charactenstics of businesses and the abihity and ambinions of those
who run and own themn, so that we can form a view about their value As markets
dechine, they offer us the chance to buy busmesses we like at prices that we like

So the current gloom mn markets should not obscure the longer term trends in
developing economies, any more than thus most dismal of Englhish summers should
cancel hopes of future sunshine As emerging econonues develop further, thewr
capital markets will expand and attractive investments will be found The approach
we use has not changed and n fact the overall shape of our thunking about the
future 15 very stmular to that which we laid out m thus report a year ago China and
India, stll growing and still offering great scope for productivity gains and
mndustnal consolidation, are likely to continue to be important investment
destinations for us in the years ahead, irrespective of this year’s fluctuations Nor do
we mntend to change our investment approach

On that subject, I would like to conclude with an observation not about your
Company’s investments, but about your Company as a vehucle for investing in
emerging markets We have always sought to take a long term approach as mnvestors,
for two very smple reasons First, it reduces the runmng costs of the portfolio, since
all transactions incur costs, fewer transactions mean less cost Second, we believe
that the greatest mefficiencies in markets can be found by those prepared to explost
them over longer periods of time, 1n particular, the effect of compoundmng profit
growth at above average rates becomes more and more powerful the longer 1t
continues We hope that the results achieved over the last five and ten years by your
Company provide some vindicatton of this appreach, but one should not
underestumnate the extent to which 1t 1s faciitated by the Company’s structure as a
closed-end investment trust We have long argued that the ability to exchange the
need of immediate short-term hqudity for lugher eventual returns (very much in
our mterests as mvestors and therefore also 1n the interests of shareholders) 1s
sometiung that we should exploit We have sought to do thus

As we look forward 1nto next year and beyond, we stll see great long-term
opporturuty n emerging markets, we hope that you as shareholders will want us to
contnue to ivest your money there m the same way, concentrating on that longer
term It 15 therefore our hope that you will again approve the continuation of the
Company 1n 1ts current form, whach has proved well-smited to mvesting 1n the
developing world

Austin Forey
Investment Manager 26th September 2008
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Summary of Results

2008 2007
Total Returns for the year ended 30th June
Return to shareholders' +4 7% +39.9%
Return on net assets® +25% + 41.4%
Benchmark return® +5 5% +33 7%
Net Asset Value, Share Price and Discount at 30th June % change
Shareholders’ funds (£000) 518,430 507,958 +2,1
Net asset value per share 470 0p 460 5p +21
Share price 433 5p 416 5p +4 1
Discount of share price to net asset value 7 8% 9 6%
Shares In 1ssue 110,303,742 110,303,742
Revenue for the year ended 30th June
Gross revenue return (£'000) 9,456 8,055 +17.4
Net revenue attributable to shareholders (£ooo) 2,858 2,157 +32 5
Revenue per share 2 56D 1. g6p +32.1
Dividend per share 2.00p 2 oop —
Actual Gearing Factor at 30th June* 95 3% 100 8%
Total Expense Ratio (‘TER’) 1.25% 1.24%

A glossary of terms and defimitions Is provided on page 56

'Seurce Standard & Poors — www funds. momingstar com
*Bource Fundamental Data — www funddata com
*Source Datastream

*Artual gearing represents investments, excduding holdings in hguidity funds, expressed as a percentage of total met assets.

*Management fees and all other operating expenses, excluding interest expressad as a percentage of the average of the opening and closing net assets. The method of catculating the TER has been

changed and prior years restated Further details are gaven in the glossary of terms and definitions on page 56
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Performance

mmm [PMorgan Emerging Markets — Share
price

= |PMorgan Emerging Markets — Net
asset value

mm Benchmark

Source Standard & Poor’'s —

www funds morringstar com/
Fundamental Data — www funddata com/
Datastream

mam |PMorgan Emerging Markets — Share
price

mmm |PMorgan Emerging Markets - Net
asset value

mmm Benchmark

Sour¢e Standard & Poot’s —

woarw funds maornungstar com/
Fundamental Data — www funddata com/
Datastream

Ten Year Performance

Figures have been rebased to 100 at 3oth june 1998

Performance Relative to Benchmark

Figures have been rebased to 100 at 3oth june 1998
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Ten Year Financial Record
As at 3oth June 1998 1999 2000 2001 2002 2003 2005 2005 2006 2007 2008
Shareholders’ funds (Em) 1256 1441 1790 1298 1204 159 1484 2222 3609 5080 5184
Net asset value per share {p) 1253 1518 1952 1420 1335 1285 1645 2463 3272 4605 4700
Share price (p) 105.3 1228 1628 1168 1118 1075 1378 2160 2000 4165 4335
Discount (%) 16.0 191 166 177 163 163 162 123 86 96 78
Actual gearing factor % 145 1031 1098 1104 1074 997 958 950 998 1008 953
Year ended 30th June
Gross revenue attnbutable to

shareholders (fooo) 4,371 3,511 3,157 2,232 3,010 3,013 4,476 5.435 8,488 B,055 9,456
(Loss)/return per share (p) 041 (048 (14 (1) (022) 069 247 287 430 196 259
Dividend per share {p) - - — - —_ - — 245 365 200 200
Total expense ratio (‘TER?) %* 201 163 168 173 168 157 140 131 128 124 125
Rebased to 100 at 30th June 1998
Share pnce total return’ 1000 166 1546 1109 1062 1021 1309 2052 2BB7 4053 4243
Net asset vatue total return* 1000 1211 1558 1133 1065 1025 1313 1946 2651 3733 3826
Benchmark® 10000 136.2 15573 1238 ms5s5 1138 1378 1874 2460 3288 3469

A glossary of terms and definitions 1s provided on page 56

Figures have been restated to reflect changes in accounting policy regarding dividends payable Such dividends are now included in the accounts in the year in which they are approved by shareholders.

Years prior 10 2005 have not been restated

*Management fees and all other operating expenses excluding Interest expressed as a percentage of the average of the opening and closing net assets The method of calculating the TER has been
changed and prior years restated Further detalls are given in the glossary of terms and definitions on page 56

*Source Standard & Poor's — www funds. momingstar com
“Source fundamental Data — www funddata com
*Source Datastream
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Ten Largest Equity Investments

As at 3oth June As at 3oth June
2008 2007
Valuation Valuation
Company Country fooo %" fooo0 %
Petroleo Brasileiro Brazil 50,886 98 27,184 54
The national ol company of Brazil, and a specialist in particular in .
deep-water exploration '
I
vale Brazil 32,733 63 18,988 37 '
Vale produces and sells minerals and is the world’s leader in the iron
ore and pellets market It also owns and operates rairoads and
martime termals
Amerlca Movil Mexico 17,451 34 25,549 50
America Mowil provides wireless communication services in alt
regions of Mexico The company also participates in
telecommumications joint ventures in multiple South American
countries as well as in the United States
Sasol’ South Africa 16,667 32 - -
Sasol is a global energy company, producing synthetic fuels and
chemrcals from low grade coal and converting natural gas to
environment fnendly fuels and chermicats
MTN® South Africa 11,798 23 11,121 22
The MTN Group 15 a leading provider of communication services,
offering cellutar network access and business solutions
Impala Ptatinum® South Africa 11,624 22 9,114 18
Impata Ptatinum holdings 1s in the business of mining, refiming and
the marketing of platinum group metals
Housing Development Finance India 11,412 22 18,248 316
India’s {eadmg mortgage lender, now diversifying into other financial
services including insurance and asset management
Banco Itau Brazil 10,723 21 13,108 26 |
Banco Itau attracts deposits and offers retail, commercial, corporate ‘
and private banking services The bank offers consumer loans,
financial management, insurance, pension plans, treasury services, |
mortgage loans, tease financing, secunties brokerage and foreign ‘
exchange services 1
|
|
Sberbank Rossn Russia 10,095 19 12,296 24 !
Sberbank 1s the undisputed teader of the Russian banking industry,
accounting for over a quarter of national banking assets
Bhart: Airtel* India 9,784 19 - -
India’s largest telecom business operator, providing telephane
services and Internet access
Total 183,173 353

Based on total assets less current liabllities of £518.4m (2007 £508.8m)
Kot held in the portfolio at 30th June 2007

As at 3oth June 2007, the value of the ten largest investments amounted to £176 5m representing 34 7% of total assets less current hablities
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Portfolio Analyses

11

Geographic Analysis

joth June 2008 3oth June 2007

Portfolio Benchmark Portfolio Benchmark

% % % %
Latin Amertca 34 4 255 279 200
Europe/Middle East/Africa 27 8 259 311 2613
East Asta 217 376 303 41 4
South Asia 14 110 113 123
Total equities 95 3 100 © 100 6 1000
Liquidity fund 46 — - —
Net current assets/(iabiities) 01 — {06) —
Total 100 O 100 0 100 0 1000
Based on total assets less current liabikities of £518 4m (2007 £508 8m}
Sector Analysis

3o0th June 2008 3oth June 2007

Portfolio Benchmark Portfolio Benchmark

% % % %
financiats 214 202 211 215
Matenals 167 16 9 121 142
Energy 14 4 207 67 15 4
Consumer Staples 106 43 146 51
Consumer Discretionary 100 45 18 59
Telecommunication Services 100 109 147 105
Information Technology 52 10.4 93 129
Industnials 43 75 38 91
Healthcare 27 16 65 18
Utilities - 30 - 36
Totai equities 953 1000 100 6 100 0
Liguidity fund 46 - - -
Net current assets/(habilities) 01 - (0 6) -
Total 1000 100 O 100 © 1000

Based on tota! assets less current liabthties of £518 4m (2007 £508 8m)
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Investment Activity
during the year ended 30th June 2008
Value at Changes Value at
3oth June 2007 Purchases Sales in value 30th June 2008

f'ooo % of portfolio fooo foo0 Fooo fooo % of portfolio
Brazil 88,836 17 4 3,838 29,637 52,811 115,848 22 4
China and Hong Kong 41,293 81 46,932 5,225 (20,563) 62,437 121
South Afnica 57,130 12 16,054 10,676 (3,111) 59,397 115
tndia 46,768 91 24,064 15,685 {8.547) 46,600 90
Mexico 52,899 103 5,667 9,776 (2.919) 45,871 89
Russia 39,387 77 24,644 29,153 8,821 43,699 B4
South Korea 71,845 140 - 37,316 436 34,965 67
Tamwan 24,509 48 99 937 (4,222) 19,449 38
United Arab Emirates — — 15,197 — (3.782) 11,415 22
Argentina 7,251 14 5,485 2,745 (275) 9,716 19
Egypt 16,825 33 —_— 13,014 5,761 9,602 18
Israel 12,032 25 - 5,806 1,462 8,588 17
Indonesia 10,766 21 8,766 1,008 (10,093) 8,431 16
Austria 7,536 15 570 161 (1.467) 6,478 12
Malaysia 1,642 07 — 66 161 3,737 o7
Chile 3,153 06 — 67 (390) 2,696 05
Hungary 10,304 20 — 6,178 (1,731) 2,395 o5
Turkey 14,289 28 2,432 12,869 (1,842) 2,010 04
Romania 2,413 os5 — 66 (1,684) 663 01
Pakistan 123 — — — {19} 104 —
Czech Republic 13 - — — (s) 3 —
Total Equity Investment 511,914 100 0 153,748 180,385 8.832 494,109 95 4
Ligwidity Funds - - 36,037 11,950 (294) 23,793 46
Total Portfolio 511,914 100 O 189,785 192,335 8,538 517,902 100 0
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List of Investments
at 30th June 2008
Valuation Vatuation
Company fooo  Company £'o00
Brazil India
Petrolec Brasiletro® 50,886  Housing Development Finance 11,412
Vale 32,733  Bharti Airtel 9,784
Banco ltau 10,723  Rehance Capital 4,900
MMX Mineracao e Metalicos 9.453 Infosys Technologies 4,550
Weg 6,235 infosys Technologies' 4430
GP Investments® 3,011 Pantatoon Retail India 3,678
Cia de Bebidas das Americas’ 2,807 ACC 2,801
115,848  Zee Entertatnment Enterprises 2,168
China and Hong Kong Ambuja Cements’ 1,363
China Merchants Bank 8,150  Indiabulls Real Estate’ 900
Esprit Holdings 6,351  Indiabulls Real Estate 614
Anhui Conch Cement 6,199 46,600
Gome Electrical Appliances 4,632  Mexico
FU )1 Food & Catenng Services 4,004  Amenca Movil! 17,451
Agile Property 3,486  Grupo Financiero Banorte 8,330
Li & Fung 3,289 Cemex Sab-Sponsor 5,175
Franshion Properties 3,247  Fomento Economico Mexicano® 4,923
Chaoda Modern Agnculture 3,146  Walmart De Mexico 4,202
China National Materials 3,091  Controladora Comercial Mexicana 3,691
Shimao Property 3,081  Grupo FAMSA 2,009
Xiny1 Glass 3,057 45,871
Shui On Construction & Matenals 2,964  Russia
China National Bullding Material 2,438  Sberbank Rossit 10,095
integrated Distnbution Services 1,008  Mechel 8,495
Convenience Retall Asia 1,725 Magnit 6,189
Tsingtac Brewery 1,549  Vimpel Communications' 4,711
62,437 DIXY 4577
South Africa Severstal Auto 3,770
Sascl 16,667  Pharmacy Chamn 36 6 3,687
MTN 11,798 RTM 0AO 1,285
tmpala Platinum 11,624  Open Investments 8g0
Afncan Bank Investments 7.686 43,699
RM8B Holdings 3,771 South Korea
Massmart 3,244  KI&G 8,940
Steinhoff international 2,477 Posco €,378
Network Healthcare 2,130 Shinsegae 5,847
59,397  Hyundai Motor 5,058
Hyundal Mobis 4,262
Hanmi Pharmaceutical 2,273
Shinsegae Food System 2,207

34,965




.

14 JPMorgan Emerging Markets Investment Trust plc Annual Report & Accounts 2008

List of Investments continued

Valuatlon Valuation
Company £'o00  Company £’000
Taiwan Turkey )
Hon Hai Precision 9,357  East Pharma’ 1,327
Taiwwan Semiconductor Manufacturing' 8,404  Boyner Buyuk Magazacihk 683
President Chain Store 1,688 2,010
19,449 Romania

United Arab Emirates A&D Pharma' 663
Emaar Properties 8,400 663
DP World 3,015  Pakistan

11,415  BRR International Modaraba 104
Argentina 104
Tenans' 6,817  Czech Republic
Banco Macro* 1,588  Czech & Slovak Investment Corporation? 8
Banco Patagonia’ 1,311 8

9.716 Total equity investments 494,106
Egypt
Orascom Telecom 4,830  Liquidity Fund
Orascom Canstruction Industries 4772  [PMorgan US Dollar Liquidity 23,793

9,602 23,793
Israel
Teva Pharmaceutical Industries 5,332 Total Portfollo 517.902
Israel Discount Bank 3,256 :;';::::;T;ﬁ:::ﬁ;ﬁﬁi ii:

8,588
Indonesia
Telekom indonesia’ 3,061
Bank Rakyat Indonesia 2,831
Unilever Indonesia 2,539

8.431
Austria
Raiffeisen Internattonal Bank 6,478

6,478
Malaysia
British Amencan Tobacco Malaysia 3,737

3,737
Chile
Banco Santander-Chile 2,696

2,696
Hungary
OTP Bank' 2,395

2,395
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Board of Directors

Roy Reynoltds, CMG §13

(Chairman of the Board and of the Nomination Committee and Remuneration
Committee)

A Director since December 1999

Formerly a Director of LASMO plc, the Chief Executive of the Commonwealth
Development Corporation and Managing Director of Shell UK Oil

David Gamble *§1%

A Director since April 2006

Formerly Chief Executive of British Airways Pension Investmment Management
and Director of F&C Emerging Markets Investment Trust plc Mr Gamble 15
currently a Director and trustee of IBM (UK) Pension Trust and External
Investment Adviser to the BBC Pension Trust Lirmited, Chairman of the
management commuttee of Hermes Property Umt Trust, a Director of New Star
Asset Management Group plc, and a Director of four other investment trusts
and a number of other companies

Anatole Kaletsky *§1%
A Director since September 2003
Editor at Large at The Times of London and also Co-Chairman of Gavekal

Research, a Hong Kong based investment boutique which provides economc
analysis and asset management services to finanaal institutions around the world

Valentine Powell *§t%

A Drrector sice April 2006

Formerly a semor partner of Pinchin Denny & Co , Charrman of F&C Emerging
Markets Investment Trust plc, a Director of Morgan Grenfell Secunities, Chuef
Executive of the Association of Lloyd’s Members and of the Lloyd’s Corporate
Capuital Association Mr Powell 1s currently a Director of The Rank Foundation
and Chairman of the Foundation for Chnstian Commumnication Linuted

Alan Saunders *§1%

{Senior Independent Director and Chairman of the Audit Committee)

A Drrector since May 2002

An Independent Investment Consultant with Allenbridge Group plc Mr
Saunders was formerly Cluef Econormust at Royal Dutch Shell and also held semor
mvestment roles i both Lazards and the Private Banlung Division of UBS A G
He 15 currently independent mvestment adwviser to Dorset County Council
Pension Scheme and and mdependent trustee of two private sector pension
schemes as well as acting as a Non-Executive Director of ING Real Estate (UK)

* Member of the Audit Committee

§ Member of the Nonunation Committee

1 Member of the Remuneration Committee

+ Considered by the Board to be independent
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Directors’ Report

The Directors present theiwr report for the year ended
30th june 2008

Business Review

Business of the Company

The Company carmes on business as an mvestment trust and
was approved by HM Revenue and Customs as an investment
trust m accordance with Section 842 of the Income and
Corporation Taxes Act 1988 for the year ended 30th June
2007 In the opimon of the Directors, the Company has
subsequently conducted 1ts affars so that 1t should continue
to qualify The Company will continue to seek approval
under Section 842 of the Income and Corporation Taxes Act
1988 each year

Approval for the year ended 30th June 2007 15 subject to
review should there be any subsequent enquiry under
Corporation Tax Self Assessment

The Company 1s an investtment company within the meaning
of Sectron 266 of the Compames Act 1985 The Company 1s
not a close company for taxahon purposes

A review of the Company’s acivities and prospects 1s given m
the Chairman’s Statement on pages 2 and 3, and 1n the
Investment Manager’s Report on pages 4 to 6

Objective
The Company’s objective 1s to achieve capital growth from
emerging markets worldwide

Investment Policies and Risk Management

In order to achieve the investment objective and to seek to
manage risk, the Company mvests 1n a well diversified spread
of countnes, industries and compames The Company invests
primarily in quoted securities 1n emerging stock markets but,
where necessary or appropnate 1n the absence of suitable
quoted securtties, 1t may invest in unquoted securities It may
nvest n other collective investment schemes, but usually
only where legal restrictions prevent direct investment by
foreigners or prudent duversification can best be achieved in
thus way The Company conducts 1ts affars so as to achieve
and mantain approved investment trust status in the UK

The Company ts managed to produce capital growth and not
to produce any particular level of dnvadend and 1t will only
pay diwadends to the extent that 1t has profits available for
that purpose

The Board’s policy 15 to employ gearing when the Manager
believes 1t 1s appropriate to do so The Board regularly
reviews this pohicy Should the Manager decide to employ
gearing, the Company will remain invested in the range of
90-120% under normal market condihons

The Board has set no minimum or maxunum limits on the
number of mvestments 1n the portfolio but 1t 15 a relatively

concentrated portfolio consistiing typically of between 60 and
90 1nvestrnents. The assets are managed by an investment
manager based in London who 15 supported by a 50 strong
emerging markets equity team

It should be noted that emerging market comparues (and
mvestments m therr shares} are subject to certain nisks and
speaal considerations which are not typically associated with
more developed markets and economues

Investment Restrictions and Guidelines
The Board seeks to manage the Company’s risk by imposing
various investment himuts and restrictions

* As an investment trust, the Company cannot mvest more
than 15% of 1ts assets in any one mvestment, at the time of
acqusihon The Company will not mvest more than 10%
of 1ts total assets 1n any one ndmvidual stock (excluding
investment trusts) at the time of acqusiion

¢« No more than 50% of the Companys assets may be
invested 1n any one region

= No more than an aggregate of 25% of the Company’s assets
{before deducting borrowings) may be invested in (1)
securities not hsted on any recogmsed investment
exchange, and (u) holdings mm which the Company’s
interest amounts to 20% or more of the aggregate of the
equaty capital (including any capital having an elernent of
equity) of any one listed company (other than an
investment trust which has been approved by HM Revenue
& Customs or which would guahfy for such approval but
for the fact that 1t 1s not hsted)

* In accordance with the Lisung Rules of the UK Listing
Authonty, the Company will not invest more than 15% of
its gross assets in other UK listed investrnent companies
and will not mvest more than 10% of 1ts gross assets 1n
compatues that themselves may invest more than 15% of
gross assets in UK hsted investment companies

e The Company does not normally enter mnto derivative
transactions and to do so requires prior Board approval

Comphance with the Board’s investment restrictions and
guidelines 1s monitored contnuously by the Manager and 1s
reported to the Board on a monthly basis

Performance

In the year to 30th June 2008, the Company produced a total
return to shareholders of +4 7% and a total return on net
assets of +2 5% This compares with the return on the
Company’s benchmark index of +5 5% As at 30th June 2008,
the value of the Company’s investment portfolio (including
liquidity fund holdings) was £517 9m The Investment
Manager's Report on pages 4 to 6 includes a review of
developments during the year as well as informaten on
mvestment activity within the Company’s portfolio
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Total Retum, Revenue and Dividends

Gross total return for the year amounted to £17 4m

(2007 £158 8m) and net total return after deducting interest,
administraton expenses and taxaton amounted to £12 7m
(2007 £148 7m} Distmbutable income for the year
amounted to £2,858,000 (2007 £2,157,000)

The Dhrectors recommend a final dividend of 2 Op per share

payable on 13th November 2008 to holders on the regster at
the close of business on 24th October 2008 This distmbution
will amount to £2,206,000 The revenue reserve after transfer
of the final dividend will amount to £1,131,000

Key Performance Indicators (‘KPIs")

The Board uses a number of finanaal KPIs to momtor and
assess the performance of the Company The prnincipal KPIs
are

» Performance against the benchmark index
Thus 15 the most important KPI by which performance 1s
judged

Performance Relative to Benchmark Index
Figures have been rebased to 100 at 30th June 1598

== |PMorgan Emerging Markets - Share price

=t |PMOrEan Emerging Markets — Net asset value

- arhumatk

Source Scandard & Poor's — www funds.mamingstar com/Fundamental Dats -
wrw Jursddale cors/Datastredn (L1 eturr)

Ten Year Performance
Figures have been rebased to 100 at 30th June 1998

mm (PMorpan Emerging Markets - Share pnce

= [PHorgan Emerging Markets — Net asset vatue

mmm Benghmark

Source Sundard & Poor's - fu Data -
weww fungdatacom/Datastream {total retum)

¢ Performance against the Company's peers
The principal objective 1s to achieve capital growth
relative to the benchmark However, the Board also
monitors the performance relative to a broad range of
competitor funds

s Performance attnibution
The purpose of performance attribution analys:s 1s to
assess how the Company achieved 1ts performance
relative to its benchmark index, i e to understand the
impact on the Company’s relative performance of the
varous components such as asset allocation and stock
selection Details of the attnbution analysis for the year
ended 30th June 2008 are given 1n the Investment
Manager’s Report on page 5

+ Ihscount to net asset value (‘NAV’}
The Board has a share repurchase programme which
seeks to address imbalances 1n supply of and demand for
the Company’s shares within the market. Thus helps to
reduce the volatiity and absolute level of the discount to
NAV at which the Company’s shares trade in relabon to
its peers i the sector In the year to 30th June 2008, the
shares traded between a discount of 4 8% and 14 2%

Discount Performance

e [PAATEAN Emerging Matkets - Discount
Source- Datagiream (month end data)

= Total expense ratio (“TER’)
The TER 15 an expression of the Company’s management
fees and all other operating expenses, excluding interest,
expressed as a percentage of the average of the operung
and closing net assets The TER for the year ended
30th June 2008 was 1 25% (2007 1 249%, as restated)
The Board reviews each year an analysis which shows a
comparison of the Company’s TER and 1ts man
expenses with those of 1ts peers

Share Capital

The Company did not 1ssue or repurchase any shares for
canceliabon during the year However, Special Resolutions to
renew the authorty to 1ssue and repurchase shares will be put
to shareholders for approval at the Annual General Meeting
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Directors’ Report continued

The Company does not currently hold any shares in Treasury

and does not have authonty to reissue shares from Treasury
at a discount to NAV More details are given on pages 20 and
21 and the full text of the resolutions 1s set out on pages 50
and 51

Principal Risks

With the assistance of the Manager, the Board has drawn up
a sk matrix, which idennfies the key risks to the Company
These key nisks fall broadly under the following categones

Investment Underperformance An inappropriate
investment strategy with regard to, for example asset
allocation, the level of gearing or the degree of portfolio
risk, could lead to underperformance against the
Company’s benchmark index and peer companies,
resulting 1 the Company’s shares trading on a wider
discount The Board manages these risks by
diversification of investments and through a set of
investment restrichons and gindehines which are
monitored and reported on by the Manager JPMorgan
Asset Management (UK) Limuted (‘JPMAM’) provides
the Directors with timely and accurate management
mformation, including performance data and attribution
analyses, revenue estmates, hqudity reports and
shareholder analyses The Board momtors the
umplementation and results of the mvestment process
with the Investment Manager, who attends all Board
meetngs, and reviews data which show statistical
measures of the Company's risk profile The Board holds
a separate meeting devoted to strategy each year

Political and Econormc Adsmunustrative risks, such as the
imposttion of restricthions on the free movement of
capatal

Loss of Investrnent Team or Investment Manager A
sudden departure of the mnvestment manager or several
members of the investment management team could
result 1n a short-term detertoration 1n mnvestrment
performance The Manager takes steps to reduce the
likebhood of such an event by ensuring appropnate
succession planmng and the adoption of a team based
approach, as well as special efforts to retan key personnel

Discount A disproportionate wideming of the discount
relative to the Company’s peers could result m loss of
value for shareholders The Board regularly discusses
discount policy and has set parameters for the Manager
and the Company’s broker to follow

Change of Corporate Control of the Manager The Board
holds regular meetings with senior representatives of
JPMAM m order to obtamn assurance that the Manager
continues to demonstrate a lgh degree of commitment
to 1ts investment trusts business through the proviston of
significant resources

+ Accounting, Legal and Regulatory In order to quahfy as
an investment trust, the Company must comply with
Section 842 of the Income and Corporation Taxes Act
1988 (“Section 842’) Detauls of the Company’s approval
are given under “Business of the Company” above Were
the Company to breach Section 842, 1t mught lose
nvestment trust status and, as a consequence, gains
withm the Company’s portfolio would be subject to
Capital Gans Tax The Section 842 qualificauon criteria
are continually monutored by JPMAM and the results
reported to the Board each month The Company must
also comply with the provisions of The Companies Acts
and, since 1ts shares are listed on the London Stock
Exchange, the UKLA Listing Rules A breach of the
Comparues Acts could result in the Company and/or the
Directors being fined or the subject of crummal
proceedings Breach of the UKLA Listing Rules could
result in the Company’s shares being suspended from
Listing which 1n turn would breach Section 842 The
Board rehes on the services of its Company Secretary,
JPMAM, and 1ts professional advisers to ensure
compliance with the Compames Acts and the UKLA
Listing Rules

» Corporate Governance and Shareholder Relations Details
of the Company’s compliance with Corporate
Governance best practice, including information on
relations with shareholders, are set out in the Corporate
Governance report on pages 22 to 25

« Operational Disruption to, or failure of, [PMAM’s
accountng, deahng or payments systems or the
custodian’s records could prevent accurate reporting and
momtoring of the Company’s financial position Details
of how the Board momtors the services provided by
JPMAM and 1its associates and the key elernents designed
to provide effective internal control are included within
the Internal Control section of the Corporate Governance
report on page 24

« Fmancial The financial risks faced by the Company are
disciosed 1n note 22 on pages 42 to 46

Future Developments

Clearly the future development of the Company 18 much
dependent upon the success of the Company’s investment
strategy m the light of economic and equaty market
developments n the countnies i which it invests, but the
Investment Manager discusses the outlook 1n hus report on
pages 5 and 6

Management of the Company

The Manager and Secretary, JPMorgan Asset Management
(UK} Lumuted (‘TPMAM’) 15 employed under a contract
which 15 subject to twelve months’ notice of termnation
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unless notice 15 given as a result of poor investment
performance, in which case the contract can be terminated
on six months’ notice If the Company wishes to terminate
the contract on shorter notice, the balance of remuneranon 15
payable by way of compensation

JPMAM 15 a wholly-owned subsidiary of JPMorgan Chase
Bank which, through other subsidiaries, also provides
banking, dealing and custodian services to the Company

The Board has evaluated the performance of the Manager
and confirms that 1t 15 satisfied that the contintung
appointment of the Manager 15 1n the interests of
shareholders as a whole In armving at this view, the Board
considered the investment strategy and process of the
Investment Manager, noting consistent outperformance of
the benchmark over the long term, and the support that the
Company recerves from JPMAM

Management and Performance Fees

The management fee 1s charged at the rate of 1 0% per
annum of the Company’s total assets less current iabilihes
The fee 15 calculated and paid monthly i arrears
Investments on which JPMAM earns a fee are excluded from
the calculation and therefore attract no fee

In addition the Manager receives a performance fee
equivalent to 10% of any outperformance of the Company’s
net asset value ("NAV’) per share (on a total return basis} over
the Company’s benchmark index, the MSCI Emerging
Markets Free Index in sterling terms (on a total return basis})
over the Company’s financial year The performance fee 15
calculated at the end of the Company’s financial year and
charged to 1ts capital account in the annual financial
statements However, an estunate 1s accrued on a monthly
basis and reflected in the Company’s published NAV per
share

The amount of performance fee earned and paid to the
Manager each year 1s subject to the following condinons

+  Any performance fee earned 1n a given year 1s divided
mto two categories, that which can be offset (‘offsetable’)
by underperformance 1n future years, and that which
cannot (‘non-offsetable’)

» The ‘non-offsetable’ fee that can be earned 1n any one year
15 capped at 0 75% of the Company’s average monthiy
total assets less current hiabilines for the year In a year
when the Company produces a negative NAV total return
per share, the ‘non-offsetable’ fees earned 1n that year are
accrued but not paid In a year when the Company
produces a posiive NAV total return per share, the
Company will pay to the Manager all ‘non-offsetable’ fees
earned 1n that year and those accrued from previous
years, subject to the restriction below

*+  The maxymurn fee that can be pard to JPMAM 1n any one
year 15 capped at 0.75% of the Company’s average
monthly total assets less current habilites for the year

*+  The ‘offsetable’ fee 15 uncapped and equal to any fees
earned n excess of the 0 75% cap Untl paid (1€ 1n a year
when the NAV total return per share 1s zero or positive),
these fees are capable of being absorbed by any
underperformance n a subsequent year

+  The performance fee calculation restarts at the end of a
period when outperformance of the benchmark has been
achieved and a performance fee earned

The results for the year ended 30th June 2008 gave rise to a
negative performance fee of £1,774,000 Fees brought
forward from previous years (due to the 0 75% cap
restriction) amounting to £749,000 have been offset against
this and written back The cumulative performance fee 15
negative £1,025,000 This negative balance will be carned
forward and offset by future outperformance

Going Concemn

The Directors consider that the Company has adequate
resources, an appropnate financial structure and sutable
arrangements 1n place for 1ts management to continue n
operational existence for the foreseeable future For this
reason, they continue to adopt the going concern basis in
prepanng the accounts

Payment Policy

It 15 the Company’s policy to obtan the best terms for all
business and therefore there are no standard payment terms
In general the Company agrees with its suppliers the terms
on which business will take place and 1t 15 the Company’s
pohcy to abide by those terms As at 30th June 2008, the
Company had no outstanding trade credators (2007 none)

Directors

The Directors of the Company at the end of the year,
together with their beneficial interests m the Company’s share
capntal, are given below

Directors 3oth June 1st July

2008 2007
David Gamble 3,781 3,781
Anatole Kaletsky 4,203 4,203
Valentine Powell 11,344 11,344
Roy Reynolds 17,000 15,000
Alan Saunders 5,000 5,000

No changes 1n the above holdings have been recorded to the
date of thus report

Nigel Kenny was appointed a Director with effect from
1st September 2008
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Directors’ Report continued

In accordance with the Articles of Association, the Directors
retiring by rotation at the Annual General Meeting wall be
Dawvid Gamble and Roy Reynolds Both Directors, being
eligible, offer themselves for re-elechon Nigel Kenny, having
jomned the Board on 1st September 2008, will also seek
re-election at the Annual General Meeting

An nsurance policy 1s maintained by the Company which
mdemmifies the Directors of the Company agamst certain
habilites ansing 1n the conduct of their duties There 1s no
cover against fraudulent or dishonest actions

Disclosure of information to Auditors
In the case of each of the persons who are Directors of the
Company at the ime when this report was approved

(a) so far as each of the Directors 1s aware, there 1s no
relevant audit information (as defined 1n the
Compamnes Act) of which the Company’s auditors are
unaware, and

{b) each of the Directors has taken all the steps that he
ought to have taken as a Director 1n order to make
himself aware of any relevant audit information (as
defined) and to establish that the Company’s auditors
are aware of that information

The above confirmation 15 given and should be interpreted 1n
accordance with the provision of Section 234 ZA of the
Comparues Act 1985

Section 992 Companies Act 2006
The following disclosures are made 1n accordance with
Section 992 Comparues Act 2006

Capital Structure
The Company’s capital structure 1s summarised on the inside
front cover of thus report

Voting Rights in the Company’s shares

Detaus of the voting rights 1n the Company’s shares as at the
date of this report are given n note 11 to the Notice of AGM
on page 52

Notifiable Interests in the Company’s Voting Rights

At the date of this report, the following had declared a
notifiable interest i the Company’s voting nights

Shareholders Number of
voting rights %

Lazard Asset Management LLC 13,333,350 121
Sarasin Chiswell 10,314,473 94
Puddle Dock Nominees Limited' 8,560,069 78
City of London Investment

Management Company Limited 8,181,632 74
Royal Skandia 6,089,708 55
Devon County Council 5,110,000 46
Legal & General Investment

Management Limited 4,533,336 41
National Gnd UK Pension Scheme 4,333,777 39

'Held on behalf of JPMAM Share Plan and [SA partkypants.

The rules concermung the appomntment and replacement of
Directors, amendment of the Articles of Association and
powers to 15sue or buy back the Company’s shares are
contained 1n the Articles of Association of the Company and
the Comparnes Acts 1985 and 2006

There are no restrictions concermung the transfer of securtties
in the Company, no special rights with regard to control
attached to securities, no agreements between holders of
securties regarding their transfer known to the Company, no
agreements which the Company 1s party to that affect 1ts
control following a takeover bid, and no agreements between
the Company and its directors concerrung compensation for
loss of office

Independent Auditors

PricewaterhouseCoopers LLP have expressed their willingness
to continue 1n office as Auditors to the Company and a
resclution proposing their reappomntment and authornising
the Directors to determune their remuneration for the
ensuing year will be put to shareholders at the Annual
General Meenng

Annual General Meeting

NOTE THIS SECTION IS IMPORTANT AND REQUIRES
YOUR IMMEDIATE ATTENTION If you are in any doubt
as to the action you should take, you should seek your own
personal financial advice from your stockbroker, bank
manager, soliaitor or other financial adviser authorised under
the Finanaial Services and Markets Act 2000

Resolutions relating to the following items of special business
will be proposed at the forthcormng Annual General
Meeting

() Continuation vote (resolution B)

The Directors recomnmend that the Company continiues 1n
existance as an investment trust for a further three year
period

{17) Authority to allot new shares and to disapply statutory pre-
emption rights (resolutions 9 and 10)
The Directors will seek renewal of the authornity at the
Annuat General Meeting to 1ssue up to 3,515,187 new
crdinary shares for cash up to an aggregate nominat amount
of £1,378,796 such amount bemng equivalent to 5% of the
present 1ssued share capital The full text of the resolutions 15
set out 1n the Notice of Meeting on page 50

It 15 advantageous for the Company to be able to 1ssue new
shares (or to sell Treasury shares) to parhcipants purchasing
shares through the JPMorgan savings products and also to
other mvestors when the Directors consider that it 1s n the
best interests of shareholders to do so As such 1ssues are only
made at prices greater than the net asset value (the ‘NAV"),
they increase the NAV per share and spread the Company’s
adrminustrative expenses, other than the management fee
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which 15 charged on the value of the Company’s assets, over a
greater number of shares The 1ssue proceeds are avatlable for
mnvestment 1 hine with the Company’s investment policies

(iiAuthority to rtepurchase the Company’s shares for
cancellation (resolution 11)
The authonty to repurchase up to 14 99% of the Company’s
1ssued share capital, granted by shareholders at the 2007
Annual General Meeting, will expire on 7th May 2009 unless
renewed at the forthcoming Annual General Meeung The
Directors consider that the renewing of the authority 15 1n the
nterests of shareholders as a whole, as the repurchase of
shares at a discount to the underlying NAV enhances the
NAV of the remaining shares

The full text of the resolution 1s set out n the Notice of
Meeting on pages 50 and 51 Repurchases will be made at the
discretion of the Board and will only be made in the market
at prices below the prevailing NAV per share as and when
market conditions are appropriate

(iv) Adoption of new Articles of Association (resolution 12)
The Company proposes to adopt new Articles of Association
These incorporate amendments to the current Articles of
Association to reflect the provisions of the Compames Act
2006 (the 2006 Act’) and otherwise generally update the
Articles of Association for current law, regulation and market
practice The 2006 Act carne, or will come, into effect in 2007,
2008 and 2009 As the 2006 Act will not be fully in force untl
October 2009, 1t 15 not yet possible to fully reflect the 2006
Act changes and 1t 15 expected that shareholders wall be asked
to approve further changes to the Articles of Associatron at
the 2009 AGM

The principal changes brought about by the new Articles of
Association proposed to be adopted at the forthcormng AGM
relate to electromic commumnication with shareholders,
shareholder meetings and resolutions, directors’ indermnnities,
transfers of shares and directors’ conflicts of interest For a
more detaled explananion of these and other amendments
Pplease refer to the Appendix on pages 53 to 55

A copy of the current Articles of Associaton and the
proposed new Arnicles of Association will be available for
mspection during normal business hours (Saturdays, Sundays
and public hohdays excepted) at the offices of JPMAM,
Fingbury Duals, 20 Finsbury Street, London EC2Y 9AQ from
the date of thus report up untd the close of the AGM Copies
will also be available at the Salters’ Hall, 4 Fore Street, London
EC2Y 5DE, bemng the place of the AGM, for 15 munutes prior
1o, and during, the meeting

Recommendation

The Board considers that resolutions 1 to 12 are likely to
promote the success of the Company and are in the best
interests of the Company and 1ts shareholders as a whole The

Directors unammously recommend that you vote i favour
of the resolutions as they intend to do 1n respect of their own
beneficial holdings which amount in aggregate to 41,328
shares representing approxunately 0 04% of the voting rights

JPMorgan Asset Management (UK} Lunited, Secretary
26th September 2008
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Corporate (Governance

Compliance

The Company 1s commutted to hagh standards of corporate
governance This statement, together with the Statement of
Directors’ Responsibilities on page 27, indicates how the
Company has applied the prinaples of good governance of
the Financial Reporting Council Combined Code (the
‘Combined Code’) and the AIC’s Code of Corporate
Governance, (the ‘AIC Code’}, which complements the
Combined Code and provides a framework of best practice
for investment trusts

The Board 1s responsible for ensuring the appropnate level of
corporate governance and considers that the Company has
complied with the best practice provisions of the Combined
Code, insofar as they are relevant to the Company’s business,
and of the AIC Code throughout the year under review

Role of the Board

A management agreement between the Company and
JPMAM sets out the matters over which the Manager has
authority This includes management of the Company’s assets
and the provision of accounting, company secretarial,
administration and some marketing services All other
matters are reserved for the approval of the Board A formal
schedule of matters reserved to the Board for decision has
been approved This includes determination and momtonng
of the Company’s investment objectives and policy and 1ts
future strategic direction, gearing policy, managernent of the
capital structure, appomntment and removal of third party
service providers, review of key mvestment and financial data
and the Company’s corporate governance and rnisk control
arrangements

The Board meets at least quarterly during the year and
addiuonal meetings are arranged as necessary Full and timely
informaton 1s provided to the Board to enable 1t to function
effecuvely and to allow Directors to discharge thewr
responsibifities

There 15 an agreed procedure for Directors to take
independent professional advice if necessary and at the
Company’s expense Thus 15 1n addition to the access that
every Director has to the advice and services of the Company
Secretary, JPMAM, which 1s responsible to the Board for
ensuring that Board procedures are followed and that
applicable rules and regulations are complied with

Board Composition

The Board, chaired by Roy Reynolds, consists of between five
and seven non-executive Directors, all of whom are regarded
by the Board as independent of the Company’s Manager,
including the Charrman The Directors have a breadth of

investment knowledge, business and financial skalls and
expertence relevant to the Company’s business and brief
biographical detaus of each Director are set out on page 15

A review of Board composition and balance 1s included as
part of the annual performance evaluation of the Board,
details of which may be found below The Semor
Independent Director leads the evaluation of the
performance of the Chairman and 1s available to shareholders
if they have concerns that cannot be resolved through
discussion with the Chairman

Anatole Kaletsky 1s founding partner and Chief Economist
of Gavekal Research, whose clents include JPMorgan’s
Treasury Division The Board does not believe this
connection influences Mr Kaletsky’s independence as a
Director of this Company

Tenure

Directors are uutially appointed untl the following Annual
General Meeting when, under the Company’s Articles of
Association, it 15 required that they be re-elected by
shareholders Thereafter, a Director’s appointment will run
for a term of three years Subject to the performance
evaluation carried out each year, the Board will agree whether
1t 15 appropriate for the Director to seek an additional term
The Board does not believe that length of service m 1tself
necessarily disqualifies a Director from seeking re-election
but, when making a recommendation, the Board will take
nto account the ongoing requirements of the Combined
Code, including the need to refresh the Board and 1ts
Committees The Company’s Articles of Association requure
that Directors stand for re-election at least every three years
Any Director who has served for a period of more than mine
years will stand for annual re-election thereafter

The terms and conditions of Directors’ appointments are set
out 1n format letters of appomntment, copies of which are
available for mspection on request at the Company’s
registered office and at the Annual General Meeting

As a result of the Board’s evaluation process described on the
following page, 1t confirms that David Gamble and Roy
Reynolds, who retire by rotation at this year’s Annual General
Meeung, continue to be effective Dhrectors and the Board
recommends their re-elechion

Meetings and Committees

The Board delegates certain responsibalities and functions to
commuttees All Directors are members of the commuttees,
with the exception of the Chairman who attends the Audit
Commuttee by mvitation
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The table below details the number of Board and Commuttee
meetngs attended by each Director During the year, there
were five Board meetings, plus a meeting of the Directors to
evaluate the Manager and a separate meeting devoted to
strategy, two Audit Computtee meetings, a Nommauon
Commuttee meeting and a Remuneration Comrmittee meeting

Director Board Audit Remuneration Nominatlon
Meetlngs  Committee  Committee  Committee
Attended Meetings Meetings Meetings
Attended Attended Attended
David Gamble 5 1 1
Anatole Kaletsky 4 1 1
Valentine Powell 5 2 1 1
Roy Reynolds 5 1% 1 1
Alan Saunders 5 2 1 1

*Csased to be a member of the Audx Commitiee on 12th September 2007, Mr Reynolds now attends
by ipvitaton

Training and Appraisal

The Manager and Company Secretary provide all Directors
with induction traiing on appointment. Thereafter, regular
briefings are provided on changes in regulatory requirements
that affect the Company and Dhrectors Directors are
encouraged to attend mdustry and other seminars covering
1ssues and developments relevant to mnvestment trusts

The Board has agreed procedures for the formal evaluation of
the Manager, its own performance and of that of 1ts
commuttees and mdmvidual Directors Questionnaires, drawn
up by the Board, are completed by each Director The
responses are collated and then discussed at a private

meeting The evaluaton of individual Directors 1s led by the
Charrman and the Semor Independent Director leads the
evaluation of the Charman’s performance The Board as a
whole evaluates the Manager, 1ts own performance and that
of 1ts Commttees

Board Committees

Nomination Committee

The Normumnaton Comrmttee, chaired by Roy Reynolds,
consists of all of the Directors and meets at least annually to
ensure that the Board has an appropnate balance of skills and
expenience to carry out its fiduciary duties and to select and
propose suitable candidates for appointment when necessary
A variety of sources, including the use of external search
consultants, may be used to ensure that a wide range of
candidates are considered Search consultants were used m
the recrurtment of Nigel Kenny and Percy Mistry

The Commuttee undertakes an annual performance
evaluation to ensure that all members of the Board have
devoted sufficient ume and contnbuted adequately to the
work of the Board

Remuneration Committee

The Remuneration Comuttee, chaired by Roy Reynaolds,
consssts of all of the Directors and meets annually to review
the levels of remuneration of the Chairman, the Chairman of
the Audit Commttee and other Directors, taking into
account both boards of other mvestment trusts and corporate
salaries generally to ensure that lugh quality people are
attracted and retained

Audit Committee

The Aucit Commuttee, chared by Alan Saunders and whose
membership 1s set out on page 15, meets at least twice each
year The members of the Audit Commuttee consider that
they have the requustte skalls and experience to fulfill the
responsibilities of the Commuttee At least one member of the
Commmnttee has recent and relevant financial expenience

The Commuttee reviews the achons and judgements of the
Manager n relation to the half year and annual accounts and
the Company’s comphance with the Combined Code 1t
reviews the terms of the management agreement and
examines the effectiveness of the Company’s internal control
systems, recerves mformation from the Manager’s
Comphance department and also reviews the scope and
results of the external audit, 1ts cost effectiveness and the
independence and objectivity of the external auditors
Representauves of the Company’s auditors attend the Audit
Commuttee meeting at which the draft annual report and
accounts are considered The Directors’ statement on the
Company's systern of mternal control 15 set out below

Terms of Reference

The Nomunation, Remuneration and Audit Commuttees all
have written terms of reference which define clearly therr
respective responsibilities, copies of which are available on
the Company’s website and for inspection on request at the
Company’s registered office and at the Company’s Annual
General Meeting

Relations with Shareholders

The Board regularly momiters the shareholder profile of the
Company It aims to provide shareholders with a full
understanding of the Company’s achvities and performance
and reports formally to shareholders quarterly each year by
way of the annual report and accounts, the half year report
and two mtenim managernent statements This 15
supplemented by the daily publication, through the London
Stock Exchange, of the net asset value of the Company’s
shares

All shareholders have the opportunity, and are encouraged, to
attend the Company’s Annual General Meeting at which the
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Corporate Governance continued

Directors and representatives of the Manager are available m
person to meet shareholders and answer their questions In
addition, a presentation 15 given by the Investment Manager
who reviews the Company’s performance The Company’s
brokers, the Investment Manager and JPMAM hold regular
discussions wath larger shareholders The Directors are made
fully aware of therr views The Chairman and Directors make
themselves available as and when required to address
shareholder queries The Directors may be contacted through
the Secretary whose details are shown on page 48

The Company’s Annual Report and Accounts 1s published
time to give shareholders at least 20 working days’ notice of
the Annual General Meeting Shareholders wishing to raise
questions 1n advance of the meeting are encouraged to
submit questions via the Company’s website or write to the
Company Secretary at the address shown on page 48

Detauls of the proxy voting position on each resolution walk
be published on the Company’s website shortly after the
Annual General Meeting

Internal Control

The Combined Code requires the Directors, at least annually,
to review the effecuveness of the Company’s system of
internal control and to report to shareholders that they have
done so Thus encompasses a review of all controls, which the
Board has 1denufied as including business, financial,
operational, compliance and risk management

The Directors are responsible for the Company’s system of
internal control which 1s designed to safeguard the
Company’s assets, mantain proper accounting records and
ensure that financial information used withun the business, or
published, 1s rehable However, such a system can only be
designed to manage rather than eliminate the nisk of falure
to achieve busimess objectves and therefore can only provide
reasonable, but not absolute, assurance against fraud,
material rrusstatement or loss

Since investment management, custody of assets and all
adrmnustrative services are provided to the Company by
JPMAM and 1ts associates, the Company’s systern of internal
control mainly comprises momtorng the services provided
by JPMAM and 1ts associates, including the operating
controls established by them, to ensure that they meet the
Company’s business objectives The Company does not have
an internal audit functon of 1ts own, but relies on the
internal audit department of JPMAM Thus arrangement 15
kept under review

The key elements designed to provide effective internal
control are as follows

Financial Reporting — Regular and comprehensive review by
the Board of key investment and financial data, including
management accounts, revenue projections, analysis of
transactions and performance comparisons

Management Agreement — Appointment of a manager and
custodian regulated by the Financial Services Authority
(‘FSA’}, whose responsibihities are clearly defined in a
written agreement

Management Systems — The Manager’s system of internal
control includes organisational agreements which clearly
define the lines of responsibility, delegated authority,
control procedures and systems These are monitored by
JPMAM’s Compliance department which regularly
monitors comphance with FSA rules

Investment Strategy — Authornisation and momtoring of the
Company’s mvestment strategy and exposure limits by the
Board

The Board, either directly or through the Audit Committee,
keeps under review the effectiveness of the Company’s
system of mternal control by monmitoring the operation of
the key operaung controls of the Manager and 1ts associates
as follows

+ reviews the terms of the management agreement and
recerves regular reports from JPMAM’s Compliance
department,

reviews reports on the internal controls and the
operations of 1ts custodian, JPMorgan Chase Bank,
which 15 itself independently reviewed, and

reviews every six months an independent report on the
internal controls and the operations of JPMAM

By the means of the procedures set out above, the Board
confirms that 1t has reviewed the effectiveness of the
Company’s system of internal control for the year ended
30th June 2008 and to the date of approval of this Annual
Report and Accounts

During the course of its review of the system of internal
control, the Board has not idenufied or been advised of any
faillings or weaknesses which 1t has determined to be
sigmficant
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Corporate Governance and Voting Policy

The Company delegates responsibility for voung to
JPMAM The text below 1s a summary of JPMAM’s pohcy
statement on corporate governance and voting policy
which has been noted by the Board The full policy 1s
available from JPMAM on request, or can be downloaded
from the mternet as follows go to

Wwww jpmorganassetmanagement co uk/institutional and
within the “Commentary & Analysis” tab you will find a
section on Corporate Governance

“IPMAM 15 commutted to delivering superior mnvestrent
performance to 1ts chents worldwide We believe that one of
the drivers of investiment performance 15 an assessment of the
corporate governance principles and pracuces of the
companies 1In which we invest our chents’ assets and we
expect those comparues to demonstrate hugh standards of
governance n the management of their business

Proxy voting 1s an important part of the corporate
governance process, and we view seriously our obligation to
manage the voting nghts of the shares entrusted to us as we
would manage any other asset It 1s the policy of JPMAM to
vote in a prudent and diligent manner, based exclusively on
our reasonable judgement of what will best serve the
financial interests of our chients So far as 1s practicable we
will vote at all of the meetings called by comparues in which
we are mvested ”

In order to do thus we have formulated detailed guidehnes for
each region, which set out our stance on a vartety of key
corporate governance ssues, including disclosure and
transparency, board composition and mdependence, control
structures, remuneratton, as well as soaal and environmental
1ssues (see below) These guidehnes form the basis of our
proxy votng decisions, although 1t should be noted that

JPMAM makes all of 1ts voting decisions on a case by case
bas1s, takung into account the mdividual arcumstances of
each vote

Corporate Social Responsibility

The following 1s 2 summary of JPMAM’s policy statement on
corporate social responsibility which has been noted by the
Board

“We beheve 1t 15 our primary duty to act in the best financal
mnterests of our clients and to aclueve good finanaal returns
consistent with an acceptable level of rnsk We recogruse that
nonfinancial 1ssues, such as social and environmental 15s5ues,
can have an economuic wmpact and that any company run mn
the long term nterests of 1ts shareholders will need to
manage effectively relattonships with 1ts employees, supphers
and customers, to behave ethuically and to have regard to the
environment and society as a whole Qur investment
managers take these factors mto account as part of any
mvestment decision”
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Directors’ Remuneration Report

The Board has prepared this report 1n accordance with the
requrements of Schedule 7A to the Companzes Act 1985 An
ordinary resolution to approve this report will be put to the
members at the forthcorming Annual General Meeting

The law requures the Company’s auditors to audit certain of
the disclosures provided Where disclosures have been
audited they are indicated as such The auditors’ opiruon 15
mcluded i their report on page 28

Directors’ Remuneration*

2008 2007
Director’s Name £ £
Roy Reynolds (Chairman) 27,500 27,500
David Gamble 18,000 18,000
Anatole Kaletsky 18,000 18,000
Roy Peters? - 5,500
Valentine Powell 18,000 18,000
Alan Saunders 22,000 21,744

'audited information
Retired o 30th Seplember 2006

The total Directors’ fees of £103,500 (2007 £108,744)
comprise £103,500 (2007 £108,744) 1n respect of aggregate
emoluments paid to Directors and £mil (2007 £ml) paid to
third parties for making available the services of Directors

The Board’s policy 1s that Directors’ fees should properly
reflect the ime spent by the Directors on the Company’s
business and should be at a level to ensure that candidates of
a high cahbre are recrunted to the Board The Chairman of
the Board and the Chairman of the Audit Commttee are
paid hugher fees than the other Directors, reflecing the
greater ume commutment involved in fulfilling those roles

The Remunerauon Commuttee reviews fees on a regular basis
and makes recommendations to the Board as and when
appropnate Reviews are based on information provided by
the Secretary, JPMAM, and industry research on the level of
fees pawd to the Directors of the Company’s peers and within
the investment trust industry generally The Directors’ fees
are not performance related and the Directors do not have
service contracts with the Company The terms and
conchons of Directors’ appomtments are set out 1n formal
letters of appointment The Arucles stupulate that aggregate
fees must not exceed £175,000 per annum Any 1ncrease in
this amount requures both Board and shareholder approval

With effect from 1st July 2008, Directors’ fees were increased
to the following levels Chairman £30,000, Audit Commuttee
Chairman £25,000, and other Ihrectors £20,000

The Company does not operate any type of incentive or
pension scheme and therefore no Directors receive bonus
payments or pension contrnibutions from the Company or
hold options to acquire shares in the Company Directors are
not paid compensation for loss of office No other payments
are made to Directors, other than the reimbursement of
reasonable out-of-pocket expenses mcurred in connection
with attending the Company’s business

A graph showing the Company’s share price total return
compared with the return on its benchmark index, the MSCI
Emerging Markets Free Index (in sterhng terms), over the last
five years s shown below

Five year share price and benchmark total return to
3oth June 2008

wwm Share Price Total Return
== Benchmark Tolal Return
Sourte Slmd.m!l Poor's — www funds,

/\-9-’ \[W

By ofder df the Board

Jonathan Latter, for and on behalf of

JPMorgan Asset Management (UK) Lumited, Secretary
26th Septernber 2008
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Directors’ Responsibilities in Respect of the Accounts

The Directors are responsible for prepaning the annual report
and the accounts tn accordance with apphcable law and

regulations

Company law requires the Directors to prepare accounts for
each finanaal year Under that law, the Directors have elected
to prepare the accounts i accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom
Accounung Standards and applicable law) The accounts are
requred by law to give a true and fair view of the state of
affairs of the Company and of the profit or loss of the
Company for that period In prepanng these accounts, the
Directors are requured to

+  select switable accounting pohcies and then apply them
consistently,

« make judgements and estumates that are reasonable and
prudent,

« state whether applicable UK Accounting Standards have
been followed, subject to any material departures
disclosed and explained 1n the accounts, and

- prepare the accounts on the going concern basis unless 1t
1s Inappropriate to presume that the Company will
continue 1n business

The Directors confirm that they comply wath these
requiIrements

The Directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any me
the finanaal positon of the Company and enable them to
ensure that the accounts comply with the Comparues Act
1985 They are also responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulannes

The accounts are published on the

www Jpmemergingmarkets co uk website, which 1s
maintained by the Company’s Manager, JPMorgan Asset
Management (UK} Lirmited (‘JPMAM’}) The mantenance
and integrity of the website mamtamed by JPMAM 13, so far
as 1t relates to the Company, the responsimhty of JPMAM
The work carried out by the auditors does not involve
consideration of the maintenance and integrity of ths
website and, accordingly, the auditors accept no responsibihity
for any changes that have occurred to the accounts since they
were mmutially presented on the website The accounts are
prepared mn accordance with UK legslation, which may differ
from legislation 1n other jurisdictions

Statement under the Disclosure & Transparency

Rules 4.1.12

The Directors each confirm to the best of therr knowledge
that

a) the accounts, prepared 1n accordance with applicable
accounting standards, give a true and fair wiew of the
assets, habilities, finanaal position and profit or loss of the
Company, and

b) this Annual Report includes a fair review of the
development and performance of the business and the
position of the Company, together with a descniption of
the prinapal risks and uncertainues that it faces

For and on behalf of the Board
Roy Reynolds,

Chairman

26th September 2008
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Independent Auditors’ Report’

To the members of [PMorgan Emerging Markets Investment
Trust plc

‘We have audrted the accounts of the JPMorgan Emerging
Markets Investment Trust plc for the year ended 30th June 2008
which comprise the Income Statement, the Reconciliation of
Movements 1n Shareholders’ Funds, the Balance Sheet, the Cash
Flow Statement and the related notes These accounts have been
prepared under the accounting policies set out therein We have
also audited the mformation 1n the Directors’ Remuneration
Report that 15 described as having been audited

Respective Responsibilities of Directors and Auditors

The Directors’ responsibilities for preparing the Annual Report
and the accounts 1n accordance with apphcable law and United
Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice) are set out in the Statement of
Directors’ Responsibilities The Directors are also responsible for
preparing the Directors’ Remuneration Report

QOur responsibility 15 to audit the accounts and the part of the
Directors’ Remuneration Report to be audited 1n accordance
with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland} This
report, including the opinion, has been prepared for and only
for the Company’s members as a body m accordance with
Section 235 of the Comparues Act 1985 and for no other
purpose We do not, inn giving this opimon, accept or assume
responsibity for any other purpose or to any other person to
whom this report 15 shown or into whose hands 1t may come
save where expressly agreed by our prior consent 1n writing

We report to you our opinion as to whether the accounts give a
true and fair view and whether the accounts and the part of the
Directors’ Remuneration Report to be audited have been
properly prepared wn accordance wath the Companies Act 1985
We also report to you whether in our opimon the information
given 1n the Directors’ Report 1s consistent with the accounts
The information given i the Directors” Report includes that
specific information presented in the Chairman’s Statement and
the Investment Manager’s Report that 1s cross-referenced from
the Business Review section of the Directors’ Report

In addition we report to you 1f, in our opumon, the Company has
not kept proper accounting records, 1f we have not recewved all
the information and explanations we require for our audt, or if
nformation specified by law regarding Directors’ remuneration
and other transactions 1s not disclosed.

We review whether the Corporate Governance Statement
reflects the Company’s complance with the nine provisions of
the Combined Code 2006 specified for our review by the Listing
Rules of the Financial Services Authority, and we report if it
does not We are not required to consider whether the board’s
statements on internal control cover all nisks and controls, or

! The accounts are published on wew |p

form an opimon on the effectiveness of the Company’s
corporate governance procedures or 1ts risk and control
procedures

We read the other information contained 1t the Annual Report
and consider whether 1t 15 consistent with the audited accounts
The other information comprises only the Fianaal Results, the
Chairman’s Statement, the Investment Manager’s Report and the
other elements of the Investment Review, the Directors’ Report,
the Corporate Governance Statement and the unaudited part of
the Directors’ Remuneration Report We consider the
mmplications for our report if we become aware of any apparent
musstatements or material inconsistencies with the accounts Our
responsibilities do not extend to any other information

Basis of audit opinion

‘We conducted our audit 1n accordance with International
Standards on Auditing (UK and Ireland} 1ssued by the Auditing
Practices Board An audit inciudes examination, on a test basis,
of enidence relevant to the amounts and disclosures 1n the
accounts and the part of the Directors’ Remuneration Report to
be audited It also includes an assessment of the sigmificant
estimates and judgments made by the Directors 1in the
preparation of the accounts, and of whether the accounting
policies are appropriate to the Company’s circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to obtam all the
mformation and explanattons which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the accounts and the part of the Directors’
Remuneration Report to be audited are free from material
musstatement, whether caused by fraud or other irregularity or
error In forming our opimion we also evaluated the overall
adequacy of the presentation of information 1n the accounts and
the part of the Directors’ Remuneration Report to be audited

Opinion
In our opimon

+ the accounts give a true and fair view, in accordance with
United Kingdom Generally Accepted Accounting Practice, of
the state of the Company’s affairs as at 30th June 2008 and of
its net return and cash flows for the year then ended,

» the accounts and the part of the Directers’ Remuneration
Report to be audited have been properly prepared in
accordance with the Comparnes Act 1985, and

- the information given m the Directors’ Report 15 consistent
with the accounts

WW&)O}\A.J wp

PRICEWATERHOUSECOOPERS LLP

Chartered Accountants and Registered Auditors
London 26th September 2008

co.uk, which is a website mamntained by the Company's Manager | PMorgan Asset Management (UK) Limited (JPMAM?) The mantenance and

Integrity of the website maintzined by lPMAM or any of ts subsidiaries is, so far as it retates to the Company, the responsibility of IPMAM The wark carried put by the auditors does not involve
consid af the r e and integrity of this webslite or any other website upon which the accounts may be publbshed and accordingly the auditors accept no responsibulity for any changes
that may accur to the accounts following presentation on a website Visitors to any website containing the accounts need ta be aware that legistation m the United Kingdam governing the preparation

and dissemination of the accounts may differ from legistation in thelr jurisdiction
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for the year ended 30th June 2008
2008 2007
Revenue Capital Total Revenue Capital Total
Notes £o00 £oo00 £fo00 £o00 £o00 £oo0
Gains from mmvestments held at fair value
through profit or loss 2 - 8,491 8,491 - 151,401 151,401
Net foreign currency losses — (516) (516} — (650) (650)
Income from investments 3 9,356 — 9,356 8,010 — 8,010
Other interest receivable and similar income 3 100 - 100 45 - 45
Gross return 9,456 7.975 17.431 8,055 150,751 158,806
Management fee A {5,394) - (5,394} (4,500) - (4,500)
Performance fee wnteback/(charge) 4 — 1,020 1,020 - (4.176) (4,176)
Other administrative expenses 5 {1,016) - {1,016} (88s) — (885)
VAT recoverabte 6 811 292 1,103 - - -
Net return on ordinary activities before
finance costs and taxation 3,857 9,287 13,144 2,670 146,575 149,245
Finance costs 7 (129) - {129) (55 - {55)
Net return on ordinary activities before
taxation 3,728 9,287 13,015 2,615 146,575 149,190
Taxation 8 (870) 533 (337} (458} - (458)
Net return on ordinary activities after
taxation 2,858 9.820 12,678 2,157 146,575 148,732
Return per share 10 2 59p 8 oop 11 49p 196p 132 88p 134 84p

Dividends proposed in respect of the financial year ended 30th June 2008 total 2.0p per share (2007: 2.0p per share) costing £2,206,000

(2007 £2,206,000) More details can be found in note g(a) on page 37

All revenue and capital items in the above statement denve from continuing operations No operations were acquired or discontinued in the year

The ‘Total' column of this statement 15 the Profit and Loss Account of the Company, and the ‘Revenue’ and ‘Capital’ columns represent supplementary
information prepared under guidance 1ssued by the Association of Investment Companies The ‘Total® column represents all the informatron that 1s
required to be disclosed in a Statement of Total Recogrused Gains and Losses ('STRGL') For this reason a STRGL has not been presented

The notes on pages 33 to 47 form an integral part of these accounts
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Reconciliation of Movements in Shareholders’ Funds

for the year ended 30th June 2008
Called up Capital
share Share redemption Other Capital Revenue
caplital premium reserve reserve reserves reserve Total
fooo fooo £oo0 £o00 £o00 fo00 fooo0
At 30th June 2006 27,575 71,052 1,665 69,939 188,467 2,183 360,881
Net return from ordinary actvities — — — - 146,575 2,157 148,732
Dimdends appropnated in the year - - - — - {1,655) {1,655)
At 30th June 2007 27,575 71,052 1,665 69,939 335,042 2,685 507,958
Net return from ordinary activities - - - - 9,820 2,858 12,678
Diwvidends appropriated in the year - _ — - - (2,206) (2,206}
At 30th June 2008 27.575 71,052 1,665 69,939 344,862 3.337 518,430

The notes on pages 33 to 47 form an integral part of these accounts
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at 30th June 2008
2008 2007
Notes fooo fooo
Fixed assets
Investments at fair value through profit or loss 494,100 511,914
Investments in hquidity funds at fair value through profit or loss 23,793 -
Total investments 11 517,902 511,914
Current assets 12
Debtors 2,392 808
Cash and short term deposits 7 925
Denvative financial instrument forward currency contract at
fair value through profit or loss 2 -
2,401 1,733
Creditors amounts falling due within one year 13 (1,873) (4,889)
Net current assets/ (llabilities) 528 (3.156)
Total assets less current liabllities 518,430 508,758
Creditors amounts falling due after more than one year
Provisions for liabilities and charges 14 — (8oo)
Total net assets 518,430 507,958
Capital and reserves
Called up share capital 15 27,575 27,575
Share premium 16 71,052 71,052
Capital redemption reserve 16 1,665 1,665
Other reserve 16 69,939 69.939
Capital reserves 16 344,862 335,042
Revenue reserve 16 1.337 2,685
Shareholders’ funds 518,430 507,958
Net asset value per share 17 470 0p 460 5p

The accounts on pages 29 to 47 were approved and authorrsed for issue by the Directors on 26th September 2008 and are signed on their behalf by

Alan Saunders
Director

The notes on pages 33 0 47 form anintegral part of these accounts
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Cash Flow Statement

for the year ended 30th June 2008

2008 2007

Notes £fo00 foao
Net cash (outfiow)/inflow from operating activitres 18 (1,351) 206
Returns on investments and servicing of finance
Interest paid (129) (55)
Net cash outflow from returns on investments and servicing of finance (129) (55)
Taxation
Taxation recovered 3 -
Capital expenditure and financial investment
Purchases of investments (189,032} (93.139)
Sales of investments 192,335 93,683
Other capital charges (z0) (18)
Net cash Inflow from capital expenditure and financial investment 3,283 526
Dividends paid (2,206) {1,655) !
Net cash outflow before financing (400) 978)
Decrease in cash in the year 19 (400} (578)

The notes on pages 33 to 47 form an integral part of these accounts
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Notes to the Accounts

for the year ended 30th June 2008

1.

Accounting policies

(a) Basis of accounting

The accounts are prepared in accordance with the Companies Act 1985, United Kingdom Generally Accepted Accounting
Practice ("UK GAAP’) and with the Statement of Recommended Practice ‘Financial Statements of Investment Trust Companies’
(the “SORP’) 1ssued by the AIC in December 2005 All of the Company's operations are of a continuing nature

The accounts have been prepared on a going concern basis under the historical cost convention, as modified by the
revajuation of investments and dervative financial instruments at fair value

The Company has adopted FRS 29 ‘Financial Instruments Disclosures’ for the first ime in these accounts FRS 29 introduces
new disclosure requirements relating to financial instruments Tius standard does not have any impact on the classification
and/or valuation of the Company’s financial instruments The disclosures required by this standard are given in notes 22 and
23 On pages 42 to 47

(b) valuation of iInvestments

(©

The Company’s business 15 mvesting in financial assets with a view to profiting from their total return in the form of income
and capital growth This portfolio of financial assets 1s managed and its performance evaluated on a fair value basis, in
accordance with a documented investment strategy and information 1s provided internally on that basis to the Company's
Board of Directors Accordingly, upon imitial recognition the investments are designated by the Company as “at fair value
through profit or loss’ They are included smtially at fair value which 1s taken to be their cost, excluding expenses incidental to
purchase which are written off in the capital column of the income statement at the time of acquisition Subsequently the
investments are valued at fair value which 1s bid market price for listed investments Unquoted and restricted investments are
valued at fair value by the Board In making its valuations, the Board has taken into account, where appropriate, latest dealing
prices, valuations from reliable sources, assets values and other relevant factors

Changes in the fair value of investments held at fair value through profit or loss and gains or losses on disposal are included in
the capital column of the income statement within ‘Gains from investments held at far vatue through profit or loss’ Expenses
tncidental to the purchase and sale of investments are also included within this caption All purchases and sales are
accounted for on a trade date basts

Income
Dividends receivable from equity shares are included in revenue on an ex-dividend basis except where, in the opinion of the
Board, the dividend 15 capital in nature, in which case 1t ts taken to capital

UK dividends are accounted for net of any tax credits Overseas dividends are shown gross of withholding tax

Interest recewvable from debt securities together with any premiums or discounts on purchase are allocated to revenue on a
time apportionment basis 5o as to reflect the effective interest rate of those secunties

Stock lending mcome and interest receivable on deposits is taken to revenue on an accruals basis

Where the Company has elected to recewve scnip dividends in the form of additional shares rather than in cash, the amount of
the cash dwidend forgone is recogmsed as income Any excess in the value of the shares received over the amount of the cash
dnidend is recogmsed in capital

Special dividends are recogmsed on an ex-dividend basis and are treated as a capital item or an income item depending on
the facts and crcumstances of each dividend

(d) Expenses

All expenses are accounted for on an accruals basis Expenses are allocated wholly to revenue with the following exceptions
- performance related fees are allocated 100% to capital,

- expenses incidental to the purchase of an investment are included within the cost of the investment and those ncidental
to the sale are deducted from the sales proceeds These expenses are commonly referred to as transaction costs and
include ttems such as stamp duty and broker commussions In accordance with the SORP, disclosure of transaction costs
15 now required and can be found in note 11
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Notes to the Accounts continued

(e) Finance costs
Finance costs are accounted for on an accruals basis and in accordance with the provisions of FRS 25 *Financial Instruments
Presentation’ and FRS 26 ‘Financial Instruments Measurement’

Finance costs are allocated wholly to revenue

(f) Financial instruments
Cash at bank and in hand may compnse cash and demand deposits which are readily convertible to a known amount of cash
and are subject to insignificant nsk of changes in value

Other recevables do not carry any interest, are short term in nature and are accordingly stated at nominal value as reduced by
appropriate allowances for estimated irrecoverable amounts

Interest bearning bank loans and averdrafts are recorded at the proceeds recerved net of direct 1ssue costs Finance costs,
including any premiums payable on settlement or redemption and drrect 1ssue costs, are accounted for on an accruals basis in
profit ar loss using the effective interest rate method

Denvative financiat instruments are valued at fair value and are included in current assets or current liabilities in the balance
sheet in accordance with FRS 26 ‘Financial Instruments Measurement’

Short term forward currency contracts are classified as denvative financial instruments and the net unrealtsed gain or loss i1s
included in debtors or creditors respectively This represents a change in accounting policy from the prior year where the
amount recewvable under these contracts and the amount payable was included separately in debtors and creditors
respectively The prior year accounts have been restated, however, this adjustment has no effect on the net assets of the
Company

(g) Foreign currency
In accordance with FRS23 *The effects of changes in Foreign Currency Exchange Rates' the Company 1s required to nominate a
functional currency, being the currency in which the Company predominantly operates The Board, having regard to the
currency of the Company’s share capital and the predominant currency in which its shareholders operate, have determined the
functional currency to be sterling Sterling s also the currency in whrch the accounts are presented

Transactions denominated in foreign currencies are converted at actual exchange rates as at the date of the transaction
Assets and liabilities denominated in foreign currencies at the year end are translated at the rates of exchange prevailing at
the year end

Any gain or loss ansing on monetary assets from a change in exchange rates subsequent to the date of the transaction 1s
included as an exchange gain or loss in revenue or capital, depending on whether the gan or loss 15 of a revenue or capital
nature Gains and losses on investments ansing from a change in exchange rates are included in gains from investments held
at fair value through profit or loss

(h) Taxation
Deferred tax 1s accounted for in accordance with FRS 19 ‘Deferred Tax’

Deferred tax 15 provided on all iming differences that have onginated but not reversed by the balance sheet date Deferred tax
habilities are recogrised for all taxable timing differences but deferred tax assets are only recognised to the extent that its
probable that taxabte profits will be avaiable against which those timing differences can be utilised

() Dividends
In accordance with FRS 21 ‘Events after the Balance Sheet Date’, dwvidends are included in the accounts in the year in which
they are paid

() VAT
Irrecoverable VAT 15 included in the expense on which 1t has been suffered The basis on which it has been calculated 15 the
partial exemption method using the proportion of taxable supplies to non taxable supplies Further information regarding VAT
on management fees 1s given in note 6 on page 36
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2008 2007
fooo foo0
2 Gains from investments held at fair value through profit or loss
Gamns from investments held at fair value through
profit or loss based on histonical cost 96,420 28,408
Amounts recognised as revaluatson gains in the previous year (84.911) (23.270)
Realised gamns based on carrying value at previous
batance sheet date 11,518 5,138
Net movement in revaluation gains (2,980) 146,285
Other capital charges (57) (22)
Total capital gains from investments held at fair value
through profit or loss 8,401 151,401
2008 2007
£o000 £o00
3. Income
Income from investments
Dividends from investments listed in the UK 23 121
Dividends from mvestments listed overseas 9,139 7,646
income from Liquichty fund 95 -
Scnip dividends 99 243
9,356 8,010
Other income -
Deposit interest 54 38
Stock lending fees 46 7
100 45
Total iIncome 9,456 8,055
2008 2007
fooo foo0
4. Management fee and performance fee
Management fee 5,505 4,215
VAT thereon (written back)/charged (111) 285
5.394 4,500
Performance fee (written back)/charged (749) 3,826
VAT {wnite back)/charge on prior year's performance fee {220) 350
Write back of VAT provision (51) -
(1,020) 4,176

Details of the management and performance fees are given in the Directors’ Report on page 19
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Notes to the Accounts continued

2008 2007
£'o00 £'o00
5. Other administrative expenses

Other management expenses 777 620
Directors' fees’ 104 109
Savings products? 110 131
Auditors’ remuneration - for audit services® 25 25
1,016 885

TFull disclosurs is given in the Directors Remuneration Repart on page 26
Zpakd to IPMAM for the marketing of ‘wrapper’ produdts.
Ancluces £300 (2007 £1,000) imecoverable VAT

6. VAT recoverable
tn November 2007, HM Revenue & Customs announced that it had withdrawn its appeal in the case, brought jointly by the AiC
and JPMorgan Claverhouse Investment Trust plc, challenging the imposition of VAT on management fees paid by investment
trust companies The Company ceased paying VAT on management fees with effect from 1st October 2007 and 1s entitled to
seek reimbursement of VAT paid in the past The VAT stated as recoverable represents VAT which 1s expected to be recovered
from the Manager with sufficient certainty in respect of most years from the Company's launch in 1991 1o 30th September
2007 The Board is satisfied with the legal advice that it has received on this matter The amounts will not be actually recerved
by the Company from the Manager until HM Revenue & Customs refunds certam amounts to the Manager The VAT expected to
be recoverable has been allocated between income and capital in the proportions in which it was expensed to income and
capital n each relevant peniod when it was paid by the Company

2008 2007
£'o00 f'o00
7. Finance costs
Bank loans and overdrafts 129 55
2008 2007
Revenue Capital Total Revenue Capital Total
£'000 f'o000 f'o000 £'000 f’o00 £'000
8. Taxation
() Analysis of tax charge in the year
UK corporation tax at 29 5% (2007 30%) 776 - 776 - — —
Double taxation relief (776) - (776) - - -
Overseas withholding tax 337 - 337 458 - 458
Tax attnbutable to expenses and
finance costs charged to capital 533 (533) - - - -

Current tax charge for the year 870 (533) 337 458 — 458
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®)

{a)

Factors affecting current tax charge for the year
2008 2007
£foo0 £foa0 £fo0o fooo fooo £ooo

Net return on ordinary activities before taxation 3,728 9,287 13,015 2,615 146,575 149,160
Net return on ordmary activities before taxation

multiplied by the applicable rate of corporation

tax of 29 5% (2007 30%) 1,099 2,740 3.839 784 43,973 44,757
Effects of
Non taxable capital returns - (2,353) (2,353) - (45,225) (45,225)
Non taxable UK dividends ] - @) 36 T - (36)
Non taxable scrip dividends (29} - (29) 73) — @3
Income taxed in different penods (127) - (127 45 — 45
Tax relief on capitalised expenses 387 (387) - {1,252) 1,252 -~
Overseas withholding tax 337 — 337 458 - 458
Double taxation relief (776) - (776) - — -
Brought forward excess expenses utilised (547) - (547} - — —
Unrelieved expenses - - - 532 - 532
Tax attributable to expenses charged to capital 533 (533} - - - —
Current tax charge for the year 870 (533) 337 458 — 458

The Company has an unrecognised deferred tax asset of £1,681,000 based on a prospective corporation tax rate of 28%
{2007 £2,882,000 based on a corporation tax rate of 30%) This has arnsen because deductible expenses have exceeded
taxable income This asset may be utilised n future years where there 1s an excess of taxable income over deductible
expenses Given the composition of the Company’s portfolio, it 1s not likely that this asset will be utilised in the foreseeable
future

Given the Company’s status as an investment trust company and the intention to continue meeting the conditions required to
obtamn approval, the Company has not provided deferred tax on any capital gains or losses ansing on the revaluation or
disposal of investments

Dividends
2008 2007
£o00 fooo
Dividends paid
2007 Final dvidend of 2 op {2006 15p) 2,206 1,655
Total dividends paid in the year 2,206 1,655
Dividends dectared
Final diidend payable of 2 op (2007 2 op} 2,206 2,206
Total dvidends payable 2,206 2,206

The final dividend proposed in respect of the year ended 30th June 2008 Is subject to approval at the forthcoming Annual
General Meeting In accordance with the accounting policy of the Company, this dividend will be reflected in the accounts for
the year ending 30th June 2009
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Notes to the Accounts continued

(b) Dividend for the purposes of Section 842 of the Income and Corporation Taxes Act 1688
The requirements of Section 842 of the Income and Corporation Taxes Act 1988 are considered on the basis of dividends
declared in respect of the financial year, as follows

2008 2007
£o00 £foo00
Finat dwidend payable of 2 op (2007 2 op) 2,206 2,206
Total dwvidend for Sectton 842 purposes 2,206 2,206

The revenue available for distribution by way of dividend for the year s £2,858,000 (2007 £2,157,000)

10 Return per ordinary share
The revenue return per share 1s based on the earnings attributable to the ordinary shares of £2,858,000 (2007 £2,157,000}
and on the weighted average number of shares in 1ssue during the year of 110,303,742 (2007 110,303,742)

The capital return per share 1s based on the capnal gains attnbutable to the ordinary shares of £9,820,000
(2007 £146,575,000) and on the weighted average number of shares in 1ssue during the year of 110,303,742
(2007 110,303,742)

The total return per share 1s based on the total return attributable to the ordinary shares of £12,678,000 (2007 £148,732,000)
and on the weighted average number of shares in 1ssue duning the year of 110,303,742 (2007 110,303,742)

2008 2007
£foo00 fooo
11. Investments
Investments listed on a recognised investment exchange 517,902 511,913
Unlisted investments - 1
517,602 511,914
2008
Listed

overseas Unlisted Total

£000 £fo00 £o00

Opening book cost 240,304 — 240,304
Opentng revaluation gamns 271,609 1 271,610
Opening valuation 511,913 1 511,914

Movements in the year

Purchases at cost 189,785 — 189,785
Sales — proceeds (192,335) - (192,335)
Sales — realised gains/(osses} on sales 11,519 (1 11,518
Net change in revaluation gains (2,980) — (2,980)
517,902 - 517,902

Closing book cost 334,183 - 334,183
Closing revaluation gains 183,719 — 183,719
517,902 - 517,902

Transaction costs on purchases during the year amounted to £436,000 {2007 £200,000) and on sales during the year
amounted to £428,000 (2007 £219,000) These costs comprise brokerage commission

Duning the year £84,911,000 of prior year revaluation gains have been transferred to realised reserve as disclosed in note 16
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2008 2007
£o00 fooo
12. Current assets
Debtors
Dividends and interest recevable 1,228 704
Other debtors 61 104
VAT recoverable’ 1,103 -
2,392 808

13.

*Further detaits are given in note é on page 36
The Directors consider that the carrying amount of debtors approximates to their fair value

Cash and short term deposits

Cash and short term deposits comprises bank balances and cash held by the Company, including short term bank deposits
The carrying amount of these represents their fair value Cash balances in excess of a predetemined amount are placed on
short term deposit at market rates of interest

2008 2007
£o00 fooo
Creditors. amounts falling due within one year
Secunities purchased for future settlement 1,377 723
Performance fee payable - 3,258
VAT payable on accrued performance fee - 220
Other creditors and accruals 496 688
1,873 4,889

The Directors constder that the carrying amount of creditors approximates to their farr value

2008 2007
£o000 fooo
. Provision for liabilities and charges
Performance fee payable*
Opening balance 749 181
Performance fee (writeback)/charge for the year (749) 3,826
Amount realised during the year — (3.258)
Closing Balance - 749

*Further detaits on the performance fee can be found in the the Directors’ Report on page 19

2008 2007
fooo fooo
Iirecoverable VAT on performance fee payable
Opening balance 51 5
(Wnteback)/charge for the year (51) 266
Amount realised durning the year - (220)

Closing Balance - 51
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15.

16.

17.

2008 2007
fooo £o000
Called up share capital
Authonsed share capital
296,000,000 ordinary shares of 25p each 74,000 74,000
Issued and fully paid share capital
Ordinary shares of 25p each
110,303,742 shares (2007 same) 27,575 27,575
Capital Capital Capital
Share redemption Other reserve — reserve — Revenue
premium reserve reserve realised unrealised reserve
£oo0 £oo0 fooo fooo fooo £ooo
Reserves
Opening halance 71,052 1,665 69,939 64,232 270,810 2,685
Currency loss on cash and short-term
depaosits held during the year - — — (518) - -
Unrealised gains on foreign currency contracts - — - - 2 —
Realised gains on investments - - - 11,518 - —
Net change in revaluation gains - — - - (2,980} —
Transfer on disposal of mvestments - — - 84,911 (84,911) -
Performance fee writeback - — - - 749 —
Writeback of VAT on prior years’ performance fee - — - 220 — —
Writeback of VAT provision - - — — 51 —
VAT recoverable - — — 292 - -
Other capital charges - — — {47 - —
Tax relief on expenses charged to capital — - - 533 — -
Dividends appropnated in the year — - - - — (2,206)
Retained revenue for the year - - - - - 2,858
Closing balance 71,052 1,665 69,939 161,141 183,721 3,337

The Company may only distribute accumulated ‘realised’ profits The Institute of Chartered Accountants in England and Wales,

has issued guidance (TECH o1/08), stating that profits anising out of a change in fair value of assets, recognised in accordance
with Accounting Standards, may be distnibuted, provided the relevant assets can be readily converted into cash Secunties
listed on a recognised stock exchange are generally regarded as being readily convertible into cash and hence revaluation
gains less losses amounting to £183,719,000 currently included within the Capital reserve — unrealised may be regarded as

distributable under company law

Net asset value per share

Net asset value per share 1s based on funds attributable to shareholders of £518,430,000 (2007 £507,958,000) and on
110,303,742 (2007 same) shares in issue at the year end
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2008 2007
£o00 £oo0
18. Reconciliation of total return on ordinary activities before finance
costs and taxation to net cash inflow from operating activities
Total return on ordinary activities before finance
costs and taxation 13,144 149,245
Capital return before finance costs and taxation (9,287) (146,575)
Scrip dividends receved as income (59 (243)
(Increase)/decrease i accrued income (524) 155,
VAT recoverable (811) —
Decrease in other debtors 43 58
(Decrease)/increase in accrued expenses (222} 502
Tax on unfranked investment income 337 (458)
Performance fee paid (3,258) (2,330
VAT on performance fee paid - (148
Net cash (outflow)/inflow from operating actwities (1,351} 206
At 30th June Exchange At3oth june
2007 Cash flow movements 2008
£oo00 £o00 £ooo0 £000
19. Analysis of changes In net funds
Cash at bank and in hand 925 (400) (518) 7

20. Contingent liabilities and capital commitments
There were no contingent labilities or capital commitments at the balance sheet date (2007 £n1l)

21. Transactions with the Manager
Details of the management contract are set out in the Directors’ Report on pages 18 and 15 The terms make allowance for the
exclusion of management charges on investments held in funds on which IPMorgan Asset Management (‘(JPMAM’) earns a
management fee The fee payable to JPMAM for the year was £5,505,000 (2007 £4,215,000) of which £nil (zo07 £493,000)
was outstanding at the year end

No performance fee 15 payable for the year (2007 £3,258,000) and £nil (2007 £3,258,000) was outstanding at the year end
An amount of £mil (2007 £749,000) 15 carried forward and will either be paid or absorbed by underperformance in subsequent
years

Expenses amounting to £110,000 (2007 £131,000) were payable to JPMAM for the marketing of its savings products of which
£nil (zo07 £nil) was outstanding at the year end

Included 1n other management expenses In note 5 on page 36 are safe custody fees payable to the |[PMorgan Group
amounting to £495,000 (2007 £389,000) of which £360,000 (2007 £100,000) was outstanding at the year end

JPMAM carries out some of its dealing transactions through group subsidiaries These transactions are carried out at arm's
length The commission payable to JPMorgan Secunties for the year was £nil (2007 £34,000) of which £nil (2007 £51,000)
was outstanding at the year end

Handling charges incurred on dealing transactions amounting to £47,000 (2007 £22,000) were payable to the JPMorgan
Group of which £34,000 (2007 £7,000} was outstanding at the year end

The Company holds an investment in a fund managed by JPMAM At 3oth June 2008 this investment was valued at £8,000
(2007 £13,000) No purchases or sales of this investment were made during the year and no income was recewvable
(2007 £nil}
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During the year, the Company made purchases and sales of units in the JPMorgan US Dollar Liguidity Fund, which i1s managed
by IPMAM At the year end, the Company's investment in this fund amounted to £23,793.000 and represented 4 6% of the
Company’s investment portfolio Income amounting to £95,000 was receivable from this investment for the year

The Company has received £46,000 (2007 £7.000) from stock lending transactions during the year |PMAM commussions in
respect of such transactions amounted to £12,000 (2007 £2,000)

At the year end, a bank balance of £7,000 (2007 £51,000) was held with JPMorgan Chase A net amount of interest of £30,000
(=007 £38,000) was recevable by the Company from JPMorgan Chase for the year

22, Financial instruments’ exposure to risk and risk management policies
As an investment trust company, the Company invests in equittes and other secunties for the long term so as to secure its
investment objective stated on page 16 In pursuing this objective, the Company 1s exposed to a vanety of nsks that could
result in a reduction in the Company’s net assets or a reduction in the profits available for dmvidends These risks include
market nsk (comprising currency risk, interest rate nisk and other price nisk), iquidity risk and credit sk The Directors’ policy
for managing these risks 15 set out below The Company Secretary, in close co-operation with the Board and the Manager,
co-ordinates the Company's risk management

The objectives, policies and processes for managing the nisks and the methods used to measure the nsks that are set out
betow, have not changed from those applying in the comparative year

The Company’s financial instruments may compnse the following

s investments in equity shares of overseas companies and a US Dollar iquidity fund which are held in accordance with the
Company's investment ohjective,

+ short term debtors, creditors and cash ansing directly from its operations, and
* short term forward currency contracts for the purpose of settling short term liabilities

{a) Market risk

The fair value or future cash flows of a financial instrument held by the Company may fluctuate because of changes in market
prnices This market risk comprises three elements — currency nisk, interest rate nisk and other price nsk Information to enable
an evaluation of the nature and extent of these three elements of market risk is given in parts (1) to {1) of this note, together
with sensitivity analysis where appropriate The Board reviews and agrees policies for managing these risks, which policies
have remained unchanged from those applying in the comparative year The Manager assesses the exposure to market nisk
when makmg each investment decsion and monstors the overall level of market risk on the whole of the investment portfolio
on an ongomng basis :

(i) Currency risk
Certain of the Company’s assets, habiltties and income are denominated 1n currencies other than sterting (the Company’s
functional currency and the currency in which it reports) As a resuit, movements in exchange rates may affect the sterling
value of those items

Management of currency risk

The Manager manitors the Company's exposure to foreign currencies on a daily basis and reports to the Board, which
meets on at least five occastons each year The Manager measures the nsk to the Company of the foreign currency
exposure by considering the effect on the Company’s net asset value and income of a movement in the rates of exchange
to which the Company’s assets, liabilities, income and expenses are exposed Income denominated in foreign currencies Is
converted to sterling on receipt The Company may use short term forward currency contracts to manage working capital
capital requirements It 1s currently not the Company’s policy to hedge against foreign currency nsk

Foreign currency exposure

The fair value of the Company’s monetary items that have foreign currency exposure as at 3oth June are shown below
where the Company's equity investments (which are not monetary items) are priced in a foreign currency, they have been
mcluded separately in the analysis so as to show the overall level of exposure
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2008
South South
us Korean African Indian Taiwan
Dollars Won Rands Rupees Dollars Other Total
£ooo fooo fooo fooo fooo foo0 foo0
Investments at fair value through profit
or loss that are monetary items 23,793 — — — — — 23,793
Net current (Labilities)/assets (1,231) - (155) - 50 1,238 (98)
Foreign currency exposure on net
monetary items 22,562 — (z55) — 50 1,238 23,695
Investments at fair value through profit
or loss that are equities 206,388 26,025 59,397 39,907 11,045 151,258 494,020

Total net foreign currency exposure 228,950 26,025 59,242 39,907 11,095 152,496 517,715

The above year end amounts are not representative of the exposure to foreign currency nsk during the year Investments
at fair value through profit or loss that are monetary items comprises the holding in the |JPMorgan US Doltar Liquidity Fund
which has fluctuated between £rl and £23,793,000 during the year

2007

South South
us Korean African Indian Taiwan

Dollars Won Rands Rupees Dollars Other Total
£o00 £o00 fooo fooo fooo fooo faoo
tnvestments at far value through profit
or loss that are monetary items — - - - - - -
Net current {liabilities)/assets (405) 13 - - 954 281 843
Foreign currency exposure on net
monetary items (405) 13 — — 954 281 843
investments at fair value through profit
or loss that are equities 175,243 62,144 53,206 46,320 15,819 159,172 511,913
Total net foreign currency exposure 174,838 62,157 53,206 46,329 16,773 159,453 512,756

The above year end amounts are broadly representative of the exposure to foreign currency nsk during the comparative
year

Foreign currency sensitivity

The following tables illustrate the sensrtivity of profit after taxation for the year and equity with regard to the Company’s
maonetary financial assets and financial llabihities and exchange rates The sensitivity analysis 1s based on the Company’s
monetary currency financial instruments held at each balance sheet date and assumes a 10% appreciation or depreciation
in sterling against the US Daollar, South Korean Won, South African Rand, Indian Rupee, new Taiwan Dollar and other
currencies to which the Company 1s exposed, which 1s deemed reasonable based on the volatility of exchange rates during
the year

If sterling had weakened this would have had the following effect

2008 2007
£fooo £000
income statement return after taxation
Revenue return 934 788
Capntal return 2,370 84
Total return after taxatton for the year 3,304 872

Net assets 3,304 872
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Notes to the Accounts continued

Conversely If sterling had strengthened this would have had the following effect

2008 2007
fooo £o00
Income statemnent return after taxation
Revenue return {934) (788)
Capital return {2,370) {84)
Total return after taxation for the year (3.304) 872)
Net assets {3.304) {872)

In the opimion of the Directors, the above sensitivity analysis is not representative of the whole of the current year
Investments at fair value through profit or loss that are monetary items comprises the holding in the |PMorgan US Dollar
Liguidity Fund which has fluctuated between £mi and £23,793,000 during the year However the analysis 1s broadly
representative of the whole of the comparative year

(n) Interest rate risk

Interest rate movements may affect the level of Income receivable on cash deposits and investments in hquidity funds

Management of interest rate risk
The Company does not normally hold significant cash balances Short term borrowings are used when required

Interest rate exposure
The exposure of financial assets and liabilities to floating interest rates, giving cash flow interest rate risk when rates are
re-set, 15 shown below

2008 2007
fooo £ooo
Exposure to floating interest rates
Cash and short term deposits 7 925
JPMorgan US Dollar Liquidity Fund 23,793 —
Total exposure 23,800 925

Interest recevable on cash balances 1s at a margin over LIBOR
The target interest earned on the IPMorgan U5 Dollar Liquidity Fund 1s the 7 day US Dollar London Interbank Bid Rate

The expasure to floating interest rates has fluctuated dunng the year hetween net overdraft balances and net cash and
ligquidity fund balances as follows

2008 2007
fooo feooo
Maximum nterest rate exposure to floating rates
—net overdraft balances (5,134) (1,530)
Minimum interest rate exposure to floating rates
- net cash and liquidity fund balances 26,372 7.183

Interest rate sensifivity
The following table illustrates the sensitivity of the revenue after taxation for the year and net assets to a 1% increase or
decrease in interest rates n regards to the Company’s monetary financial assets and financial habilities This level of

change 15 cansidered to be reasonably possible based on observation of current market conditions The sensitivity analysis

1s based on the Company’s monetary financial instruments held at the balance sheet date, with all other vaniables held
constant
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' 2008 2007
Increase Decrease Increase Decrease
in rate in rate In rate In rate
£fooo £000 fooo fooo

Income statement ~ return after taxation
Revenue return increase/(decrease) 238 (238) 9 ©)
Capital return - — — —

Total increase/(decrease) i return after taxation for the year 238 (238) 9 (9)

Net assets increase/(decrease) 238 (238) 9 )

In the opimon of the Directors, the above sensitivity analysis 1s not representative of the whole year as the level| of
exposure has fluctuated between net overdraft balances and net cash and liquidity fund balances as shown above

(iif) Other price risk

Other price nsk includes changes 1n market prices, other than those arsing from interest rate risk or currency nisk, which
may affect the value of investments

Management of other price nsk

The Board meets on at least five occasions each year to consider the asset allocation of the portfolio and the nsk
associated with particular industry sectors The mvestment management team has responsibility for momtoring the
portfolio, which 1s selected in accordance with the Company’s investment objectives and seeks to ensure that individual
stocks meet an acceptable nisk reward prefile

Other price risk expostre
The Company’s exposure to changes in market prices at zoth June comprises its holdings in equity investments as follows

2008 2007
foco fooo
Equity investments at fair value through profit or loss 494,019 511,914

The above data 1s broadly representative of the exposure to other price risk during the year

Concentration of exposure to other price risk

An analyss of the Company's investments 1S given on pages 13 and 14 This shows that the investments’ value 15 1n a broad
spread of countries with no concentration of exposure to any one country It should also be noted that an investment’s
country of domicile does not necessaniy equate to the economic conditions in that country

Other price risk sensttivity

The following table illustrates the sensitity of net assets to an increase or decrease of 10% n the fair value of the
Company's equities in sterting terms  Thus level of change 1s considered to be reasonably possible based on observation of
current market conditions The sensitivity analysis 1s based on the Company’s equities and adjusting for change in the
management fee, but with all other vaniables held constant

2008 2007
Increase in  Decrease in  Increasein  Decreasein
fair value fair value fair value fair value

fooo fooo fooo fooo
Income statement — return after taxatton
Revenue return — (decrease)/increase (642) 642 (512 51z
Capital return — increase/{decrease} 49,402 (49,402) 51,191 (51,191)

Total retum after taxation and net assets — increase/(decrease) 48,760 (48.760) 50,679 (50,679)
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(b) Liquidity risk
This 1s the nsk that the Company will encounter difficulty in settling financial babilities as they fall due

Management of the risk
Liquidity nisk 1s not significant as the Company’s assets compnse readily realisable secunities, which can be sold to meet
funding requirements if necessary Short term flexibility 1s achieved through the use of overdraft facilities

Liguidity risk exposure
Contractual maturities of the financial labibties at the year end, based on the earliest date on which payment can be required
are as follows

2008 2007
Three Three
months  More than months  More than
or less one year Total or less one year Total
foo0 fooo fooo fooo £000 £foo00
Creditors amounts falling due within
one year
Purchases of investments for future
settlement 1,377 - 1,377 723 — 723
Performance fee payable - - - 3.478 — 3,478
Other creditors 496 - 496 688 — 688
Creditors amounts falling due after more
than one year
Provision for performance fee payable — - — - 749 749
1,873 - 1,873 4,889 749 5638

{¢) Credit risk
Credt risk is the risk that the counterparty to a transaction fails to discharge its obhigations under that transaction which coutd
result in loss to the Company

Management of credit risk
This nsk 1s not significant and 1s managed by

= only dealing with brokers which have been approved by JPMAM and banks with high credit ratings assigned by
international credit rating agencies, and

* setting imits to the maximum exposure to any one counterparty at any time

Credit risk exposure
The amounts shown n the balance sheet under debtors and cash and short term deposits represent the maximum exposure to
credit sk at the current and comparative year ends

Cash at bank comprises balances held at banks with an AA credit rating or higher (2007 same)

The aggregate value of securities on loan at 3oth June 2008 amounted to £512,000 The highest value of secunties on toan
dunng the year ended 30th June 2008 amounted to £9,391,000 Collateral with a fair value equivalent to 105% of the
cutstanding value of secunttes on loan i1s obtarned by |PMorgan Chase as agent to the Company Collateral acceptable under
the Stock Lending Agreement may comprise cash, British Government Stock, sterling 1ssues by foreign governments, sterling
certificates of deposit and other secuntres with a similarly high credit rating

(d) Fair values of financial assets and financial liabilities
All financial assets and habilities are either included in the balance sheet at fair value or the carrying amount in the balance
sheet 1s a reasonable approximation of fair value
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23 Capital management policies and procedures
The Company’s capital management objectives are to ensure that it will continue as a going concern and to maximise capital
return to shareholders

The Board, with the assistance of the Manager, monitors and reviews the broad structure of the Company’s capital on an
ongoing basis This review includes

* the need to buy back equity shares, either for cancellation or to hold in Treasury, which takes into account the share price
discount or premium,

¢ the need forissues of new shares, including 1ssues from Treasury, and
¢ the ability to employ geanng when the Manager believes this appropriate
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Information about the Company

Financial Calendar

Financial year end

Final results announced

Half year end

Half year results announced

interim Management Statements announced
Dwidend on ordinary shares paid

Annual General Meeting

History

The Company was launched 1n July 1991 wath assets of
£60 mulhion In March 1993 the Company raised a further
£50 mulhion by an 1ssue of conversion shares On 13th Apri
2006, an addinonal £76 milhon was raised by an ssue of
shares following the reconstruction of F&C Emerging
Markets Investment Trust plc The Company adopted 1ts
current name in November 2005

Company Numbers

Company registration number 2618994
London Stock Exchange number (341895
ISIN GB0003418950

Bloomberg code TMG LN

Market Information

The Company lists 1ts shares on and pubhshes its estimated
net asset value ("NAV’} via the London Stock Exchange The
market price 15 shown daily in the Finanaal Times, The
Times, the Daily Telegraph, The Scotsman, The Independent
and on the JPMorgan website at

www jpmemergingmarkets co uk, where the share pnce 15
updated every fifteen munutes dunng trading hours

Website .
www jpmemergingmarkets co uk

Share Transactions

The shares may be dealt 1n directly through a stockbroker or
professional adviser acing on an mvestor’s behalf They may
also be purchased and held through the Investment Trust
Share Plan, Individual Savings Account (‘ISA’) and the
Pension Account.

Manager and Company Secretary
JPMorgan Asset Management (UK) Limited

Investment Comparies A member of the AIC

30th June
September
December
February
May and November
November
October/November
Company’s Registered Office
Finsbury Dials
20 Finsbury Street
London EC2Y 9AQ)

Telephone number 0207 742 6000

Please contact Jonathan Latter for comnpany secretarial and
adnmunistrative matters, at the Company’s registered office

Registrars

Equimita

Reference 1081

Aspect House

Spencer Road

Lancng

‘West Sussex BN99 6DA

Telephone number 0871 384 2320

Notifications of changes of address and enquurtes regarding
share certificates or dividend cheques should be made in
wrniting to the Registrar quoting reference 1081

Registered shareholders can obtan further details on
mdvidual holdings on the interriet by visiting
www shareview co uk.

Savings Product Administrators
For queries on the JPMorgan 15A, Share Plan or Pension
Account, see contact details on the back cover of this report

Auditors
PricewaterhouseCoopers LLP
Hay’s Gallerza

1 Hay’s Lane

London

SE1 2RD

Brokers ~
Winterflood Securities

The Atrium Building

Cannon Bridge

25 Dowgate Hill

London EC4R 2GA

Telephone number (20 310 0000
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Shareholder Analysis
at 30th June 2008

Number of shares % Holding
Unit Trusts 23,979,621 218
Penston Funds 18,001,922 16 3
Investment Trusts® 12,111,037 10
Insurance Companies 11,441,143 10 4
Other institutions 7,298,117 66
Charities 1,909,389 17
Total Institutions 74,741,229 67 8
Private Client Brokers 14,037,798 127
Retall Investors? 11,732,833 106
Indviduals i the Investment Trust Shareplan 6,867,125 62
Indmwiduals in the Investment Trust Individual Savings Account 1,976,012 18
Individuals in the Investment Trust Pension Account 948,745 09
Total Retail Holdings 35,562,513 322
Total Shares in Issue 110,303,742 1000

Nominee accounts have been allocated to their appropriate category
"Inctudes 1.350,000 shares held by |PMorgan Elect ple.

%Includes shareholders below 10 0oa threshotd
35gvings product managed by JPMorgan.

Source Thomson Financiat
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Notice of Meeting

Notice 15 hereby given that the Seventeenth
Annual General Meeting of JPMorgan
Emerging Markets Investment Trust plc will
be held at the Salters’ Hall, 4 Fore Street,
London EC2Y 5DE on 6th November 2008
at 3.00 p.m. for the following purposes:

1 To receive the Directors’ Report, the Annual Accounts and
the Auditors’ Report for the year ended 30th June 2008

2 To approve the Directors’ Remuneration Report for the
year ended 30th June 2008

To approve a final dividend of 2 00p per share
To re-elect Nigel Kenny as a Director of the Company
To re-elect David Gamble as a Director of the Company

To re-elect Roy Reynolds as a Director of the Company

Rt I « AU ¥, IR N 5

To re-appownt PricewaterhouseCoopers LLP as Auditors to
the Company and to authonse the Directors to determine
their remuneration

Special Business
To consider the following resolutions

Continuation vote ~ Ordinary Resolution

8 THAT the Company continue In existence as an
mvestment trust for a further three year period

Authonty to allot new shares — Ordinary Resolution

9 THAT the Directors of the Company be and they are
hereby generally and unconditionally authonised, {in
substitution of any authorities previously granted 1o the
Drrectors), pursuant to Section 80 of the Companues Act
1985 (the ‘Act’) to exercise all the powers for the Company
to allot relevant secunties (withun the meamng of Section
80 of the Act) up to an aggregate nomnal amount of
£1,378,796, representing approxumately 5% of the
Company’s 1ssued ordinary share capital as at the date of
the passing of this resolution, provided that this authonty
shall expire at the conclusion of the Annual General
Meeting of the Company to be held 1n 2009 unless
renewed at a general meeung prior to such time, save that
the Company may before such expiry make offers,
agreements or arrangements which would or might
requure relevant securitees to be allotted after such expiry
and so that the Directors of the Company may allot
relevant securities in pursuance of such offers, agreements
or arrangements as 1f the authority conferred hereby had
not expired

Authority to disapply pre-emption nights on allotment of
relevant securities — Special Resolution

10 THAT subyect to the passing of Resolution 9 set out above,
the Directors of the Company be and they are hereby
empowered pursuant to Section 95 of the Act to allot
equity secunties (within the mearung of Section 94 of the
Act) pursuant to the authornity conferred by Resolution 9
or by way of a sale of Treasury shares as 1f Section 89(1} of
the Act did not apply to any such allotment, provided that
this power shall be hrmited to the allotment of equity
secunities for cash up to an aggregate nomnal amount of
£1,378,796, representing approximately 5% of the 1ssued
ordinary share capital as at the date of the passing of this
resolution at a price of not less than the net asset value per
share and shall expire at the conclusion of the Annual
General Meeting of the Company to be held .1 2009
unless renewed at a general meeting prior to such tume,
save that the Company may before such expiry make
offers, agreements or arrangements which would or might
require equity securities to be allotted after such expiry
and so that the Directors of the Company may allot equuty
securities n pursuant of such offers, agreements or
arrangements as if the power conferred hereby had not

expired

Authority to repurchase the Company’s shares — Special
Resolution

11 THAT the Company be generally and, subject as
heremafter appears, uncondinonally authorised 1n
accordance with Section 166 of the Compames Act 1985
(the ‘Act’) to make market purchases (within the meaning
of Section 163 of the Act) of its 1ssued ordinary shares of
25 pence each 1n the capital of the Company

PROVIDED ALWAYS THAT

(1) the maxamum number of ordmnary shares hereby
authonsed to be purchased shall be 16,534,530 or 1f
less, that number of shares which 1s equal to 14 99%
of the Company’s 1ssued ordinary share capital as at
the date of the passing of this Resolution,

(u) the mmmmum price which may be paid for an
ordinary share will be 25 pence,

() the maxamum price which may be pad for an
ordinary share shall be an amount equal to the
highest of (a) 105% of the average of the muddle
market quotations for an ordinary share taken from
and calculated by reference to the London Stock
Exchange Daily Official List for the five business days
unmediately preceding the day on whuch the ordinary
share 1s purchased or (b) the price of the last
independent trade, or (c) the ughest current
independent bid,
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{1v) any purchase of ordinary shares will be made 1n the
market for cash at prices below the prevailing net asset
value per ordinary share (as determined by the
Directors),

(v) the authority hereby conferred shall expire on
5th May 2010 unless the authonty 1s renewed at the
Company’s Annual General Meeting 1n 2009 or at any
other general meeting pnor to such tune, and

{v1) the Company may make a contract to purchase
ordinary shares under the authonty hereby conferred
prior to the expiry of such authonty and may make a
purchase of ordmary shares pursuant to any such
contract notwithstanding such expiry

Adoption of new Articles of Association — Special Resolution

12 THAT the Articles of Association, contained in the
document produced 10 the meeting and signed by the
Chairman for the purposes of identification, be approved
and adopted as the new Articles of Association of the
Company 1 substitution for, and to the exclusion of, the
existing Articles of Association, with effect from the

conclusionj of the 2008 Annual General Meeting
~ e

e Board
jer, for and on behalf of
JPMorgan Asset Management (UK) Limited,

Secretary
26th Septernber 2008

51
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Notice of Meeting continued

Notes
These notes should be read 1n conjuncuon with the notes on the reverse of
the proxy form

A member enutled to attend and vote at the Meeting may appont
another person(s) {(who need not be a member of the Company) to
exercise all or any of hus rights to attend, speak and vote at the Meeting
A member can appoint more than one proxy 1n relation to the Meeting,
provided that each proxy 15 appointed to exeraise the rights attaching to
different shares held by him

A proxy does not need to be 2 member of the Company but must attend
the Meeting to represent you. Your proxy could be the Chairman, another
director of the Company or ancther person who has agreed to attend to
represent you Details of how to appoint the Chairman or another
person(s) as your proXy of proxies using the proxy form are set cut tn the
notes to the proxy form If a voung box on the proxy form 15 left blank,
the proxy or praxies will exercise his/their discretton both as to how to
vole and whether he/they abstain(s) from voung Your proxy must attend
the Meeting for your vote to count Appointing a proxy or proxies does
not preclude you from attending the Meeting and voting in person If
you attend the Meeting mn person, your proxy appomtment will
automatically be terminated

A copy of this notice has been sent for information only to persons who
have been nominated by a member ta enjoy information nights under
section 146 of the Companies Act 2006 (a ‘Nominated Person’} The
rights to appotnt a proxy can not be exercised by a Nomunated Person
they can only be exercised by the member However, a Nominated Person
may have a nght under an agreement between tum and the member by
whom he was nomtnated to be appointed as a proxy for the Meeting or
to have someone else so appointed If a Nomimnated Person does not have
such a nght or does not wish to exercise it, he may have a nght under
such an agreement to give instructions to the member as to the exercise
of voting rights

Any instrument appointing a proxy, to be vaiid, must be lodged 1n
accordance with the mstructions given on the proxy form

You may change your proxy instructions by returning a new proxy
appointment. The deadline for receipt of proxy appoimntments {see above)
also apphes 1n relation to amended mstructions. Any attempt to
termnate or amend a proxy appowntment recerved after the relevant
deadhine will be disregarded Where two or more valid separate
appomtments of proxy are recerved in respect of the same share in
respect of the same Meeung, the one which 1s last sent shall be treated as
replacing and revokang the other or others

To be entitled to attend and vote at the Meeting (and for the purpose of
the determmation by the Company of the number of votes they may
cast), members must be entered on the Company’s register of members
as at 6 00 pm two days prior to the Meetng (the ‘specified ime’) If the
Meetng 15 adjourned to a ime not more than 48 hours after the
specified ime applicable to the onginal Meeting, that time will also apply
for the purpose of determining the entitlement of membets to attend
and vote (and for the purpose of determining the number of votes they
may cast) at the adjourned Meetng If however the Meeting 15 adjourned
for a longer penod then, 1o be so enuitled, members must be entered on
the Company’s regster of members as at § 00 pm two days pnor to the
adgourned Meeting or, if the Company grves notice of the adjourned
Meeting, at the ume speafied in that notice

Entry to the Meeting will be restricted to shareholders, with guests
admutted only by prior arrangement.

8 A corporation, which 13 a shareholder, may appornt individuals to act as
1ts representatives and to vote in person at the Meeting (see mnstructions
given on the proxy form) in order to fanlhtate voung by corporate
representatives at the Meeting, arrangements will be put in place at the
Meetng so that (1) if a corporate shareholder has appomnted the
Chairman of the Meeting as its corporate representatve with instructions
to vote on 2 poll in accordance with the directions of all of the other
corporate representatives for that shareholder at the Meeting, then on a
poll those corporate representatives will give voting directions to the
Chairman and the Chairman will vote (or withhold a vote) as corporate
representative in accordance with those directions, and (u) if more than
one corporate representative fot the same corporate shareholder attends
the Meeting but the corporate shareho!der has not appointed the
Chairman of the Meeting as its corporate representative, a designated
corporate representative will be nominated, from those corporate
representatives who attend, who will vote on a poll and the other
corporate representatives will give voting directions to that designated
corporate representative Corporate shareholders are referred to the
guidance 1ssiied by the Institute of Chartered Secretaries and
Adminustrators on proxtes and corporate representatives
{www 1csa.org uk) for further details of this procedure The gmdance
meludes a sample form of representation letter if the Charrman 1s being
appointed as described in (1) above

Representatives should bring to the Meeting evidence of their
appowntment, inchuding any authonty under which 1t 15 signed

9  The register of interests of the Directors and connected persons in the
share capital of the Company 15 available for mspection at the Company’s
registered office during usual business hours on any weekday {Saturdays,
Sundays and pubhc holidays excepted} It will also be available for
mspection at the Annual General Meeung

10 No Directer has any contract of service with the Company

—

As at 25th September 2008 (being the latest business day prior to the
publication of this Notice), the Company's 1ssued share capital consists of
110,303,742 ordinary shares, carrying one vote each Therefore the total
votng rights in the Company are 110,303,742

Electronic appowntment — CREST members

CREST members who wish to appomnt a proxy or proxies by utiising the
CREST electronic proxy appomntment service may do so for the Meeting and
any adjournment(s}) thereof by using the procedures described in the CREST
Manual See further instruchions on the proxy form
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Appendix

Explanatory Notes to Resolution 12

The Comparues Act 2006 (the 2006 Act’), which 15 replacing
the Comparues Act 1985 (the ‘1985 Act’} 15 being
mplemented 1n stages and will be fully in force by 1st
Qctober 2009 Under resolution 13, the Company 1s
proposing to adopt new Arudles of Assocation (the ‘new
Articles’) which wall reflect the changes in company law
brought about by the 2006 Act which are already n force or
which are to come 1nto effect on 1st October 2008, as well as
some munor techmical or clanfying changes The new Articles
will also generally update the Articles of Association for
current law regulation and market practice

1. Transfer of shares (Articies 31 and 32)

Under the 2006 Act, a company must erther register a transfer
or give the transferee nouce of, and reasons for, 1ts refusal to
register the transfer Any registration of a transfer or notice of
refusal must be made or given as soon as practicable and in
any event within two months from the date that the transfer
1s lodged with the company The new Articles refiect these
requirerments

2. Disclosure of interests (Article 41)

The provisions relating to the disclosure of interests in shares
contained 1n the 1985 Act, including Section 212 on company
mvestigation powers, were repealed i January 2007 Sectton
793 and related sections 1in Part 22 of the 2006 Act, which
contain the corresponding company investigation powers
previously contamed 1n Section 212, were brought into force
simultaneously Article 41 reflects the replacement of Section
212 of the 1985 Act with Section 793 of the 2006 Act

3. Notice of general meetings {Articles 48 and 549)

The provisions in the new Articles deahng with the convering
of general meetings and the length of notice required to
convene general meetings are in line with the relevant
provisions of the 2006 Act In particular, a general meeting
{(other than the annual general meeting) to consider a special
resolution can be convened on 14 days’ notice whereas
previously 21 days” notice was required

The amendment to Article 49 deals with situations where,
because of a postal strike or sumular situation beyond the
control of the Company, a notice of meeting 15 not received
by a shareholder This ensures that such fallure does not
mvalidate proceedings at the meeting 1n question

4. Quorum {Article 50)

Arucle 50 makes 1t clear that two persons who are proxies for
the sarme member or representatives of the same body
corporate can constitute a quorum

5. Attending and speaking at meetings (Article 56)
Article 56 of the new Articles provides that the Chairman of
the meeting may permut non-members or persons who are
not enntled to exercise the rights of members to attend and,
at the Chairman's discretion, speak at a general meeting

6. Polis (Article 62)

Article 62 clanifies that a poll may be demanded before a
show of hands, as well as immedhately after the result of a
show of hands, and to give the directors the nght to demand
a poll as well as the Charman of the meeting

7. Votes of members, proxies and corporate
representatives (Articles 69, 74 and 81)

Under the 2006 Act, proxes are entitied to vote on a show of
hands as well as on a poll, and members may appont a proxy
to exeraise all or any of their nghts to attend, speak and vote
at meetings Multiple proxies may be apponted provided that
each proxy 1s appointed to exercise the nghts attached to a
different share or shares The new Articles reflect these new
proxy nghts The 2006 Act also provides for muluple
corporate representatives to be appointed and the Articles
therefore refer to the right to appoint muluple corporate
representatives

8. Receipt of appointments of proxy and termination of
proxy authority (Articles 78 and 79)

Article 78 provides that proxtes for a poll to be taken after the
date of a meeting or adjourned meeting must be recerved not
less than 24 hours, or such shorter ime as the directors may
deterrmne, before the time of the poll The deadhnes for
receipt of termination of proxy authority have been brought
into line with the deadlines for receipt of proxies Article 78
also permuts the directors to spealfy, i a notice of meeting,
that 1n determinng the tume for delivery of proxies, no
account shall be taken of non-working days

9. Directors’ appointments, interests and conflicts of
interest (Articles 103 and 104)

The 2006 Act sets out directors’ general duties whuch largely
codufy the existing law but with some changes Under the
2006 Act, from 1st October 2008 a director has a statutory
duty to avoid a situation where he has, or can have, a direct
or indurect interest that conflicts, or possibly may confhet,
with the company’s interests The requirement 15 very broad
and could apply, for example, if a director becomes a director
of another company or a trustee of another organisation The
2006 Act allows directors of public compantes to authorise
conflicts and potential conflicts where appropriate, if the
articles of association contain a provision to ths effect The
2006 Act also allows the articles to contain other provisions
for dealing with directors’ conflicts of mterest to avord a
breach of duty
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Appendix continued

Article 103, which 15 the provision for dealing with conflicts,
allowing duirectors to be interested i transactions and to be
an officer of or employed by or interested m a body corporate
mn which the company 1s interested It confirms that such
interests, offices or employment will not infringe the conflicts
duty as codified mn the 2006 Act

Article 104 gives the directors authonty to approve conflict
situations including other directorshups held by the
company's directors and include other provisions to allow
conflicts of interest 10 be dealt with 1n a sirmlar way to the
current position

There are safeguards that will apply when directors decide
whether to authonse a conflict or potential confhict First,
only directors who have no interest in the matter being
considered will be able to take the relevant decision, and
secondly, 1n taking the decision the directors mustact a
way they consider, in good farth, will be most likely to
promote the company's success The directors will be able to
impose hmits or condinons when giving authorisation if they
think this 1s approprnate

The proposed Article 104 also contains provisions relating to
confidennal information, attendance at board meetings and
avalability of board papers to protect a director from being
n breach of duty if a conflict of interest or potential conflict
of nterest arises These provisions will only apply where the
positon giving rise to the potential conflict has previously
been authorised by the directors

It 15 the Board’s intention to report annually on the
Company's procedures for ensuring that the Board's powers
of authorisation of conflicts are operated effectively and that
the procedures have been followed

10, Permitted interests and voting (Article 113)

The provisions which previously deemed certamn interests of a
director’s connected persons to be the interests of the director
humself for the purposes of thus article have been deleted
There 15 no requireinent tn the 2006 Act to inciude such a
provision and the 2006 Act contains a much wider defimtion
of ‘connected person’ of a director The director and the
Company must still take a view each time a matter 15 being
considered as to whether the imnterests of the director's
connected persons mean that the director should be treated
as interested for the purposes of this article

11. Making and retention of minutes (Article 116)

Article 116 contains a new proviston to the effect that
munutés must be retamned for at least 10 years, reflecing the
relevant prowvision of the 2006 Act. (No marumum retention
time was previously speafied )

12 The seal (Articles 118 and 119)

Article 118 provides that instruments {other than share
certificates) to whuch the seal 15 affixed shall be signed by two
authorised persons or by a director in the presence of a
witness, whereas previously the requirement was for
signature by either the director and secretary or two
directors

13. Notices and other communications (Articles 77,
133-142)

The 2006 Act enables companies to commurucate with their
members by electronic communication to a greater extent
than previously permutied Article 134 will provide the
Company with a general power to send or supply any notice,
document or information to any member by a vartety of
methods — in person, by post or 1n electronec form (such as
by emal), or by making it available on the Company’s
website In addition to any nouce, documnent or mformation
whach s specifically required to be sent or suppled under the
2006 Act, the Company will also be able to send any other
document or mformation to members using this variety of
methods

Article 77 allows proxies to be sent or supphed 1n electromc

form and, where the Company gives an electronic address in
a form of proxy, shareholders may send the appointment of
proxy to that electromc address, subject to any conditions or
himutations specified 1n the relevant notice of meeting

The Company may ask each member for his or her consent
to recerve commumcations from the Company wia 1ts website
If the member does not respond to the request for consent
wrthin 28 days, the Company may take that as consent by the
member to recerve communications in this way If the
Company sends or supplies any notice, document or
mformation to members by making 1t available on the
Company’s website, 1t must notify each member who has
consented (or 1s deemed to have consented) to recerve
documents via the website, either by post or by email (2f the
member has specifically agreed to receive commumecations in
electromc form), that the notice, docurment or information
has been placed on the website A member who has
consented or 15 deemed to have consented to receive
communications via the website can request a hard copy of
any document at any hme Members can also revoke their
consent to receive electronic communications at any tume by
giving notice 1n writng to the Company

In relation to jownt holders of shares, Article 134(3) provides
that the agreement of the first-named holder on the regster
of members to accept notices, documents or information
electronucally or via a website shalt be binding on the other
jomnt holders Article 134(4) permuts the Company not to
send or supply any notice, document or information to a
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member whose registered address 15 not in the United
Kingdom unless that member gives a non-electrome address
in the United Kingdom

Articles 134(5} and (6) cater for situations where the
provision of corporate information 1n electroruc form or via
a website may amount to a breach of securities laws of
another jurisdicion The Company may send hard copies if 1t
needs to restrict the airculation of information in certan
circurnstances, such as for US securities law reasons

Article 141 deals wath notices, documents or information sent
by the Company to 2 member which have been returned
undelivered on three consecutive occasions The member will
only be entitled to be sent further commurmcations upon
provision of a new postal or electroruc address to the
Company

Article 142 15 included to deal with the validation of
documents 1n electrome form by members where required by
the Articles In the case of notices of meetings or proxes, any
vahdation requirements must be speafied n the notice

14. Power to indemnify directors (Article 147)

The law governing the giving by a company of indemnities to
durectors of that company or an associated company was
amended m 2005 and further amended by the 2006 Act In
particular, a company may now, mter alia, do the following
(1) n the case of liabilities arising from actions brought by
thurd parties {other than regulatory authorities or cnminal
prosecuters), both the costs {of the director and of the third
party) and any damages may be paid by the company even 1f
the judgement goes against the director, (u} i the case of
Labilities arising from actions brought by the company or an
associated company, the company will not be able to
indemnify a director against damages awarded to the
company itself but may pay the directors' defence costs as
they are incurred (although a director would be Liable to
repay hus defence costs if his defence was to be unsuccessful),
() the company will not be perrmutted to Indemmify
directors against crumnal fines, fines by regulators or the legal
costs of successful criminal proceedings against directors, and
{1v) a company may, subject to the provistons of the 2006 Act,
indemmify a director of an associated company that 1s the
trustee of an occupational pension scheme, taking advantage
of the quahfying pension scheme indemmty provision 1n the
2006 Act

As a result of the above, the directors’ indemnity provisions
of the Articles of Association have been amended Article 147
has now been drafied as a perrmussive provision that gives the
Cornpany a broad power to ndemmify a director, subject to
the provisions of the 2006 Act. Article 147 also permuts the
maintenance by the Company of hability insurance for
directors and 1t specifically makes 1t clear that the Company

may, subject to the provisions of the 2006 Act, indemmfy a
director of an associated company that 15 the trustee of an
occupational pension scheme, taking advantage of the
quabfying pension scheme mdemmty provision in the 2006
Act
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Glossary of Terms

Return to Shareholders

Total return to the investor, on a nrud-market price to md-
market price basis, assuming that all divdends recerved (net
of tax) were remnvested in the shares of the Company at the
time the shares were quoted ex-dividend Transaction costs of
remvestment are not taken into account

Return on Net Assets

Total return on net asset value (‘the NAV"} per share, on a bnd
value to bid value basis, assuming that all dividends paid out
by the Company (net of tax) were remnvested i the NAV of
the Company at time the shares were quoted ex-dividend

Benchmark Return

Total return on the benchmark, on a rmd-market value to
mud-market value basis, assurmung that all dividends recewved
(net of tax) were reinvested in the shares of the underlying
companues at the time the shares were quoted ex-dividend

The benchmark 15 a recogmsed mndex of stocks which should
not be taken as wholly representative of the Company’s
mnvestment umverse The Company’s investment strategy
does not follow or “track” this index and consequently, there
may be some divergence between the Company’s
performance and that of the stated index.

Actual Gearing Factor

[nvestments, excluding holdings 1 hquidity funds, expressed
as a percentage of shareholders’ funds Thus shows the effect
of gearing on the net asset value if the market value of the
portfolio was to increase by 100%

Total Expense Ratio (TER)

Management fees and all other operating expenses, excluding
mnterest, expressed as a percentage of the average of the
opemng and closing net assets The method of calculating the
TER has been changed and prior years restated In prior years
the TER was management fees and all other operating
expenses (including tax relief where apphicable but excluding
interest) expressed as a percentage of the average month end
net assets over the year The reason for the change 1s to bring
the method mto hine with industry practice and to make the
calculation more transparent, as all the numbers now used in
the caleulation are extracted from the audited accounts

Discount/Premium

If the share price of an investment company is lower than the
NAV per share, the Company’s shares are sard to be trading at
a discount The discount 1s shown as a percentage of the

NAV The oppostte of a discount 1s a premum It 1s more
common for an investment company to trade at a discount
than a premuum

Performance Attribution
Analysis of how the Company achieved its recorded
performance relatve to 1ts benchmark.

Performance Attribution Definitions:

Asset Allocation

Measures the impact of allocating assets dufferently to those
n the benchimark, via the portfolio’s weighting in dafferent
countries, sectors or asset types

Stock Selection

Measures the effect of investing in securities to a greater or
lesser extent than their weighting 1n the benchmark, or of
investing 1n secunties cutside of the benchmark

Gearing/Cash
Measures the impact on returns of borrowings or cash
balances on the Company’s relative performance

Currency
Measures the impact of currency exposure differences
between the Company’s portfolio and its benchmark

Management Fees/Other Expenses

The payment of fees and expenses reduces the level of total
assets and therefore has a negative effect on relative
performance

Performance Fees

The outperformance of the Company against the benchmark
leads to an increase in performance fees accrued The increase
1n thus accrual has a negative impact on relative performance

Residual

Arises when there 15 a divergence between total return as
calculated by Fundamental Data (includes dividends paid out
by the Company) and total return from the attribution
systems (includes dividend income recerved in on the stocks
held by the Company) Thus 1s a result of methodologies and
tuming differences
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