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Investment Objective
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31 March 2008 30 September 2007 % Change

Net asset value per share 248.02p 278.30p (10.88)

Share price 192.25p 242.50p (20.72)

Share price discount 22.5% 12.9%

Total assets* (£’000) 89,880 105,852 (15.09)

Total borrowings (£’000) – 5,000

Shareholders’ funds (£’000) 89,880 100,852 (10.88)

Six months ended Six months ended

31 March 2008 31 March 2007

Earnings per share 2.12p 1.57p 35.03

FTSE All-Share, ex-Investment Companies, ex-FTSE 100,

Total Return Index** (10.7)% 18.1% (159.17)

Net asset value total return*** (8.9)% 23.4% (138.03)

* Total assets less current liabilities (excluding short term borrowings)

** Source: Thomson Datastream

*** Source: Fundamental Data (with net income reinvested)

Ten Largest Investments
As at 31 March 2008

Market Value of % of

Holding Shareholders’

Company and Activities £’000 Funds

Carillion

Infrastructure, building and business services 2,763 3.07

Inchcape

Imports, distributes, and retails motor vehicles 1,968 2.19

Atkins (WS)

Engineering consultancy and architectural services 1,943 2.16

Premier Oil

Oil gas exploration development and production 1,939 2.16

Dechra Pharmaceuticals

Manufacturer of pharmaceutical products and equipment for veterinary industry 1,928 2.15

Homeserve

Provider of home emergency repair insurance coverage 1,923 2.14

Laird Group

Design manufacture and supply of antennae, EMI and thermal shields to motor device sector 1,915 2.13

Rotork

Design, manufacture and support of actuators 1,767 1.97

John Wood Group

International services to energy industries 1,620 1.80

Greggs

Retails sandwiches, savouries and other bakery-related products 1,574 1.75

Total 19,340 21.52

At 30 September 2007, the ten largest investments represented 19.00% of Shareholders’ Funds.

Financial Highlights



Performance

During the six month period ended 31 March 2008, the net asset value produced a total return of -8.9% compared to -10.7% for

the FTSE All-Share, ex-Investment Companies, ex-FTSE 100, Total Return Index during the same period. The share price fell by

20.72% during the period, from 242.50 pence to 192.25 pence per share. 

Gearing Facility

The Company had in place a revolving credit facility of £10 million during the period under review. The drawings under the

facility, amounting to £5 million, were repaid during the period and the facility is currently undrawn. Parameters for the use of

gearing are established and reviewed by the Board regularly.

Purchase of Shares

The Company did not purchase any of its shares during the period under review. Your Board will continue to consider whether

share purchases should be made on a regular basis. 

VAT on Management Fees

Following legal action brought against HM Revenue & Customs (HMRC) by an investment trust company, investment management

fees paid to investment managers by investment trust companies have been exempt from VAT with effect from 1 November 2007.

This action has also paved the way for investment trust companies to reclaim VAT paid over previous years. Your investment

manager has confirmed that claims have been lodged with HMRC to cover VAT paid from Schroders’ appointment on 1 May 2003

and the Board is exploring the potential to recover VAT paid in respect of prior periods from 2001. The recent Condé Nast ruling

has also introduced the possibility of claims extending to the period 1990 to 1996. The interim period from 1996 to 2001 has

however yet to be tested. The potential for the recovery of interest on reclaimed amounts is presently uncertain.

As yet we have been unable to fully quantify the likely benefit to the Company but your Board will continue to monitor the situation

to achieve a successful outcome.

Electronic Communications 

At the Annual General Meeting held in January, revised Articles of Association were adopted by the Company. These allow the

Company to send certain information relating to it (for example notices and accounts) by electronic means or by placing this

information on a website. Shareholders will receive a letter with this Half-Yearly Report, offering them the following two options: 

1. to have notifications sent by email by registering online at www.shareview.co.uk; or

2. to continue to receive hard copies of shareholder communications by post. To receive shareholder communications in this

way, you must complete and return the form by 5 p.m. on 10 July 2008.

We believe that this approach to communication with shareholders will help to reduce paper utilisation and the cost of

administration.

Extraordinary General Meeting

An Extraordinary General Meeting will be convened later in the year at which a number of amendments will be proposed to the

Articles of Association to reflect the provisions of the Companies Act 2006, in particular the provisions relating to conflicts of

interest that come into effect on 1 October 2008. An explanation of the changes will be included with the notice of the

Extraordinary General Meeting, which will be sent to shareholders in due course.

Outlook

The UK stock market has suffered a difficult six months as the financial turbulence ensuing from the global credit crunch has

deepened, with credit restrictions and a weakening housing market having a knock-on effect on share prices. There are risks of

further weakness as economic conditions worsen over the coming months. However, we take comfort from our Manager’s

investment approach and remain confident that the portfolio is well-positioned to continue to provide investor returns long term.

Peter Timms

Chairman

30 May 2008
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Investment Philosophy

We have adopted a consistent investment process, taking a stock specific approach with an emphasis on growth

companies. Sector weightings play a secondary role, resulting naturally from stock selection. Fundamental research

forms the basis of each investment decision taken by us as your Manager, carrying out our own research with

numerous company contacts. When analysing stocks, we look for companies with strong management teams with a

proven record, good future prospects and a strong business franchise within their markets. 

Performance

Over the six months to 31 March 2008, the Company’s net asset value on a total return basis fell by 8.9%. This

compared to a fall of 10.7% in the FTSE All-Share, ex Investment Companies, ex FTSE 100, Total Return Index over the

same period. In a difficult equity market, the best performances came from companies involved in the booming oil, gas

and power sectors, such as Premier Oil, Hunting in oil services and Aveva, whose software is used to design oil and

power plants. Companies with defensive characteristics and pricing power, such as Homeserve (plumbing and drains

insurance) and Dechra (veterinary supplies) also performed well. Although the credit crunch reduced overall takeover

activity, Carillion’s bid for McAlpine added value.

Disappointments came from CSR, designer of Bluetooth chips for mobile devices, which has lost market share to its

main rival Broadcom, and from JD Wetherspoon, a managed pub company affected by the smoking ban and UK

consumer spending slowdown.

Market Background

It has been a difficult six months for the UK equity market and for most other risk assets such as credit and real estate.

The UK consumer has faced rising food and fuel bills, and in many cases an upward reset of previously fixed mortgage

interest rates. Companies serving the UK consumer or housing market have found trading tough as these pressures

intensify. The credit crunch has also raised the cost of corporate debt and limited its availability. This has reduced the

rate of takeover activity and also of share buy-backs. The best performances have come from companies exposed to

rising commodity prices and to emerging market economies.

Portfolio Update

New purchases in the past six months have included companies with scope for portfolio restructuring, such as

Bodycote and IMI, retailers with defensive characteristics such as Albemarle & Bond (pawnbroking) and HMV (books

and games) and small positions in the strongest housebuilders such as Bovis Homes and Redrow. Complete disposals

have included Amec and Cobham upon promotion to the FTSE 100 Index, EMAP, McAlpine, Whatman, and Imprint on

bids, and Informa and Misys on concerns over a slowing in corporate spending. The Company has no gearing

presently.

Outlook

Earlier concerns about the impact of the credit crunch on both consumer and corporate lending are now being fulfilled.

Mortgage lending criteria have been tightened, and the capital-constrained banking sector is effectively rationing UK

mortgage applications. This will progressively and negatively impact UK house prices and transaction volumes, with

many mortgage brokers and estate agents already going out of business. Inevitably, falling house prices will affect

consumer confidence, which is already weakened by rising food and fuel costs and the prevalence of negative news

coverage of the credit crunch.

Turning to corporates, in the main the UK quoted sector has a strong balance sheet, and dividend increases remain

healthy. The main pressure points in a climate of deleveraging are financial institutions themselves and leveraged

Investment Manager’s Review
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buyouts. As expected, merger and acquisition activity has slowed markedly, and some earlier bid approaches have

gone away (e.g. Nestor, Chrysalis). However, there are trade bids, for example amongst smaller technology companies.

We expect that some refinancings of leveraged buyouts will fail, and this, together with a rapidly deteriorating liquidity

environment for small businesses, will start to generate rising unemployment. It will be important to focus our

investments on well-financed companies with good market positions and international diversification, to weather this

storm. Merger and acquisition activity could resurface later in 2008, mainly share for share deals.

Schroder Investment Management Limited

30 May 2008

Schroder UK Mid & Small Cap Fund plc
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(Unaudited) (Unaudited) (Audited)

For the six months For the six months For the year

ended 31 March 2008 ended 31 March 2007 ended 30 September 2007

Revenue Capital Total Revenue Capital Total Revenue Capital Total

Note £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Gains on investments

held at fair value – (9,872) (9,872) – 19,375 19,375 – 14,692 14,692

Income 2 990 – 990 804 – 804 2,262 343 2,605

Investment 

management fee (35) (313) (348) (46) (411) (457) (92) (828) (920)

Performance fee – – – – (251) (251) – (596) (596)

Administrative 

expenses (174) – (174) (166) – (166) (321) – (321)

Net return before 

finance costs 

and taxation 781 (10,185) (9,404) 592 18,713 19,305 1,849 13,611 15,460

Interest payable and 

similar charges (8) (70) (78) (15) (133) (148) (32) (273) (305)

Net return on ordinary

activities before taxation 773 (10,255) (9,482) 577 18,580 19,157 1,817 13,338 15,155

Taxation on ordinary activities (3) – (3) – – – – – –

Net return on ordinary 

activities after taxation 

attributable to equity 

shareholders before 

taxation 770 (10,255) (9,485) 577 18,580 19,157 1,817 13,338 15,155

Net return per 

ordinary share 4 2.12p (28.30)p (26.18)p 1.57p 50.57p 52.14p 4.97p 36.48p 41.45p

The Total column of this statement is the profit and loss account of the Company. The Revenue and Capital columns are

both provided in accordance with guidance issued by The Association of Investment Companies. The Company has no

recognised gains or losses other than those disclosed in the Income Statement and the Reconciliation of Movements in

Shareholders’ Funds. Accordingly no Statement of Total Recognised Gains and Losses is presented.

All revenue and capital items in the above statement derive from continuing operations.

The notes on pages 10 and 11 form an integral part of these accounts.

Income Statement



For the six months ended 31 March 2007 (Unaudited)

Called up Capital re- Share Share

Share demption premium Merger purchase Capital Revenue

capital reserve account reserve reserve reserves reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balance at 

30 September 2006 9,187 69 13,971 2,184 16,949 44,169 1,526 88,055

Net return from 

ordinary activities – – – – – 18,580 577 19,157

Ordinary dividend paid – – – – – – (1,047) (1,047)

Purchase of shares 

for cancellation (40) 40 – – (407) – – (407)

At 31 March 2007 9,147 109 13,971 2,184 16,542 62,749 1,056 105,758

For the year ended 30 September 2007 (Audited)

Called up Capital re- Share Share

Share demption premium Merger purchase Capital Revenue

capital reserve account reserve reserve reserves reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balance at 

30 September 2006 9,187 69 13,971 2,184 16,949 44,169 1,526 88,055

Net return from 

ordinary activities – – – – – 13,338 1,817 15,155

Ordinary dividend paid – – – – – – (1,047) (1,047)

Purchase of shares 

for cancellation (127) 127 – – (1,311) – – (1,311)

At 30 September 2007 9,060 196 13,971 2,184 15,638 57,507 2,296 100,852

For the six months ended 31 March 2008 (Unaudited)

Called up Capital re- Share Share

Share demption premium Merger purchase Capital Revenue

capital reserve account reserve reserve reserves reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

At 30 September 

2007 9,060 196 13,971 2,184 15,638 57,507 2,296 100,852

Net return from 

ordinary activities – – – – – (10,255) 770 (9,485)

Ordinary dividend paid – – – – – – (1,489) (1,489)

Purchase of shares 

for cancellation – – – – 2 – – 2

At 31 March 2008 9,060 196 13,971 2,184 15,640 47,252 1,577 89,880

*The revenue reserve represents the amount of the Company’s reserves distributable by way of dividend.

The notes on pages 10 and 11 form an integral part of these accounts.
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(Unaudited) (Unaudited) (Audited)

At 31 March At 31 March At 30 September

2008 2007 2007

Note £’000 £’000 £’000

Fixed assets

Investments held at fair value through 

profit or loss 84,229 107,802 102,760

84,229 107,802 102,760

Current assets

Debtors 908 269 1,736

Cash at bank and short-term deposits 6,261 3,461 2,495

7,169 3,730 4,231

Current liabilities

Creditors – amounts falling due within one year 5 (1,518) (5,774) (6,139)

Net current assets/(liabilities) 5,651 (2,044) (1,908)

Net assets 89,880 105,758 100,852

Capital and reserves

Called-up share capital 9,060 9,147 9,060

Capital redemption reserve 196 109 196

Share premium account 13,971 13,971 13,971

Merger reserve 2,184 2,184 2,184

Share purchase reserve 15,640 16,542 15,638

Capital reserves 47,252 62,749 57,507

Revenue reserve 1,577 1,056 2,296

Equity shareholders’ funds 89,880 105,758 100,852

Net asset value per ordinary share 6 248.02p 289.05p 278.30p

The notes on pages 10 and 11 form an integral part of these accounts.
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(Unaudited) (Unaudited) (Audited)

For the six months For the six months For the year ended

ended 31 March ended 31 March 30 September

2008 2007 2007

Net cash inflow from operating activities 319 159 1,339

Net cash outflow from servicing of finance (89) (72) (300)

Total tax paid (3) – –

Net cash inflow from investment activities 10,026 1,219 334

Equity dividends paid (1,489) (1,047) (1,047)

Net cash inflow before financing 8,764 259 326

Net cash outflow from financing (4,998) (278) (1,311)

Net cash inflow/(outflow) 3,766 (19) (985)

Reconciliation of net cash flow to movement in net funds/(debt)

Net cash inflow/(outflow) 3,766 (19) (985)

Movement in bank loan 5,000 – –

Net debt brought forward (2,505) (1,520) (1,520)

Net funds/(debt) at period end 6,261 (1,539) (2,505)

The notes on pages 10 and 11 form an integral part of these accounts.
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1. Accounting Policies and Responsibility Statement

The Directors confirm that, to the best of their knowledge, this set of condensed financial statements has been

prepared in accordance with the United Kingdom Generally Accepted Accounting Practice (UK GAAP) and with the

Statement of Recommended Practice: Financial Statements of Investment Companies (SORP) issued in January 2003

and revised in December 2005 and the Interim Management Report in the form of the Chairman’s Statement and

Investment Manager’s Review include a fair review of the information required by DTR 4.2.7 and 4.2.8 of the FSA’s

Disclosure and Transparency Rules.

The financial information for each of the six month periods ended 31 March 2008 and 31 March 2007 comprises non-

statutory accounts within the meaning of Section 240 of the Companies Act 1985. The financial information for the year

ended 30 September 2007 has been extracted from published accounts that have been delivered to the Registrar of

Companies and on which the report of the auditors was unqualified. The interim accounts have been prepared on the

same basis as the annual accounts.

The Company’s accounting policies have not varied from those described in the Report and Accounts for the year to

30 September 2007.

2. Income

(Unaudited) (Unaudited) (Audited)

For the six months ended For the six months ended For the year ended

31 March 2008 31 March 2007 30 September 2007

£’000 £’000 £’000

Income from investments:

UK franked dividend income 831 776 2,195

UK unfranked dividend income 14 – –

Stock dividend income 9 – –

Interest on deposits 136 25 64

Other income – 3 3

990 804 2,262

UK special dividend income taken to capital – – 343

3. Management fees and interest payable

The investment management fee and any finance costs on borrowings for investment purposes are apportioned 10% to

the revenue return and 90% to the capital return.

Notes to the Accounts
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4. Return per ordinary share

(Unaudited) (Unaudited) (Audited)

For the six months ended For the six months ended For the year ended

31 March 2008 31 March 2007 30 September 2007

Revenue (£’000) 770 577 1,817

Capital (£’000) (10,255) 18,580 13,338

Total (9,485) 19,157 15,155

Weighted average number of 

ordinary shares in issue 36,238,690 36,742,838 36,565,526

Revenue 2.12p 1.57p 4.97p

Capital (28.30)p 50.57p 36.48p

Total (26.18)p 52.14p 41.45p

5. Creditors: Amounts falling due within one year

The balance as at 31 March 2008 represents purchases awaiting settlement and accrued charges.

The Company has in place a 364 day £10,000,000 loan facility with ING Bank N.V. The drawn-down amount of

£5,000,000 was repaid during the period.

6. Net asset value per ordinary share

(Unaudited) (Unaudited) (Audited)

At 31 March 2008 At 31 March 2007 At 30 September 2007

Net assets attributable to ordinary 

shareholders (£’000) 89,880 105,758 100,852

Ordinary shares in issue at end of period 36,238,690 36,588,690 36,238,690

Net asset value per ordinary share 248.02p 289.05p 278.30p

7. Contingent asset

HM Revenue and Customs (HMRC) has declared its acceptance that fund management services to investments trusts

are exempt from VAT. The Manager has confirmed that claims have been lodged with HMRC to recover VAT paid from

the date of appointment of Schroders on 1 May 2003 and the Board is exploring the potential to recover VAT paid in

respect of prior periods.

Until uncertainties surrounding the mechanisms of the reclaim process have been cleared and an exact recovery

amount is certain there will be no recognition of an asset in the financial statements.
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The Company

Schroder UK Mid & Small Cap Fund plc was established in April 1983 under the name of Murray Technology

Investments plc, and Schroders took over management in May 2003, when the name was changed to Schroder UK Mid

& Small Cap Fund plc. It is an investment trust with ordinary shares that are listed on the London Stock Exchange. It is

one of a number of investment trusts managed and administered by Schroders.

It is not intended that the Company should have a limited life and the Articles of Association of the Company do not

contain any provision for the review of the future of the Company at specified intervals.

Website and Price Information

The Company has launched a dedicated website, which may be found at www.schroderukmidandsmallcapfund.com.

The website has been designed to be utilised as the Company’s primary method of electronic communication with

shareholders. It contains details of the Company’s share price (subject to a delay of 15 minutes) and copies of Report

and Accounts and other documents published by the Company as well as information on the Directors, Terms of

Reference of Committees and other governance arrangements. In addition, the site contains links to announcements

made by the Company to the market, Equiniti’s shareview service and Schroders’ website. There is also a section

entitled “How to Invest” which provides details of the Schroder ISA and Schroder Investment Trust Dealing Service.

The Company releases its net asset value to the market on a daily basis.

Share price information may also be found in the Financial Times and on Schroders’ website at

www.schroders.co.uk/its. 

Registrar Services

Communications with shareholders are mailed to the address held on the register. Any notifications and enquiries

relating to shareholdings, including a change of address or other amendment should be directed to Equiniti Limited at

PO Box 28448, Finance House, Orchard Brae, Edinburgh, Scotland EH4 1WQ. The helpline telephone number of

Equiniti Registrars is 

0871 384 2713 (calls to this number are charged at 8p per minute from a BT landline. Other telephone providers’ costs

may vary).

Equiniti maintain a web-based enquiry service for shareholders. Currently the “Shareview” site (address below)

contains information available on public registers.

Shareholders will be invited to enter their name, shareholder reference (account number) and post code and will be

able to view information on their own holding. Visit www.shareview.co.uk for more details.
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