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      Filed Pursuant to Rule 497(h)                  
Registration Statement Nos. 333-123699 and 333-126067

GLADSTONE INVESTMENT CORPORATION
14,400,000 Shares

Common Stock

      Gladstone Investment Corporation is a newly organized closed-end, non-diversified management investment
company that has filed an election to be treated as a business development company under the Investment Company
Act of 1940. Our investment objective is to generate both current income and capital gains through debt and equity
investments. We intend to invest primarily in subordinated loans, mezzanine debt, preferred stock and warrants to
purchase common stock of small and mid-sized companies in connection with acquisitions, changes in control and
recapitalizations. We may also invest in senior secured loans and common stock.
      Our investment portfolio will be managed by Gladstone Management Corporation, a registered investment
adviser, who will also provide the administrative services necessary for us to operate through its wholly owned
subsidiary Gladstone Administration, LLC.

 Because we are newly organized, our shares have no history of public trading. Our common stock has been
approved for quotation on The Nasdaq National Market under the symbol �GAIN.�
      Investing in our common stock involves a high degree of risk. Before buying any shares, you should read the
discussion of the material risks of investing in our common stock, in �Risk Factors� beginning on page 12 of the
prospectus. This prospectus contains important information you should know before investing in our common
stock. Please read it before you invest and keep it for future reference. Shares of closed-end investment
companies frequently trade at a discount to their net asset value. If our shares trade at a discount to our net
asset value, it may increase the risk of loss for purchasers in this offering.
      Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

Per share Total

Public offering price $ 15.00 $ 216,000,000
Sales load $ 1.05 $ 15,120,000
Proceeds, before expenses, to us(1) $ 13.95 $ 200,880,000

(1) We estimate that we will incur approximately $1,300,000 in expenses in connection with this offering.
      The underwriters have reserved 165,720 shares for sale at the public offering price, less the sales load, to our
directors and employees, their families and certain other parties related to Gladstone Management Corporation. The
underwriters may also purchase up to an additional 2,160,000 shares of our common stock at the public offering price,
less the sales load, to cover over-allotments, if any, within 30 days from the date of this prospectus. If the underwriters
exercise this option in full, the total public offering price will be $248,400,000, the total sales load will be
$17,388,000 and the total proceeds to us, before expenses, will be $231,012,000.
      The underwriters expect to deliver the shares on or about June 28, 2005.

     Retail Book Runner Institutional Book Runner
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Ferris, Baker Watts Jefferies & Company, Inc. RBC Capital Markets
         Incorporated

BB&T Capital Markets Oppenheimer & Co. Stifel, Nicolaus & Company
Incorporated            

            J.J.B. Hilliard, W.L. Lyons, Inc. Wunderlich Securities, Inc.            
June 22, 2005
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      You should rely only on the information contained in this prospectus. We have not, and the underwriters have not,
authorized anyone to provide you with additional information or information different from that contained in this
prospectus. We are offering to sell, and seeking offers to buy, shares of our common stock only in jurisdictions where
offers and sales are permitted. The information contained in this prospectus is accurate only as of the date of this
prospectus, regardless of the time of delivery of this prospectus or of any sale of shares of our common stock.
      Through and including July 17, 2005 (25 days after the date of this prospectus), federal securities laws may
require all dealers that effect transactions in our common stock, whether or not participating in this offering, to deliver
a prospectus. This is in addition to the dealers� obligation to deliver a prospectus when acting as underwriters and with
respect to their unsold allotments or subscriptions.
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PROSPECTUS SUMMARY
 This summary highlights some of the information in this prospectus. It may not contain all of the information that

you might consider important in deciding to invest in our common stock. You should read carefully the more detailed
information set forth under �Risk Factors� and the other information included in this prospectus. Except where the
context suggests otherwise, the terms �we,� �us,� �our� and �Gladstone Investment� refer to Gladstone Investment
Corporation; �Gladstone Management� refers to Gladstone Management Corporation; �Gladstone Administration�
refers to Gladstone Administration, LLC; and �Gladstone Group� refers to Gladstone Management Corporation and
its affiliated companies.
Gladstone Investment Corporation
      We are a newly organized, closed-end, non-diversified management investment company that has filed an election
to be treated as a business development company under the Investment Company Act of 1940, as amended, or the
�1940 Act.� Our investment objective is to generate both current income and capital gains through debt and equity
investments primarily in connection with cash acquisitions and changes in control, also known as buyouts, and
recapitalization transactions. We intend to invest primarily in subordinated loans, mezzanine debt, preferred stock and
warrants to purchase common stock of small and mid-sized companies. We may also invest in senior secured loans
and common stock.
      Our primary investment focus will be situations involving buyouts, and recapitalizations of small and mid-sized
companies with established management teams. We expect that our investments will generally range between
$10 million and $30 million each, although this investment size may vary proportionately as the size of our capital
base changes. We expect to invest by ourselves and jointly with other buyout funds, depending on the opportunity. If
we are participating in an investment with one or more co-investors, then our investment is likely to be smaller than if
we are investing alone.
      We initially intend to invest some of the proceeds in senior secured syndicated loans, since these investments
typically may be made more quickly than investments in subordinated debt, mezzanine debt or preferred stock. We
intend to employ this strategy in order to more quickly invest our initial capital to generate current income. Senior
secured syndicated loans typically involve a number of banks or other financial institutions and are generally more
marketable than loans that are not syndicated. We believe we will be able to sell our interests in senior secured
syndicated loans and reinvest the proceeds in subordinated debt, mezzanine debt, preferred stock and other higher
yielding investments when such investment opportunities are available. While we expect our portfolio to initially
consist primarily of senior secured loans, over time we expect that it will consist primarily of subordinated debt,
mezzanine debt and preferred stock. We anticipate making between 12 and 24 investments, consisting of some
combination of senior debt, subordinated debt, mezzanine debt and preferred stock, in order to invest all the net
proceeds from this offering.
      Because of the increased due diligence process and individual negotiations associated with investing in the
securities of small and mid-size companies, it may take us up to two years to fully invest the net proceeds from this
offering. We expect our dividend to be smaller during this investment period than it will be once the net proceeds are
fully invested. Once all the net proceeds of this offering have been substantially invested, we plan to secure a line of
credit to provide additional capital to invest, although we cannot assure you that we will be successful in obtaining
such a line of credit on acceptable terms, if at all. In addition, we hope to securitize some or all of the debt securities
we acquire, which would provide us with another source of long-term financing. We cannot assure you that we will be
able to securitize any of the debt securities we acquire.
      While our primary focus will be to generate current income through investments in debt securities and preferred
stock that we acquire in connection with buyout transactions and recapitalizations, we may invest up to 30% of our
assets in opportunistic investments, which may not involve buyouts or recapitalizations, that Gladstone Management
believes will enhance returns to our stockholders. Such investments may include high-yield bonds, distressed debt,
publicly traded income depository securities (or IDSs), private equity partnerships, or securities of public companies
that are actively traded. We expect that any public
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company in which we invest will generally not have investment grade debt securities. We may also invest in cash,
cash equivalents, U.S. government securities, and other high-quality, investment grade debt investments that mature in
one year or less.
      Our investment portfolio will be managed by Gladstone Management Corporation, a registered investment
adviser, who will have broad discretion to make investments on our behalf. Gladstone Management will also provide
the administrative services necessary for us to operate through its wholly owned subsidiary Gladstone Administration,
LLC.
      We intend to use our investment income to pay monthly cash dividends to our stockholders. At this time we
cannot project the amount of these dividends, however we expect to begin paying dividends within 60 days of the
completion of this offering.
      We maintain a website at www.GladstoneInvestment.com. The contents of that website are not part of this
prospectus.
Our Adviser
      Gladstone Management Corporation, a Delaware corporation is a registered investment adviser founded in 2002
by David Gladstone, our chairman and chief executive officer, Terry Lee Brubaker, our vice chairman and chief
operating officer, George Stelljes III, our president and chief investment officer, and four other co-founders.
Gladstone Management will serve as our external investment adviser. Under the terms of our management and
investment advisory agreement with Gladstone Management, Gladstone Management will be responsible for
managing our business on a day-to-day basis and for identifying and making investments that it believes meet our
investment criteria.
      Messrs. Gladstone, Brubaker and Stelljes are also the senior management team of Gladstone Management and
have extensive experience in making debt and equity investments in, and funding acquisitions of, small and mid-sized
companies. In addition, Gladstone Management maintains a team of 15 investment professionals and ten supporting
staff. The Gladstone Management professionals also possess significant capital markets and research expertise which
will be useful in evaluating investment opportunities and structuring exit strategies with respect to investments. We
expect that Gladstone Management will hire additional investment professionals after completion of this offering.
      Gladstone Management specializes in managing publicly-traded entities that pay dividends and distributions to
stockholders. It currently manages two such entities, Gladstone Capital Corporation, whose shares are traded on the
Nasdaq National Market under the symbol �GLAD� and which we sometimes refer to herein as Gladstone Capital, and
Gladstone Commercial Corporation, whose shares are traded on the Nasdaq National Market under the symbol �GOOD�
and which we sometimes refer to herein as Gladstone Commercial. Gladstone Investment will be the third
dividend-paying company managed by Gladstone Management. Each of these companies is organized in accordance
with provisions of the Internal Revenue Code of 1986, or the Code, that permit them to avoid corporate-level federal
income taxes if they distribute most of their earnings to shareholders and meet other requirements set forth in the
Code. Gladstone Capital and Gladstone Commercial currently pay monthly dividends, and we anticipate that we will
pay monthly dividends.
      Gladstone Management has offices in McLean, VA, New York, NY, Pittsburgh, PA, Chicago, IL and Morristown,
NJ. We expect Gladstone Management to open offices in additional cities following completion of this offering.
About the Gladstone Group of Companies
      In this prospectus, we sometimes refer to the Gladstone Group, which is the group of companies affiliated with
and advised by Gladstone Management. The Gladstone Group includes Gladstone Capital, Gladstone Commercial,
and Gladstone Land Corporation, a private company controlled by Mr. Gladstone that owns farmland in California.
Gladstone Management serves as the investment adviser to, and Mr. Gladstone also serves as the chief executive
officer of, all three of these companies. The Gladstone
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Group traditionally has focused its investments in companies that Gladstone Management believes are undervalued
but that, at the same time, possess successful business models, established management teams, good cash flows and
prospects for value creation. Gladstone Management�s disciplined, value-and-income-oriented strategy is intended to
produce quality opportunities in all investment environments. The Gladstone Group has participated in a broad range
of investment structures, including corporate partner or traditional buyouts, distressed debt buyouts, or more liquid,
non-control debt investments. This investment approach seeks to provide investors with attractive returns while
reducing the risk of capital loss throughout economic cycles. Gladstone Management�s investment professionals offer
or provide managerial assistance to certain of the Gladstone Group�s portfolio companies.
      Gladstone Commercial invests in and owns net-leased industrial and commercial real property and selectively
makes long-term industrial and commercial mortgage loans. Gladstone Commercial has elected to be taxed as a real
estate investment trust under the Code. As of December 31, 2004, Gladstone Commercial had investments in
net-leased real property totaling approximately $61 million and held approximately $12 million of mortgage loans. Its
current monthly dividend is $0.06 per share.
      Gladstone Capital focuses on making investments of $5 million to $15 million or more in senior second lien and
senior subordinated debt instruments issued by small and mid-sized companies that are undergoing buyouts for which
other private equity or buyout funds are providing the equity funding. Gladstone Capital does not control any of these
portfolio companies. Gladstone Capital has elected to be treated as a business development company under the 1940
Act and to be taxed as a regulated investment company under the Code. As of December 31, 2004, Gladstone Capital
had investments in 21 companies having an aggregate cost basis of approximately $170 million. Its current monthly
dividend is $0.13 per share.
      Our investment strategy differs from Gladstone Capital�s investment strategy. Whereas Gladstone Capital generally
seeks to generate current income through senior, second lien and senior subordinated debt investments representing
non-control positions in its portfolio companies, we will seek, either alone or with other buyout funds, to achieve
returns from current income and capital gains from junior subordinated and mezzanine debt, as well as preferred
stock, representing controlling investments that we make in connection with buyouts and recapitalizations of small
and mid-sized companies. In addition, during the first year of our operations we intend to invest mostly in senior debt,
and thereafter we may also invest in senior, second lien and senior subordinated debt when we are providing more
junior capital to finance a buyout or recapitalization. The chart below illustrates the various potential levels of
investment securities comprising the balance sheet of a small or mid-sized company that may need financing.
Gladstone Investment and Gladstone Capital will not invest in the same companies.

LIABILITY AND STOCKHOLDERS� EQUITY SECTION OF BALANCE SHEET
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Market Opportunity
      We intend to provide capital for buyout and recapitalization transactions involving small and mid-sized U.S.
businesses. We believe that the potential for a large number of buyout and recapitalization transactions involving
companies in this size range, coupled with the demands of these companies for flexible sources of acquisition
financing, creates an attractive investment environment for us.
      Merger and acquisition activity has recovered from the recession of 2001, increasing the demand for acquisition
financing. We believe that as the economy has recovered, many small and mid-sized companies have looked to
acquisitions as a means of growth, and entrepreneurs have re-entered the market looking for companies to buy. At the
same time, private equity and buyout funds have accumulated large amounts of cash and are actively seeking
acquisitions, both alone and with other funds.
      We also believe small and mid-sized companies have faced increasing difficulty in raising debt and equity capital
through the capital markets or through traditional institutional lenders, such as banks. Most small companies and
private mid-sized companies are unable to issue public debt due to their relative inability to have their debt rated by
national rating agencies, the small size of their offerings, and their corresponding lack of liquidity. We believe this
environment has created an opportunity for non-bank lenders, such as business development companies, to provide
small and mid-sized companies with more flexible forms of financing, such as mezzanine and subordinated loans
combined with preferred stock and warrants to buy common stock.
Our Competitive Advantages
      We believe that we have several competitive advantages over other capital providers who provide capital to small
and mid-sized companies, including the following:

� The extensive experience and relationships of the senior management team of Gladstone Management, led by
Mr. Gladstone and its other investment professionals, who have invested in over 500 companies in more than 25
different industries;

� The flexibility of the Gladstone Group to provide almost any type of capital and deliver customized financing
solutions to small and mid-sized companies, which we believe induces small and mid-sized companies with a
variety of financing needs to seek capital from the Gladstone Group before going to other capital providers;

� Our ability to provide a �one stop shop� for financing the acquisitions of small businesses by providing the
subordinated debt, mezzanine debt and preferred stock necessary to complete the acquisition;

� The disciplined, value and income-oriented investment approach followed by Gladstone Management
underscored by an exhaustive due diligence process; and

� Our ability, as a publicly-traded closed-end management investment company, to reinvest our capital, take a
longer term view with respect to our investments and better align our interests with the interests of our portfolio
companies� management teams.

Risk Factors
      An investment in our common stock is subject to a number of risks, which are more fully described in �Risk
Factors� beginning on page 12, including the following:

� We are a new company with no operating history;

� We are dependent on Gladstone Management�s key personnel and their access to potential transactions for our
future success;

� If we do not invest the proceeds of this offering in a timely manner, our returns to stockholders will be
significantly lower;
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� If our primary investments are deemed not to be qualifying assets, we could lose our status as a business
development company or be precluded from investment according to our current business plan;

� We operate in a highly competitive market for investment opportunities;

� We will be subject to corporate-level income tax if we are unable to qualify as a RIC;

� Regulations governing our operation as a business development company will affect our ability to and the way in
which we raise additional capital;

� We will typically invest in transactions involving acquisitions, buyouts and recapitalizations of companies, which
will subject us to the risks associated with change in control transactions;

� We have not yet identified any portfolio company investments;

� Our portfolio may be concentrated initially in senior secured debt of a limited number of portfolio companies,
and we may not be able to execute our long-term investment strategy if we are unable to sell our interests in
senior debt and may suffer significant losses if any of our portfolio companies default on their debt obligations;

� Our portfolio companies are likely to have debt that ranks equally with, or senior to, our investments in such
companies; and

� Our incentive fee may induce Gladstone Management to make certain investments, including speculative
investments.

Operating and Regulatory Structure
      Our investment activities will be managed by Gladstone Management and supervised by our board of directors, a
majority of whom are independent of Gladstone Management. Gladstone Management is an investment adviser that is
registered under the Investment Advisers Act of 1940, or the �Advisers Act.� Under our investment advisory and
management agreement, we have agreed to pay Gladstone Management an annual base management fee equal to a
fixed percentage of our gross assets, as well as an incentive fee based on our performance. Under a separate
agreement, we have agreed to make certain payments to Gladstone Administration, a wholly owned subsidiary of
Gladstone Management, in return for its administration of our business. See �Management � Investment Advisory and
Management Agreement� and �Management � Administration Agreement.�
      As a business development company, we will be required to comply with certain regulatory requirements. For
example, we will not invest in any portfolio company in which Gladstone Capital or any of its affiliates currently has
an investment. However, our affiliate, Gladstone Commercial, may purchase property from, or lease property to,
portfolio companies that we do not control under certain circumstances. See �Business � Our Investments.� Also, while
we are permitted to incur debt to finance investments, our ability to use debt will be limited in certain significant
respects. We have not decided whether, and to what extent, we will finance our portfolio growth by using bank loans
or other debt; however, we do not expect to use bank loans or other debt until the proceeds of this offering have been
substantially invested. We will be required to offer management assistance to our portfolio companies. See
�Regulation.� We intend to elect to be treated for federal income tax purposes as a regulated investment company, or a
RIC, under Subchapter M of the Code. See �Material U.S. Federal Income Tax Considerations.�
Potential Conflicts of Interest
      There are potential conflicts of interest which could impact our investment returns. In particular, our executive
officers and directors, and the officers and directors of Gladstone Management, serve or may serve as officers,
directors or principals of entities that operate in the same or related lines of business as we do or of investment funds
managed by our affiliates. Accordingly, they may have obligations to
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investors in those entities, the fulfillment of which might not be in the best interests of us or our stockholders.
Moreover, Gladstone Management�s investment professionals may establish other investment vehicles which from
time to time may have potentially overlapping investment objectives with those that we target. While Gladstone
Management generally has broad authority to make investments on behalf of the investment vehicles that it advises,
Gladstone Management has adopted investment allocation procedures to address these potential conflicts and, in
accordance with these procedures, intends to direct investment opportunities to the member of the Gladstone Group
with the investment strategy that most closely fits the investment opportunity. Nevertheless, the management of
Gladstone Management may face conflicts in the allocation of investment opportunities to other entities managed by
Gladstone Management. As a result, it is possible that we may not be given the opportunity to participate in certain
investments made by other members of the Gladstone Group or investment funds managed by investment managers
affiliated with Gladstone Management.
Our Corporate Information
      Our administrative offices and our executive officers are located at 1521 Westbranch Drive, Suite 200, McLean,
VA 22102, telephone number (703) 287-5800. We have branch offices in Pittsburgh, PA, New York, NY, Chicago,
IL, and Morristown, NJ. We expect to open offices in other major cities in the future.
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THE OFFERING

Common stock offered by us 14,400,000 shares, excluding 2,160,000 shares of common stock issuable pursuant
to the over-allotment option granted to the underwriters. The underwriters have
reserved 165,720 shares of common stock for sale, directly or indirectly, to our
directors and employees, their families and certain other parties designated by
Gladstone Management at the public offering price less the sales load.

Common stock to be outstanding
after this offering

14,400,100 shares, excluding 2,160,000 shares of common stock issuable pursuant
to the over-allotment option granted to the underwriters.

Use of proceeds We plan to invest the net proceeds of this offering in cash acquisitions, changes in
control or recapitalizations of small and mid-sized companies in accordance with
our investment objectives and the strategies described in this prospectus. We
anticipate that substantially all of the net proceeds of this offering will be invested
within two years, depending on the availability of appropriate investment
opportunities consistent with our investment objectives and other market
conditions. We expect that our portfolio will initially consist primarily of senior
secured loans because we anticipate that we will be able to invest in such loans
more rapidly than in subordinated debt, mezzanine debt and preferred stock.
Pending such interim investments, we will invest the net proceeds primarily in cash,
cash equivalents, U.S. government securities, and other high- quality debt
investments that mature in one year or less from the date of investment. See �Use of
Proceeds.�

Dividends and distributions We intend to make monthly cash distributions to our stockholders out of assets
legally available for distribution. Our monthly distributions, if any, will be
determined by our board of directors. Some distributions in the initial years may be
a return of capital.

Taxation We intend to elect to be treated for federal income tax purposes as a RIC.
Accordingly, we generally will pay no corporate-level federal income taxes on any
ordinary income or capital gains that we distribute to our stockholders as dividends.
To maintain our RIC status, we must meet specified source-of-income and asset
diversification requirements and distribute annually at least 90% of our ordinary
income and realized net short-term capital gains in excess of realized net long-term
capital losses, if any, out of assets legally available for distribution. See �Dividends
and Distributions.�

Dividend reinvestment plan We have a dividend reinvestment plan for our stockholders. This is an �opt in�
dividend reinvestment plan, meaning that stockholders may elect to have their cash
dividends automatically reinvested in additional shares of our common stock.
Stockholders who do not so elect will receive their dividends in cash. Stockholders
who receive distributions in the form of stock will be subject to the same federal,
state and local tax
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consequences as stockholders who elect to receive their distributions in cash. See
�Dividend Reinvestment Plan.�

Nasdaq National Market symbol GAIN

Trading at a discount Shares of closed-end investment companies frequently trade at a discount to their
net asset value. The possibility that our shares may trade at a discount to our net
asset value is separate and distinct from the risk that our net asset value per share
may decline. We cannot predict whether our shares will trade above, at or below net
asset value.

Anti-takeover provisions Our board of directors will be divided into three classes of directors serving
staggered three-year terms. This structure is intended to provide us with a greater
likelihood of continuity of management, which may be necessary for us to realize
the full value of our investments. A staggered board of directors also may serve to
deter hostile takeovers or proxy contests, as may certain provisions of Delaware law
and other measures we have adopted. See �Description of our capital stock.�

Management arrangements Gladstone Management will serve as our investment adviser, and Gladstone
Administration will serve as our administrator. We have entered into a license
agreement with Gladstone Management, pursuant to which Gladstone Management
has agreed to grant us a non-exclusive license to use the name �Gladstone� and the
Diamond G logo. For a description of Gladstone Management, Gladstone
Administration, the Gladstone Group and our contractual arrangements with these
companies, see �Management � Investment Advisory and Management Agreement,�
�Management � Administration Agreement� and �Management � License Agreement.�

Available information After completion of this offering, we will be required to file periodic reports, proxy
statements and other information with the SEC. This information will be available
at the SEC�s public reference room in Washington, D.C. and on the SEC�s Internet
website at www.sec.gov. We intend to provide much of the same information on
our website at www.GladstoneInvestment.com. Information contained on our
website is not part of this prospectus and should not be relied upon as such.
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FEES AND EXPENSES
      The following table is intended to assist you in understanding the costs and expenses that an investor in this
offering will bear directly or indirectly. We caution you that some of the percentages indicated in the table below are
estimates and may vary. Except where the context suggests otherwise, whenever this prospectus contains a reference
to fees or expenses paid by �us� or �Gladstone Investment,� or that �we� will pay fees or expenses, stockholders will
indirectly bear such fees or expenses as investors in Gladstone Investment.

Stockholder transaction expenses:
Sales load (as a percentage of offering price) 7.00%(1)
Offering expenses borne by us (as a percentage of offering price) 0.60%(2)
Dividend reinvestment plan expenses None(3)
Total stockholder transaction expenses (as a percentage of offering price) 7.60%

Estimated annual expenses (as a percentage of net assets attributable to common stock):
Management fees 2.00%(4)
Incentive fees payable under investment advisory and management agreement (20% of
realized capital gains and 20% of pre-incentive fee net investment income) 0.00%(5)
Interest payments on borrowed funds None(6)
Other expenses 0.20%(7)
Total annual expenses (estimated) 2.20%(4)(7)

(1) The sales load (underwriting discounts and commissions) with respect to shares sold in this offering, which is a
one-time fee, is the only sales load paid in connection with this offering.

(2) Amount reflects estimated offering expenses of approximately $1,300,000.

(3) The expenses of the dividend reinvestment plan are included in �Other expenses.�

(4) Our base management fee is based on our gross assets. Gross assets are defined as total assets of Gladstone
Investment, including investments made with proceeds of borrowings, less any uninvested cash or cash
equivalents resulting from borrowings. However, until March 31, 2006 the base management fee calculation will
exclude uninvested cash proceeds from this offering, resulting in a lower fee than indicated by the examples set
forth herein. See �Management � Investment Advisory and Management Agreement� and footnote 5 below.

(5) Based on our current business plan, we do not expect to invest fully the net proceeds from this offering for up to
two years, and we expect that during the first year after completion of this offering we will not have any capital
gains and that our interest income will not exceed the quarterly hurdle rate discussed below. As a result, we do
not anticipate paying any incentive fees in the first year after the completion of this offering. In addition, until
March 31, 2006 the base management fee calculation will exclude uninvested cash proceeds from this offering,
resulting in a lower fee than indicated by the examples set forth herein. Once we have fully invested the net
proceeds of this offering, we expect that our results of operations may obligate us to pay incentive fees. The
incentive fee consists of two parts: an income-based fee and a capital gains-based fee. The income-based fee will
be payable quarterly in arrears, and will equal 20% of the excess, if any, of our pre-incentive fee net investment
income that exceeds a 1.75% quarterly (7% annualized) hurdle rate, subject to a �catch-up� provision measured as
of the end of each calendar quarter. The �catch-up� provision requires us to pay 100% of our pre-incentive fee net
investment income with respect to that portion of such income, if any, that exceeds the hurdle rate but is less than
125% of the quarterly hurdle rate (or 2.1875%) in any calendar quarter (8.75% annualized). The catch-up
provision is meant to provide Gladstone Management with 20% of our pre-incentive fee net investment income
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rate in any calendar quarter (8.75% annualized). The income-based incentive fee will be computed and paid on
income that may include interest that is accrued but not yet received in cash. Our pre-incentive fee net investment
income used to calculate this part of the income incentive fee is also included in the amount of our gross assets
used to calculate the 2% base management fee (see footnote 4 above). The capital gains-based incentive fee will
equal 20% of our net realized capital gains, if any, computed net of all realized capital losses and unrealized
capital depreciation and will be payable at the end of each calendar year beginning after March 31, 2006.

      Examples of how the incentive fee would be calculated are as follows:
� Assuming pre-incentive fee net investment income of 0.55%, there would be no income-based incentive fee
because such income would not exceed the hurdle rate of 1.75%.

� Assuming pre-incentive fee net investment income of 2.00%, the income-based incentive fee would be as
follows:

           = 100% × (2.00% - 1.75%)
           = 0.25%

� Assuming pre-incentive fee net investment income of 2.30%, the income-based incentive fee would be as
follows:

           = (100% × (�catch-up�: 2.1875% - 1.75%)) + (20% × (2.30% - 2.1875%))
           = (100% × 0.4375%) + (20% × 0.1125%)
           = 0.4375% + 0.0225%
           = 0.46%

� Assuming net realized capital gains of 6% and realized capital losses and unrealized capital depreciation of 1%,
the capital gains-based incentive fee would be as follows:

           = 20% × (6% - 1%)
           = 20% × 5%
           = 1%

For a more detailed discussion of the calculation of the two-part incentive fee, see �Management � Investment
Advisory and Management Agreement.�

(6) We do not plan to incur any indebtedness, or to pay interest in respect thereof, before the proceeds of this offering
are substantially invested. We have not decided whether, and to what extent, we will finance investments using
debt; however, in the future, we do expect to use debt to finance our investments.
Assuming we borrowed for investment purposes an amount equal to 40% of our total assets (including such
borrowed funds) and that the annual interest rate on the amount borrowed is 3%, our total annual expenses
(estimated) would be as follows:

Management fees 2.00%
Incentive fees payable under investment advisory and management agreement (20% of realized capital
gains and 20% of pre-incentive fee net investment income) 0.00%
Interest payments on borrowed funds 1.20%
Other expenses 0.12%
Total annual expenses (estimated) 3.32%

(7) Includes organizational expenses (which are minimal and non-recurring) and our overhead expenses, including
payments under the administration agreement based on our projected allocable portion of overhead and other
expenses incurred by Gladstone Administration in performing its obligations under the administration agreement.
See �Management � Administration Agreement.�
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Example
      The following example demonstrates the projected dollar amount of total cumulative expenses that would be
incurred over various periods with respect to a hypothetical investment in our common stock. In calculating the
following expense amounts, we have assumed we would have no leverage and that our annual operating expenses
would remain at the levels set forth in the table above.

1 year 3 years 5 years 10 years

You would pay the following expenses on a $1,000
investment, assuming a 5% annual return $ 96.61 $ 139.59 $ 185.00 $ 310.14

      While the example assumes, as required by the SEC, a 5% annual return, our performance will vary and may
result in a return greater or less than 5%. The two-part incentive fee under the investment advisory and management
agreement, which, assuming a 5% annual return, would either not be payable or have an insignificant impact on the
expense amounts shown above, is not included in the example. This illustration assumes that we will not realize any
capital gains computed net of all realized capital losses and unrealized capital depreciation in any of the indicated time
periods. If we achieve sufficient returns on our investments, including through the realization of capital gains, to
trigger an incentive fee of a material amount, our expenses, and returns to our investors after such expenses, would be
higher. In addition, while the example assumes reinvestment of all dividends and distributions at net asset value,
participants in our dividend reinvestment plan will receive a number of shares of our common stock, determined by
dividing the total dollar amount of the dividend payable to a participant by the market price per share of our common
stock at the close of trading on the valuation date for the dividend. See �Dividend Reinvestment Plan� for additional
information regarding our dividend reinvestment plan.
      This example and the expenses in the table above should not be considered a representation of our future expenses,
and actual expenses (including the cost of debt, if any, and other expenses) may be greater or less than those shown.
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RISK FACTORS
 Before you invest in shares of our common stock, you should be aware of various risks, including those described

below. You should carefully consider these risk factors, together with all of the other information included in this
prospectus, before you decide whether to make an investment in our common stock. The risks set out below are not the
only risks we face. If any of the following events occur, our business, financial condition and results of operations
could be materially adversely affected. In such case, our net asset value and the trading price of our common stock
could decline, and you may lose all or part of your investment.
Risks Relating To Our Business And Structure

We are a new company with no operating history.
      We were incorporated in Delaware on February 18, 2005 and have not yet commenced operations. We are subject
to all of the business risks and uncertainties associated with any new business, including the risk that we will not
achieve our investment objectives and that the value of your investment could decline substantially. We anticipate that
it will take us up to two years to invest substantially all of the net proceeds of this offering. During this period, we will
invest in temporary investments, such as cash and cash equivalents, and then senior secured loans, all of which we
expect will earn yields substantially lower than the interest income that we anticipate receiving with respect to
investments in subordinated debt, mezzanine debt, preferred stock and other types of investments we may make. As a
result, we may not be able to pay any dividends during this period or, if we are able to do so, such dividends may be
substantially lower than the dividends that we expect to pay when our portfolio is fully invested.

We are dependent on Gladstone Management�s key personnel and on their access to potential transactions for
our future success.

      Our business is dependent in large part on our continued access to the experience and network of business contacts
of the senior management of Gladstone Management, including Messrs. Gladstone, Brubaker and Stelljes. For a
description of the senior management team, see �Management.� We will also depend, to a significant extent, on
Gladstone Management�s investment professionals for analysis of opportunities and to locate investment opportunities.
The senior management of Gladstone Management will evaluate, negotiate, structure, close and monitor our
investments. The departure of any of the senior managers of Gladstone Management, or of a significant number of the
investment professionals or partners of Gladstone Management, could have a material adverse effect on our ability to
achieve our investment objective. In addition, we can offer no assurance that Gladstone Management will remain our
investment adviser or that we will continue to have access to Gladstone Management�s investment professionals or its
information and deal flow.

Our financial condition and results of operation will depend on our ability to manage future growth effectively.
      Our ability to achieve our investment objectives will depend on our ability to grow, which in turn will depend on
Gladstone Management�s ability to identify, invest in, and monitor companies that meet our investment criteria.
      Accomplishing this result on a cost-effective basis will largely be a function of Gladstone Management�s
structuring of the investment process, its ability to provide competent, attentive and efficient services to us, and our
access to financing on acceptable terms. The executive officers of Gladstone Management will have substantial
responsibilities under the investment advisory and management agreement, as well as in connection with their roles as
officers of other companies within the Gladstone Group. They may also be called upon to provide managerial
assistance to our portfolio companies. These demands on their time may distract them or slow the rate at which they
are able to invest our assets. In order for us to grow, Gladstone Management will need to hire, train, supervise, and
manage new investment professionals and supporting employees. However, we can offer no assurance that
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Gladstone Management will be able to find and/or hire new investment professionals or supporting employees or that
any such employees will contribute to the work of Gladstone Management. Any failure to manage our future growth
effectively could have a material adverse effect on our business, financial condition and results of operations.

If we do not invest the proceeds of this offering in a timely manner, our returns to stockholders will be
significantly lower.

      We have estimated that it may take us up to two years to invest all the cash proceeds from this offering in the types
of investments we intend to make. We can give no assurance that we will be successful in meeting that estimate. To
the extent that it takes us longer to invest the cash proceeds from this offering, the returns to stockholders are likely to
be less than if we invested the proceeds over the time period we have allotted.

If our primary investments are deemed not to be qualifying assets, we could lose our status as a business
development company or be precluded from investing according to our current business plan.

      If we are to maintain our status as a business development company, we must not acquire any assets other than
�qualifying assets� unless, at the time of and after giving effect to each such acquisition, at least 70% of our total assets
are qualifying assets. If we acquire mezzanine loans or dividend-paying equity securities from an issuer that has
outstanding marginable securities at the time we make an investment, these acquired assets cannot be treated as
qualifying assets. See �Regulation � Qualifying Assets.� This results from the definition of �eligible portfolio company�
under the 1940 Act, which in part looks to whether a company has outstanding marginable securities.
      Amendments promulgated in 1998 by the Board of Governors of the Federal Reserve System to Regulation T
under the Securities Exchange Act of 1934, as amended, or the Exchange Act, expanded the definition of marginable
security to include any non-equity security. These amendments have raised questions as to whether a private company
that has outstanding debt securities would qualify as an eligible portfolio company.
      We believe that the junior debt and equity instruments that we expect to make should constitute qualifying assets
because the privately held companies in which we invest will generally not, at the time of our investment, have
outstanding marginable securities. Until the questions raised by the amendments to Regulation T have been clarified
through SEC rulemaking or addressed by legislative, administrative, or judicial action, we intend to treat as qualifying
assets only those mezzanine loans that are not investment grade, do not have a public secondary market, and are
issued by a private issuer that does not have outstanding a class of margin-eligible securities at the time of our
investment. Likewise, we will treat equity securities issued by a portfolio company as qualifying assets only if such
securities are issued by a private company that has no marginable securities outstanding at the time we purchase such
securities.
      To date, we do not believe that either the SEC or its staff has taken any position with respect to our analysis of the
issues discussed above, and neither the SEC nor its staff has indicated that it concurs with our analysis. We intend to
adjust our investment focus as needed to comply with and/or take advantage of any future administrative position,
judicial decision or legislative action. The SEC has recently proposed amendments to the rules concerning business
development companies that would clarify that, among other things, companies that do not have a class of securities
listed on an exchange or Nasdaq would be considered eligible portfolio companies.
      Unless and until the proposed rules described above are adopted by the SEC, if there were a court ruling or
regulatory decision that conflicted with our interpretations, we could lose our status as a business development
company or be precluded from investing in the manner described in this prospectus. This in turn could cause us to lose
our status as a RIC. Any of these results would have a material adverse effect on our ability to invest in the manner
described in this prospectus, on our operating results, financial condition and ability to pay dividends, and on the value
of our common stock. See ��Regulations
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governing our operation as a business development company will affect our ability to and the way in which we raise
additional capital.�
      Such a ruling or decision also may require us to dispose of investments that we made based on our interpretation
of Regulation T. Such dispositions could have a material adverse effect on our stockholders. We may need to dispose
of such investments quickly, which would make it difficult to dispose of such investments on favorable terms. In
addition, because these types of investments will generally be illiquid, we may have difficulty finding a buyer and,
even if we do find a buyer, we may have to sell the investments at a substantial loss. See ��The lack of liquidity in our
investments may adversely affect our business.�

We operate in a highly competitive market for investment opportunities.
      A number of entities will compete with us for investments in small and mid-sized companies. We will compete
with public and private buyout funds, commercial and investment banks, commercial financing companies, and, to the
extent they provide an alternative form of financing, hedge funds. Many of our competitors are substantially larger
and have considerably greater financial, technical, and marketing resources than we do. For example, some
competitors may have a lower cost of funds and access to funding sources that are not available to us. In addition,
some of our competitors may have higher risk tolerances or different risk assessments, which would allow them to
consider a wider variety of investments and establish more relationships than us. Furthermore, many of our
competitors are not subject to the regulatory restrictions that the 1940 Act imposes on us as a business development
company. The competitive pressures we face could have a material adverse effect on our business, financial condition,
and results of operations. Also, as a result of this competition, we may not be able to take advantage of attractive
investment opportunities from time to time, and we can offer no assurance that we will be able to identify and make
investments that are consistent with our investment objective.
      We will not seek to compete primarily based on the interest rates we will offer, and we believe that some of our
competitors may make loans with interest rates that will be comparable to or lower than the rates we offer.
      We may lose investment opportunities if we do not match our competitors� pricing, terms, and structure. If we
match our competitors� pricing, terms, and structure, we may experience decreased net interest income and increased
risk of credit loss.

We will be subject to corporate-level income tax if we are unable to qualify as a RIC.
      To qualify as a RIC under the Code, we must meet certain income source, asset diversification, and annual
distribution requirements. The annual distribution requirement for a RIC is satisfied if we distribute to our
stockholders on an annual basis at least 90% of our ordinary income and realized net short-term capital gains in excess
of realized net long-term capital losses, if any. Because we may use debt financing in the future, we may be subject to
certain asset coverage ratio requirements under the 1940 Act and financial covenants under loan and credit agreements
that could, under certain circumstances, restrict us from making distributions necessary to qualify as a RIC. If we are
unable to obtain cash from other sources, we may fail to qualify as a RIC and, thus, may be subject to corporate-level
income tax. To qualify as a RIC, we must also meet certain asset diversification requirements at the end of each
calendar quarter. Failure to meet these tests may result in our having to dispose of certain investments quickly in order
to prevent the loss of RIC status. Because most of our investments will be in private companies, any such dispositions
could be made at disadvantageous prices and may result in substantial losses. If we fail to qualify as a RIC for any
reason and remain or become subject to corporate income tax, the resulting corporate taxes could substantially reduce
our net assets, the amount of income available for distribution, and the amount of our distributions. Such a failure
would have a material adverse effect on our stockholders.
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Regulations governing our operation as a business development company will affect our ability to and the way
in which we raise additional capital.

      We may issue debt securities or preferred stock and/or borrow money from banks or other financial institutions,
which we refer to collectively as �senior securities,� up to the maximum amount permitted by the 1940 Act. Senior
securities are defined by the 1940 Act to include bonds, debentures, notes or similar obligations or instruments that are
securities and evidence indebtedness and stock of a class having priority over any other class as to distribution of
assets or payment of dividends. Under the provisions of the 1940 Act, we will be permitted, as a business
development company, to issue senior securities only in amounts such that our asset coverage, as defined in the 1940
Act, equals at least 200% after each issuance of senior securities. If the value of our assets declines, we may be unable
to satisfy this test. If that happens, we may be required to sell a portion of our investments and, depending on the
nature of our leverage, repay a portion of our indebtedness at a time when such sales may be disadvantageous.
      We are not generally able to issue and sell our common stock at a price below net asset value per share. We may,
however, sell our common stock or warrants, options, or rights to acquire our common stock at a price below the
current net asset value of the common stock if our board of directors determines that such sale is in the best interests
of Gladstone Investment and its stockholders, and our stockholders approve such sale. In any such case, the price at
which our securities are to be issued and sold may not be less than a price which, in the determination of our board of
directors, closely approximates the market value of such securities (less any distributing commission or discount).
      In addition to issuing securities to raise capital as described above, we may in the future seek to securitize certain
of our assets to generate cash for funding new investments. Securitization involves our creating a wholly-owned
subsidiary and contributing a pool of loans to the subsidiary, which then would deposit the loans to a single purpose
trust. The trust would then typically sell a class of investment grade interests to the public, and we would retain a
residual portion of the equity in the securitized pool of loans. The declaration of trust for the securitization entity
would typically provide for preferential distributions of interest, principal and liquidation proceeds to the holders other
than the holder of the residual equity. Accordingly, in a securitization transaction, the residual equity that we would
retain would typically bear greater risk than if we held all the loans comprising the securitized pool in their entirety.
An inability to successfully securitize our loan portfolio could limit our ability to grow our business, fully execute our
business strategy, and decrease our earnings, if any. Moreover, the successful securitization of our loan portfolio
might expose us to losses as the residual loans in which we do not sell interests will tend to be those that are riskier
and more apt to generate losses.

If we issue senior securities, including debt, we will be exposed to additional risks, including the typical risks
associated with leverage.

      We will be exposed to increased risk of loss if we incur debt to make investments. If we do incur debt, a decrease
in the value of our investments would have a greater negative impact on the value of our common stock than if we did
not use debt.
      Our ability to pay dividends would be restricted if our asset coverage ratio was not at least 200%, and any amounts
that we would use to service our indebtedness would not be available for dividends to our common stockholders.
      It is likely that any senior debt securities we issue will be governed by an indenture or other instrument containing
covenants restricting our operating flexibility.
      We, and indirectly our stockholders, will bear the cost of issuing and servicing such securities.
      Any convertible or exchangeable securities that we issue in the future may have rights, preferences and privileges
more favorable than those of our common stock.
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We will be exposed to risks associated with changes in interest rates.
      General interest rate fluctuations may have a substantial negative impact on our investments and investment
opportunities and, accordingly, may have a material adverse effect on investment objectives and our rate of return on
invested capital. In addition, an increase in interest rates would make it more expensive to use debt to finance our
investments.

Many of our portfolio investments will be recorded at fair value as determined in good faith by our board of
directors based on recommendations by Standard & Poor�s Evaluation Service, who recommends values using
its own methodology; this may result in uncertainty as to the value of our portfolio investments.

      A large percentage of our portfolio investments will be in the form of securities that are not publicly traded. The
fair value of securities and other investments that are not publicly traded may not be readily determinable. Our board
of directors will determine the fair value of these securities quarterly, and will use the recommendations of Standard &
Poor�s� Evaluation Service (�S&P�) to determine the value of many of our debt securities. The types of factors that may
be considered in determining the fair value of our investments include the nature and realizable value of any collateral,
the portfolio company�s earnings and cash flows and its ability to make payments on its obligations, the markets in
which the portfolio company does business, comparison to publicly traded companies, discounted cash flow, and other
relevant factors. Because such valuations, particularly valuations of private securities and private companies, are
inherently uncertain, may fluctuate over short periods of time, and may be based on estimates, our determinations of
fair value may differ materially from the values that might have resulted from a readily available market for these
securities. Our net asset value could be adversely affected if our determinations regarding the fair value of our
investments were materially higher than the values that we ultimately realize upon the disposal of such securities. At
this time S&P will only evaluate the debt portion of our investments, and our board of directors will establish the fair
value of the equity securities we may hold without the evaluation of S&P.

The lack of liquidity in our investments may adversely affect our business.
      We will generally make investments in private companies whose securities are not traded in any public market.
Substantially all of these securities will be subject to legal and other restrictions on resale and will otherwise be less
liquid than publicly traded securities. The illiquidity of our investments may make it difficult for us to sell such
investments if the need arises. In addition, if we are required to liquidate all or a portion of our portfolio quickly, we
may realize substantial book losses upon liquidation. In addition, we may face other restrictions on our ability to
liquidate an investment in a portfolio company to the extent that we, Gladstone Management, or our respective
officers, employees or affiliates have material non-public information regarding such portfolio company.

We may experience fluctuations in our quarterly results.
      We could experience fluctuations in our quarterly operating results due to a number of factors, including the
interest rates payable on the debt securities we acquire, the default rates on such securities, the level of our expenses,
variations in and the timing of the recognition of realized and unrealized gains or losses, the degree to which we
encounter competition in our markets, and general economic conditions. As a result of these factors, results for any
period should not be relied upon as being indicative of performance in future periods.

There are significant potential conflicts of interest which could impact our investment returns.
      Our executive officers and directors, and the officers and directors of our investment adviser, Gladstone
Management, serve or may serve as officers, directors or principals of entities that operate in the same or a related line
of business as we do or of investment funds managed by our affiliates. Accordingly, they may have obligations to
investors in those entities, the fulfillment of which might not be in the best
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interests of us or our stockholders. For example, Mr. Gladstone, our chairman and chief executive officer, is and,
following this offering, will continue to be chairman of the board and chief executive officer of Gladstone
Management, Gladstone Capital and Gladstone Commercial with management responsibilities for the other members
of the Gladstone Group. In addition, Mr. Brubaker, our vice chairman and secretary, is and, following this offering,
will continue to be a either vice chairman or president and secretary of Gladstone Management, Gladstone Capital and
Gladstone Commercial. Moreover, we may establish other investment vehicles which from time to time may have
potentially overlapping investment objectives with those of Gladstone Investment and accordingly may invest in,
whether principally or secondarily, asset classes similar to those targeted by Gladstone Investment. While Gladstone
Management generally has broad authority to make investments on behalf of the investment vehicles that it advises,
Gladstone Management has adopted investment allocation procedures to address these potential conflicts and intends
to direct investment opportunities to the member of the Gladstone Group with the investment strategy that most
closely fits the investment opportunity. Nevertheless, the management of Gladstone Management may face conflicts
in the allocation of investment opportunities to other entities managed by Gladstone Management. As a result, it is
possible that we may not be given the opportunity to participate in certain investments made by other members of the
Gladstone Group or investment funds managed by investment managers affiliated with Gladstone Management.
      While we will not invest in any portfolio company in which any of the Gladstone Group companies currently has
an investment, our affiliate, Gladstone Commercial, may purchase property from or lease property to portfolio
companies that we do not control under certain circumstances. We may pursue such transactions only if (i) the
portfolio company is not controlled by us or any of our affiliates, (ii) the portfolio company satisfies the tenant
underwriting criteria or owns real estate that meets the lease underwriting criteria of Gladstone Commercial, and
(iii) the transaction is approved by a majority of our independent directors and a majority of the independent directors
of Gladstone Commercial. We expect that any such negotiations between Gladstone Commercial and our portfolio
companies would result in lease terms consistent with the terms that the portfolio companies would be likely to
receive were they not portfolio companies of ours. However, if Gladstone Commercial provides a lease to a current or
prospective portfolio company of ours, it is likely that there will be a conflict of interest in connection with such a
transaction. There is a risk that, for Gladstone Commercial to provide a lease to a portfolio company, there could be
situations where we enter into a transaction that is riskier than we would customarily make in order to enable
Gladstone Commercial, or another affiliate, to provide the lease portion of the financing; this carries a greater risk of
default. If any of these risks were to materialize, it could have a material adverse effect on our ability to generate cash
flow to make distributions to stockholders.
      Certain of our officers, who are also officers of Gladstone Management, may from time to time serve as directors
of certain of our portfolio companies. If an officer serves in such capacity with one of our portfolio companies, such
officer will owe fiduciary duties to all shareholders of the portfolio company, which duties may from time to time
conflict with the interests of our stockholders.
      In the course of our investing activities, we will pay management and incentive fees to Gladstone Management
and will reimburse Gladstone Administration for certain expenses it incurs. As a result, investors in our common stock
will invest on a �gross� basis and receive distributions on a �net� basis after expenses, resulting in, among other things, a
lower rate of return than one might achieve through our investors themselves making direct investments. As a result of
this arrangement, there may be times when the management team of Gladstone Management has interests that differ
from those of our stockholders, giving rise to a conflict.
      Gladstone Management will receive a quarterly incentive fee based, in part, on our pre-incentive fee net
investment income, if any, for the immediately preceding calendar quarter. This income-based portion of the incentive
fee is subject to a quarterly hurdle rate before providing an income incentive fee return to Gladstone Management.
Because the hurdle rate is fixed and is based in relation to current interest rates, which are currently relatively low on a
historical basis, if interest rates rise, it would become easier for our investment income to exceed the hurdle rate and,
as a result, more likely that Gladstone Management will
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receive an income-based incentive fee than if interest rates on our investments remained constant or decreased.
Subject to the receipt of any requisite s
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