Investment Objective

To provide a total return by investing in a portfolio of predominantly bonds.

Fund Strategy

The Fund aims to maximise returns utilising our in-house research on both top down (macro economic) factors and bottom up (stock specific)
factors to identify attractively valued opportunities. The Fund is run against a corporate bond sterling benchmark, but can take off benchmark
positions up to a third of the Fund. These can include holdings in gilts, international government and corporate bonds, high yield bonds or

preference shares.

Fund Statistics

Benchmark iBoxx £ non-gilt ex sov/sub-sov
Index

IMA Sector IMA £ Corporate Bond

Fund Manager Daniel McKernan

Fund Launch Date July 2004

Fund Size £1388.1 million

Number of Holdings 205

Distribution/Underlying Yield# 4.6% p.a (gross)
Dealing Information - Share Class A

Minimum Investment £1,000
Valuation Point 12 noon
Settlement Terms T+4

Accounting Period End Dates 31 December (Final)
30 June (Interim)

Ex-Dividend Dates End of Mar, June, Sep & Dec
Payment Dates End of Feb, May, Aug & Nov
Last Distribution Rate 1.0839p (as at November 2011)
Initial Charge 3.75%
Annual Charge 1.00%
Total Expense Ratio 1.12% (as at 30 June 2011)
Fund Codes and Prices - Share Class A
Sedol B019GW9
ISIN GB00B019GW94
Bloomberg SWABRAA LN
Lipper LP65017280
NAV Price as at 31 December 2011
95.2p
NAV - 12 Month High 23 May 2011
98.3p
NAV - 12 Month Low 12 October 2011
91.9p

NAV Price Source: DataStream

Statistical Analysis Review Over 3 Years

Sharpe Ratio 1.28

Standard Deviation 8.13% (p.a.)

Alpha 0.18% (p.a.)

Beta 1.08

Information Ratio 0.50

Tracking Error 2.01% (p.a.)
Source: SWIP.

#Yields shown are estimates based on a snapshot of the portfolio and are
not guaranteed. Yield terms are defined overleaf.

Daniel McKernan took over the Fund in
April 2011. Daniel joined SWIP in February
2011 and has over 20 years investment
management experience as a fixed income
credit fund manager.

Performance Returns - Calendar Years (%)
2011* 2010 2009 2008 2007

Fund 3.66 7.92 15.67 -12.94 N/A
Sector Average 4.21 6.84 14.25 -10.26 N/A
Quartile 3 2 2 3 N/A

Cumulative Performance Returns (%

Performance Returns (%)

1 Mth 3 Mths 1Yr 3Yrs 5Yrs

p.a p.a
Fund 1.58 2.49 3.66 8.97 N/A
Sector Average 1.61 2.36 4.21 8.99 N/A
Quatrtile 3 3 3 2 N/A

Source: Lipper mid-mid basis, net of fees. *Year to date figure. Lipper Fund
returns are priced at 12 noon. The Fund was in the UK Corp Bond sector in
2006 then moved into the £ Corp Bond sector on 1 Sep 2008.

Past Performance is not a guide to future performance



Market Review

Bond markets performed relatively well during December. Although there was still a lack of liquidity, which remains a concern, there were
gains across most sectors, resulting in a narrowing of the spread in yields between government and corporate bonds.

Fund Performance

The Fund was behind the peer group average in December. The Fund lost mostly due to asset allocation where our exposure to Tier 1
banking securities detracted from performance. The Fund gained due to security slection where exposure to Italian government credit
default swaps benefited the Fund.

Fund Positioning

The market for new issues showed some improvement at the start of December. We participated in a new issue from supermarket group
Morrison, picking up a relatively large allocation. We also participated a new euro issue by Repsol, the Spanish oil and gas company.

Maturity Breakdown Top 10 Holdings

Fund Benchmark Deviation Company Weighting

% % % %

<1Yr Bonds 3.3 0.0 3.3 Treasury 5% 2025 2.4
1-3 Yr Bonds 1.3 8.1 -6.8 SWIP European High Yield Bond Fund X Net Acc 2.2
3-5 Yr Bonds 6.7 10.4 -3.7 Citigroup 6.8% 2038 2.2
5-7 Yr Bonds 13.1 13.8 -0.7 E.ON 6.75% 2039 1.6
7-15 Yr Bonds 33.0 315 1.6 HSBC 7% 2038 15
15-30 Yr Bonds 35.9 331 2.7 Treasury 4.5% 2034 15
30-40 Yr Bonds 2.2 1.8 0.4 GE Capital 5.875% 2033 15
40-50 Yr Bonds 1.8 11 0.7 Imperial Tobacco 7.75% 2019 1.4
>50 Yr Bonds 0.8 0.1 0.6 Telecom ltalia 7.375% 2017 1.4
Other 1.9 0.1 1.8 Merrill Lynch 7.75% 2018 1.3

Source: SWIP, iBoxx £ non-gilt ex sov/sub-sov Source: SWIP

Contact Us

SWIP Sales Team on 0207 203 3333

Email: investment.enquiries@swip.com

For all administration queries contact: 0800 33 66 00
WWW.Swip.com

The yields shown are expressed as a % per annum of current Net Asset Value of the Fund. They are estimates for the next 12 months, assuming that the Fund's
portfolio remains unchanged and there are no defaults or deferrals of coupon payments or unscheduled capital repayments. They are not guaranteed. The
Distribution Yield reflects the amounts that may be expected to be distributed over the next twelve months as a % of the mid-market unit price of the Fund as at
the date shown. In addition to expected cash income, it includes the amortised annual value of unrealised capital gains / losses of current bond holdings,
calculated with reference to their historic purchase price and expected redemption value. It does not include any preliminary charge and investors may be
subject to tax on distributions. The Underlying Yield is also the Distribution Yield for this Fund.

Important Information: Investment markets and conditions can change rapidly and as such the views expressed should not be taken as statements of fact nor
should reliance be placed on these views when making investment decisions. The value of the fund can go up and down and investors may not receive back the
money they invested. This publication only contains brief information on the fund. The Fund Prospectus and the Simplified Prospectus provide more detailed
information as well as the risks of investing. Both these documents are available on our website www.swip.com or by telephoning 0800 33 66 00. This does not
constitute an offer or solicitation to anyone in a jurisdiction where such offer is not authorised or lawful. Persons interested in acquiring shares in the funds
should inform themselves of, and observe, all relevant laws and regulations.

Issued by Scottish Widows Investment Partnership Limited (SWIP) which is registered in England and Wales, Company No. 794936. Registered Office is at 33
Old Broad Street, London, EC2N 1HZ, UK. Tel: +44 (0)131 655 8500. SWIP is the investment advisor for the SWIP and Scottish Widows fund range. SWIP is
authorised and regulated by the Financial Services Authority and is entered on their register under number 193707 (www.fsa.gov.uk). Calls may be recorded
and monitored to help improve customer service and for training purposes.
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