Investment Objective

To provide investors with long-term capital growth through direct or indirect investment in a diversified portfolio of securities issued by
companies quoted or operating primarily in Europe (including the UK) which, at the time of initial investment, are mainly small or medium sized
companies and which are perceived to have particular expertise in their markets and above average growth potential.

Fund Strategy

The Fund is run on a bottom up basis, and is constructed from high conviction stock ideas generated by our team of analysts. We look for
companies whose long term earnings power is not currently reflected in the share price.

Fund manager biography

Benchmark MSCI Europe Small Cap Gross

Kathleen Dewandeleer and Catie

Sector Lipper Eq Eur Sm&Mid Cap Wearmouth co-manage the Fund. Kathleen
Fund Manager Kathleen Dewandeleer & has 21 years experience and has been with
Catie Wearmouth SWIP since 1997. Catie has 12 years
Fund Launch Date October 1999 experience and has been with SWIP since
Fund Size £130.3 million March 2005.
Number of Holdings 57
Historic Yield (net)# 0.6% p.a
Dealing Information - Share Class A Performance Returns - Calendar Years (%)
Minimum Investment £1,000 2012* 2011 2010 2009 2008
Valuation Point 8:00 AM Fund 6.88 -17.07  27.03 26.27  -30.19
Settlement Terms T+4 Sector Average 6.51 -18.14  26.57 37.37 -33.66
Accounting Period End Dates 31 January (Final) Quatrtile 2 2 2 3 2
& 31 July (Interim)
Ex-Dividend Dates 31 January
Payment Dates 31 Merch
Last Distribution Rate 2.1152p (as at March 2010)
Initial Charge 5.00%
Annual Charge 1.50%
Total Expense Ratio 1.63% (as at 31 July 2011)
Fund Codes and Prices - Share Class A
Sedol 878724
ISIN GB0008787243
Bloomberg SWPESCALN
Lipper LP60010020
NAV Price as at 31 January 2012
296.6p
NAV - 12 Month High 4 May 2011
357.1p
NAV - 12 Month Low 5 October 2011
256.4p 1Mth 3Mths 1Yr 3Yrs 5Yrs
NAV Price Source: DataStream p.a p.a

Fund 668 067 98 1582 071
Statistical Analysis Review Over 3 Years 651 -063 -1233 1578 -047

. Sector Average
Sharpe Ratio 0.84 verag

Standard Deviation 20.95% (p.a.) Quartile 2 3 2 2 2

Alpha 0.17% (p.a.) ) o ) ] )

Beta 0.90 Source: Lipper mid-mid basis, net of fees. *Year to date figure. These Lipper
. . . Fund returns are priced at 8am.

Information Ratio -0.38 Past Performance is not a guide to future performance

Tracking Error 4.70% (p.a.)

Source: SWIP



Market review

European investors were able to shrug off the possibility of a Greek default and political in-fighting to start 2012 in a sprightly fashion. Risk
appetite was much in evidence, as the positive after-effects of the European Central Bank’s long-term refinancing operation continued to
ripple through the market.

Fund performance

The Fund out-performed the sector average in January, with strong contributions coming from fashion groups Ted Baker and Hugo Boss.
Our holding in Swiss chocolate maker Barry Callebaut had a key negative impact on the fund (conversely this stock was a strong performer
in 2011).

Fund positioning

The outlook for equities has improved, although a number of challenges remain. Careful stock selection will therefore be key. As a result of
our bottom-up investment process we are overweight oil services, industrials and capital goods. We are underweight banks and healthcare.

Major Geographic Breakdown Top 10 Holdings

Fund Benchmark Deviation Company Weighting
% % % %
Netherlands 9.0 3.7 5.4 Smith (DS) 2.8
Germany 14.8 10.1 4.7 BIC 2.6
Austria 5.6 2.2 3.4 Telenet 2.6
France 10.5 7.9 25 Ted Baker 25
Belgium 4.3 2.6 1.7 Melrose 2.4
Norway 1.6 4.0 -2.4 Barry Callebaut 2.4
Denmark 0.0 2.8 -2.8 Stagecoach Group 2.3
Spain 0.0 2.9 -2.9 IMTech 2.3
Finland 0.0 3.1 -3.1 GSW Immobilien 2.3
Sweden 15 6.6 -5.1 Dufry Group 2.2
Cash 2.1 0.0 2.1 Source: SWIP

Source: SWIP, MSCI Europe Small Cap Gross. Breakdown is top 5 overweight
and top 5 underweight country positions.

Major Sector Breakdown

Fund Benchmark Deviation
% % % SWIP Sales Team on 0207 203 3333

Industrials 33.2 24.7 8.5 Email: investment.enquiries@swip.com
Consumer Staples 7.8 4.9 2.9 For all administration queries contact: 0800 33 66 00
Materials 11.8 9.3 25 WWW.SWip.com
Telecomm Serv. 2.6 15 11
Consumer Disc. 17.3 16.3 1.0
Utilities 0.0 1.8 -1.8
Energy 4.3 6.5 -2.2
Info Technology 51 9.0 -3.9
Health Care 15 6.2 -4.7
Financials 14.3 19.7 -5.4
Cash 2.1 0.0 2.1
Source: SWIP, MSCI Europe Small Gap Gross. Figs may not total due to
rounding.

The Historic Yield reflects distributions declared over the past twelve months as a percentage of the mid-market price, as at the date shown. It does not
include the preliminary charge and investors may be subject to tax on their distributions. If the Fund’'s expenses were charged to capital, distributions would
be increased and the Fund'’s capital performance constrained by an equivalent extent.

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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