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Investment Objective

To provide a total return by investing in a portfolio of predominantly fixed interest securities.

Fund Strategy

The Fund is benchmarked against a portfolio of bonds representative of the UK bond market. As well as the base total return achieved from
investing in a portfolio of sterling denominated bonds, we aim to add excess returns through selective tactical and strategic positions in the
areas of duration management, yield curve analysis, allocations to corporate bonds including higher yielding bonds and non-sterling
denominated debt including emerging market debt. This is achieved by harnessing SWIP's bond expertise within a structured process which
captures both top down and bottom up research.

Fund Manager Biography
Graeme Caughey, took over the Fund in
March 2011 and has been with SWIP since
July 2001. Graeme has 15 years
experience, 9 of which have been gained at
SWIP

Fund Statistics
Benchmark iBoxx Sterling All-Maturities
IMA Sector IMA Unclassified
Fund Manager Graeme Caughey
Fund Launch Date July 2005
Fund Size £66.3 million
Number of Holdings 164
Distribution/Underlying Yield# 2.6% 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 30 Jun & 31 Dec
Payment Dates 28 Feb & 31 Aug
Last Distribution Rate 1.2821p (as at August 2011)

Fund Charges - Share Class A
Initial Charge 3.75%
Annual Charge 1.00%
Total Expense Ratio 1.14% (as at 30 June 2011)

Fund Codes and Prices - Share Class A
Sedol B09KGN5
ISIN GB00B09KGN57
Bloomberg SGBPFAA LN
Lipper LP65004235
NAV Price as at 31 December 2011

126.1p
NAV - 12 Month High 29 December 2011

126.1p
NAV - 12 Month Low 7 February 2011

114.3p

Statistical Analysis Review Over 3 Years
Sharpe Ratio 1.60
Standard Deviation 4.72% (p.a.)
Alpha 1.89% (p.a.)
Beta 0.79
Information Ratio 0.04
Tracking Error 2.28% (p.a.)

Source: SWIP

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

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

Fund 8.71 6.23 5.20 2.37 1.74
Sector Average N/A N/A N/A N/A N/A
Benchmark 13.22 7.94 3.96 3.65 3.22
Quartile N/A N/A N/A N/A N/A

Cumulative Performance Returns (%)

Performance Returns (%)
1 Mth 3 Mths 1 Yr 3 Yrs

p.a
5 Yrs
p.a

Fund 0.72 3.96 8.71 6.70 4.81
Sector Average N/A N/A N/A N/A N/A
Benchmark 1.88 4.32 13.22 8.31 6.33
Quartile N/A N/A N/A N/A N/A

Source: Lipper mid-mid basis, net of fees. iBoxx Sterling All-Maturities, gross of
fees. *Year to date figure. Lipper Fund returns are priced at 12 noon. Please
note the text overleaf is based on Fund & Benchmark returns at close of
business day. Please note sector average is not applicable as this Fund is in
the unclassified sector and is not comparitive to the other Funds within this
sector.
Past Performance is not a guide to future performance

Professional client use only - not for retail clients

NAV Price Source: DataStream



Market Review
Despite Europe's ongoing economic problems, corporate bond markets performed relatively well. However, the lack of market liquidity
remains a concern. Government bonds from "core" countries continued to gain ground. During December, the 10-year Gilt yield fell below
2% for the first time since the start of 2011.

Fund Performance
Our short duration position cost the Fund as yields fell during the month. Our allocation to credit had a positive impact on performance,
however, some of this was offset by underperformance from security selection in our credit portfolio. Our allocation to inflation-linked
government bonds also cost the Fund.

Fund Positioning
We reduced exposure to banks with sales of Royal Bank of Scotland, UBS, Barclays and Intesa Sanpaulo. We took part in the new issue by
supermarket group Morrison. In terms of asset allocation, we maintained the overweight positions in corporate bonds and index-linked
bonds. 

Maturity Breakdown
Fund

%
Benchmark

%
Deviation

%
<1Yr Bonds 11.6 0.0 11.6
1-3 Yr Bonds 1.8 12.7 -11.0
3-5 Yr Bonds 15.5 14.3 1.1
5-7 Yr Bonds 5.5 8.5 -3.0
7-15 Yr Bonds 18.4 26.2 -7.7
15-30 Yr Bonds 31.6 28.3 3.3
30-40 Yr Bonds 0.6 5.7 -5.1
40-50 Yr Bonds 5.8 4.2 1.6
>50 Yr Bonds 0.9 0.0 0.8
Other 8.3 0.1 8.2

Source: SWIP, iBoxx Sterling All-Maturities
Figs may not total exactly due to rounding.

Top 10 Holdings
Company Weighting

%
Treasury 4.5% 2034 12.3
Treasury 2.5% index-linked 2016 11.8
Treasury 5% 2012 7.3
Treasury 4.25% 2040 7.0
Treasury 4.25% 2036 5.5
Treasury 4.25% 2055 3.1
Treasury 4% 2060 2.5
Treasury 2.75% 2015 1.6
Australia (Comonwealth) 4.5% 2020 1.1
Treasury 5.25% 2012 1.1

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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