Investment Objective

To provide investors with long term capital growth through direct and indirect investment in a diversified portfolio consisting primarily of
securities which, at the time of initial investment by the Fund, are constituent stocks of the Hoare Govett Smaller Companies Index or listed on
the Alternative Investment Market.

Fund Strategy

The Fund contains our best UK Smaller Companies ideas as generated by SWIP's rigorous in-depth research process. The Fund primarily
invests in companies which are well managed, with a sustainable competitive advantage in growth markets and generate strong free cash
flows.

Fund information Fund manager biograph

Benchmark Hoare Govett Smaller Companies Gregor MacDonald, took over the Fund in
Index (ex ITs) April 2010 and has been with SWIP since

Sector IMA UK Smaller Companies March 2002. Gregor has 23 years

Fund Manager Gregor MacDonald experience, 9 of which have been gained at

Fund Launch Date November 2000 SWIP.

Fund Size £44.3 million

Number of Holdings 59

Historic Yield (net)# 1.0% p.a

Dealing information Performance

Minimum Investment £1,000 Q42010- Q42009- Q42008- Q42007 - Q42006 -
Valuation Point 8:00 AM Q42011 Q42010 Q42009 Q42008 Q42007
Settlement Terms T+4 Fund -4.70 29.10 41.15 -42.90 -6.81
Accounting Period End Dates 30 January (Final) Median -8.93 31.48 44.59 -39.75 -6.64
& 31 July (Interim) Quartile 1 3 3 3 3

Fund charges - Share class A Source: Lipper, mid-mid basis, net of fees. Source: Lipper Fund returns are
Initial Charge 5.00% priced at 12 noon.
Annual Charge 1.50%
Fund codes - Share class A Fund versus Sector Average (Percentage change
Sedol 365259
ISIN GB0003652590
Bloomberg SCWUKS2 LN

Source: SWIP

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

Source: SWIP, iBoxx Sterling All-Maturities, gross of fees (rebased to 100)
Past performance is not a guide to future performance



Market review

It was a volatile, but ultimately positive, quarter for UK smaller companies. Disappointment about the latest European Union summit was
offset by some positive economic data and moves by the European Central Bank to support the financial system.

Fund performance

The Fund posted a strong first quartile performance in the final quarter of 2011 with both stock selection and sector allocation proving
positive. At a stock level the key drivers came from overweight positions in Ashtead Group, Senior, Fenner and Petroceltic which all
significantly outperformed over the period.

Fund positioning

The Fund remains overweight in industrials, focusing on companies with a global reach and strong balance sheets. In contrast, we maintain
an underweight stance in those sectors where the austerity measures being implemented by the UK government and the pressure on
consumer spending will be felt most.

Major sector allocation Key exposures

Fund Company Weighting
% %
Industrials 27.6 Ashtead Group 4.9
Consumer Services 22.9 Berkeley Group 4.0
Financials 19.1 Lancashire Holdings 3.6
Technology 7.7 Senior 3.2
Consumer Goods 7.1 Restaurant Group 2.8
Oil & Gas 5.8 WH Smith 2.7
Basic Materials 3.0 Savills 2.6
Health Care 2.4 Fenner 25
Telecomm 2.4 SThree 25
Other 14 Genus 2.4
Cash 0.6 Source: SWIP

Source: SWIP

For further information please contact our team on:
Tel: 0800 336600

Visit: www.swip.com

#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.
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.

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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