
CCoorrppoorraattee  BBoonndd  FFuunndd
QQuuaarrtteerrllyy  RReeppoorrtt  3300  SSeepptteemmbbeerr  22000088
FFuunndd  PPrrooffiillee

The fund aims to provide returns from a combination of income and capital growth by investing

predominantly in the UK corporate bond market.  The fund is actively managed by our investment

team who may also invest a proportion of assets in other fixed interest securities (e.g. overseas

bonds and gilts) and/or money market instruments to try to take advantage of opportunities they

have identified.

The value of investments within the fund can fall as well as rise and is not guaranteed – you may

get back less than you pay in.

The fund may use derivatives for the purposes of efficient portfolio management or to meet its

investment objective.

The sterling value of overseas assets held in the fund may rise and fall as a result of exchange rate

fluctuations.

TToopp  TTeenn  HHoollddiinnggss %%

AAsssseettss  iinn  ttoopp  tteenn  hhoollddiinnggss  1144..55

EIB 4.8750% 2.5

EIB 6% 2028 2.2

KfW 5.25% 2012 1.5

EIB 5.375% 2021 1.3

UK (Govt of) 5% 2012 1.2

KFW 4.75% 2010 1.2

Svenska Handelsbanken 5% Perpetual 1.2

KfW 6% 2028 1.2

Bank of America 7% 2028 1.1

BNP 6.125% 2011 1.1

CCoommppoossiittiioonn  ooff  PPoorrttffoolliioo  aass  aatt  3300  SSeepptteemmbbeerr  22000088 FFuunndd  MMaannaaggeerr Craig MacDonald
LLaauunncchh  DDaattee March 2001
CCuurrrreenntt  FFuunndd  SSiizzee £2,139.14m

YYiieelldd 7.03%
DDuurraattiioonn 6.51
VVoollaattiilliittyy 1.03%

Volatility source: Morningstar. 

Volatility is the annualised standard deviation of

monthly total returns over the last 36 months.

UUKK  --  RReettaaiill  PPeennssiioonnss

UK Gilts 0 - 5 Years 2.0% 

CCoommppoossiittiioonn  ooff  PPoorrttffoolliioo  bbyy  CCrreeddiitt  RRaattiinngg

RRaattiinnggss  BBrreeaakkddoowwnn  %%

AA 26.9
AAAA 24.2
AAAAAA 31.6
BB 0.2
BBBB 0.4
BBBBBB 16.6
CCCC 0.0
CCCCCC 0.0
NN//RR 0.1

Source: S&P

UK Corporates 91.0%

Overseas Bonds 1.3%

UK Gilts 5 - 10 Years 1.0%
UK Gifts 10 - 15 Years 1.6%

Cash 1.1%

UK Gifts > 15 Years 2.0%



EEnnvviirroonnmmeenntt

Conditions in the corporate bond market

deteriorated, as global recession fears gained

credence amid weak economic news. A stream

of negative news from the financial sector

undermined the market. The turmoil within the

financial sector culminated in two of the largest

US financial institutions, Lehman Brothers and

Washington Mutual, filing for bankruptcy.

Consequently, financial spreads over

government bonds widened dramatically.

Defensive sectors performed well, particularly

utilities and telecoms, while economically

sensitive sectors such as capital goods saw

lacklustre returns. The rejection of the

proposed $700 billion rescue package by US

Congress caused even more acute levels of

volatility.

AAccttiivviittyy

We used new cashflows to increase the Fund’s

exposure to high quality names, and also

added to our holdings in government bonds to

further reduce risk. We took advantage of the

generous premiums paid by companies issuing

new debt by purchasing senior debt from Bank

of America and Royal Bank of Scotland. We also

increased our exposure to defensive names by

buying bonds from utility company Scottish

and Southern Energy, and Imperial Tobacco. To

fund these purchases, we took profits from

strongly-performing names such as Tesco and

Yorkshire Power.

OOuuttllooookk

The market is likely to remain thin and nervous

amid the instability within the financial sector,

where a lack of confidence is clearly apparent.

The support packages provided so far for

individual financial institutions worldwide

attempt to allay some of these concerns, with

other moves likely. Government markets are

beginning to price in the possibility of interest

rate cuts by central banks. Investment grade

credit spreads are at historically wide levels,

however the unprecedented market conditions

mean careful selection and analysis is necessary

when looking to add risk.

Figures quoted are calculated on a bid to bid

basis over periods to 30 September 2008,

with gross income reinvested.

Sources: Morningstar - www.morningstar.com

and Standard Life Investments. 

Figures are based on units which contain

1.0% AMC. For the relevant charges on your

policy please refer to your policy

documentation.

Note: Past performance is not a guide to

future performance and the value of units can

go down as well as up.

PPeerrffoorrmmaannccee  CCoommmmeennttaarryy

During the third quarter of 2008, the

Corporate Bond Fund returned -0.24%,

comfortably outperforming the peer group

mean return of -3.51% (source: Morningstar).

We maintained our underweight position in

US brokers over the quarter, which boosted

relative returns. In particular, our lack of

exposure to Lehman Brothers and Washington

Mutual was positive as both companies filed

for bankruptcy. Our underweight positions in

AIG and Bradford & Bingley were also positive

for relative performance. On the downside,

the squeeze on the UK consumer affected our

position in Enterprise Inns, while negative

sentiment towards Wachovia impacted our

holdings in the company. However, the

subsequent bidding battle for Wachovia by

Citigroup and Wells Fargo helped this position.

IInnvveessttmmeenntt  MMaarrkkeett  LLiinnee
IIff  yyoouu  wwoouulldd  lliikkee  mmoorree  ddeettaaiillss  oonn  oouurr  ccuurrrreenntt

mmaarrkkeett  vviieewwss  pplleeaassee  ccaallll::

00884455  6600  6600  006622

Standard Life Investments Limited, tel. +44 131 225 2345, a company registered in Scotland (SC 123321) Registered Office 1 George Street Edinburgh EH2 2LL.

The Standard Life Investments group includes Standard Life Investments (Mutual Funds) Limited, SLTM Limited, Standard Life Investments (Corporate Funds) Limited

and SL Capital Partners LLP.  Standard Life Investments Limited acts as Investment Manager for Standard Life Assurance Limited and Standard Life Pension Funds Limited.

Standard Life Investments may record and monitor telephone calls to help improve customer service. All companies are authorised and regulated by the Financial Services Authority. 

©2008 Standard Life Investments. www.standardlifeinvestments.com
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PPeerrffoorrmmaannccee

11  OOcctt  0077-- 11  OOcctt  0066-- 11  OOcctt  0055-- 11  OOcctt  0044-- 11  OOcctt  0033--
3300  SSeepptt  0088 3300  SSeepptt  0077 3300  SSeepptt  0066 3300  SSeepptt  0055 3300  SSeepptt  0044

-2.1% -1.6% 3.4% 9.7% 3.9%

CCuummuullaattiivvee  PPeerrffoorrmmaannccee
11  YYeeaarr 33  YYeeaarrss 55  YYeeaarrss

FFuunndd  RReettuurrnn -2.1% -0.4% 13.4%
MMssttaarr  FFiixxeedd  IInntteerreesstt -5.7% -3.7% 8.9%

FFuunndd  PPeerrffoorrmmaannccee  --  PPrriiccee  IInnddeexxeedd
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