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SWIP Branded 
"Dog With Fleas"
Again Scottish Widows has been branded the worst of the worst by broker Bestinvest. 

SWIP has topped the 'Spot the Dog' league table, in which Bestinvest names and 

shames the most poorly performing actively managed funds, since July 2003.

SWIP has claimed that improvements to its research processes and UK and European Equity teams had 

boosted performance but "not across all allocated funds to the same extent." They also said that  "We 

will not allow disappointment in short-term performance figures to affect our investment discipline."  

But Bestinvest, who branded those leading 

the pack in under-performers as "dogs with 

fleas", said that "Market Conditions have 

continued to offer some reprieve to fund 

managers.  However, this leaves many of the 

funds included in our guide with nowhere to 

hide; the managers must accept they have 

consistently failed to deliver through their 

own failings."

But we know that SWIP are past masters at finding 

excuses for their under-performance.  In fact, if SWIP 

was as good at share picking as it was at finding 

excuses for its under-performance the No 1 Fund 

would be massively in surplus.  Over the past 5 years 

the cumulative annualised return for the No 1 Fund 

fell by 1.2% compared to the fund benchmark which 

fell by just 0.2%, (See Table 2 on page 4 of this Newsletter).  SWIP has only managed to outperform 

the agreed benchmark on one occasion since 1997. However, in that time period SWIP has 

charged the No 1 Fund just over £21 million in management fees and expenses, (See Table 3).

Diversification Now
Members will be aware that the Pension Fund Trustees have begun to act on SWIP's serial under-

performance and agreed to move 13% of the SWIP investment portfolio, just over £1 billion, to a number 

Table 1:  'Dog Row'

Group Funds 'Dogs' %
 £bn £bn

Scot Wids/SWIP 11.08 1.55 14

New Star 3.16 1.22 39

Henderson 6.03 1.18 20

Fidelity 14.85 0.95 6

Prudential / M&G 8.84 0.94 11

Insight 3.07 0.67 22

The fund must have underperformed its benchmark in each of the last three 

years, 

AND

The fund must have underperformed its benchmark by at least 10% over the 

past three years cumulatively (this weeds out tracker funds).
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of specialist managers to see how they perform against an agreed 

benchmark and then to compare that to the performance of SWIP 

over the same period, (See Tables 4 and 5).  Notwithstanding that 

exercise, the Trustees, whose sole responsibility is to maximise 

financial returns, should be moving more of the fund away 

from SWIP now.  For the Trustees to give SWIP more time, given 

their performance to date, could put them in breach of their 

fiduciary duty to act in the best interest of the beneficiaries of 

the funds.

LTU's Freedom of 
Information Request 
Denied
Members will recall that back in September we wrote to the Bank 

asking them to provide us with details about the Pension Funds, 

their performance over the last three years and details of the 

contractual relationship between the Pensions Funds and SWIP.  

The list of questions which we sent the Bank is set out opposite.  

Since then the only information we have received from the Bank 

is the Statement of Investment Principles for the No 1 and No 

2 Funds and the management fees charged by SWIP in the last 

three years.  Those documents will be posted on the LTU website 

at www.ltu.co.uk shortly.  In the meantime, if you would like a 

copy of the investment principles then you can contact Janet 

Gilkison at 24hours@ltu.co.uk.

Apart from the Statement of Investment Principles, which 

they are legally obliged to provide, and the management 

fees charged by SWIP, the Bank has so far refused to provide 

any of the detailed information we have requested on the 

performance of the pensions funds, the performance of SWIP, 

or details of the contractual relationship between SWIP and 

the Bank.  What have they got to hide?  Staff should have 

access to the information on the performance of the Pension 

Funds as a matter of course.

The Bank has said that a decision to provide the information 

we have requested can only be made by the Trustees but 

they met in November and the Bank failed to put our 

request to them for discussion despite saying they would.  



Equally, some of the questions we have asked are directed at the Bank specifically, and 

they still haven't been answered yet.  We will be formally asking that our request for 

information on the performance of the Pension 

Funds is put to the Trustees at their meeting 

in March.  It goes without saying that any 

information we get from the Bank in response 

to our questions will be posted  on the LTU 

website at www.ltu.co.uk.   

LTU's Pension 
Claim

LTU's continuing claim to harmonise and improve 

pension benefits includes the following:

•    Spouse's pension to be harmonised on 

the TSB basis of 2/3rds of the member's 

pension, both for death in service and 

retirement.

•    State pension clawback to be removed 

from the Lloyds scheme with pensions in 

payment to be increased to the level at which 

they would have been paid had clawback not 

previously applied.

•    Definition of 'pensionable salary' to include 

bonuses and other taxable benefits.

•    Minimum Annual Increases of 3%.

Because both the Pension Funds are underfunded, 

we have to be realistic about achieving any of our 

claim fully in the short term.  However, the Bank's 

contributions in 2003 and 2004, the movement of fund 

assets away from SWIP and a more benign investment 

environment could herald a period of strong growth for 

the Pension Funds and our claim will then become much 

more financially viable.

Mark V Brown
Assistant General Secretary


