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Henderson UK Smaller Companies Fund

Short Report

For the six months ended 31 December 2013

Fund Manager

Neil Hermon

Investment objective and policy

To aim to provide capital growth by investing
primarily in United Kingdom Smaller Companies.

Risk and reward profile

The Fund currently has 3 share classes in issue;

A accumulation, | accumulation and Z accumulation.
Each share class has the same risk and reward
profile which is as follows:

Typically Lower potential
risk/reward

Typically Higher potential
risk/reward

< »
<

Lower Risk Higher Risk

1 2 3 4 5 6 7

The synthetic risk and reward indicator (SRRI)

is calculated based on historical volatility over a
rolling b year period, it is reviewed monthly and
updated if volatility has changed materially to
cause a movement in the SRRI level. The SRRl is
an indicator and may not accurately reflect future
volatility and market conditions.

The value of an investment in the Fund can go up or
down. When you sell your shares, they may be worth
less than you paid for them. The risk/reward rating
above is based on medium-term volatility. In the
future, the Fund's actual volatility could be higher or
lower and its rated risk/reward level could change.

The lowest category does not mean risk free.
The Fund's risk level reflects the following:

= As a category, shares are more volatile than either
bonds or money market instruments

= The Fund focuses on a single country

= Fluctuations in exchange rates may cause the
value of your investment to rise or fall

The rating does not reflect the possible effects of
unusual market conditions or large unpredictable
events which could amplify everyday risk and trigger
other risks such as:

Counterparty risk The Fund could lose money if
an entity with which it interacts becomes unwilling or
unable to meet its obligations to the Fund.

Derivatives risk Certain derivatives could behave
unexpectedly or could expose the Fund to losses
that are significantly greater than the cost of the
derivative.

Focus risk The Fund’s value may fall where it
has concentrated exposure to an issuer or type of
security that is heavily affected by an adverse event.

Liquidity risk Certain securities could become
hard to value or sell at a desired time and price.

Management risk Investment management
techniques that have worked well in normal market
conditions could prove ineffective or detrimental at
other times.

The full list of the Fund's risks are contained in the
“Risk Factors” section of the Fund’s prospectus.

Fund Manager’s commentary

The equity market rose over the six months to

31 December 2013. Positive sentiment was driven
by a temporary solution to the US government
debt impasse and agreement on the fiscal budget.
The Federal Reserve’s move to taper its bond-
purchase programme at a measured pace also
boosted investors’ confidence. Additionally, the
economic news remained positive, particularly in
the UK. The FTSE-AIl Share Index rose 11.3%
with mid and small caps outperforming. The Numis
Smaller Companies ex-Investment Companies Index
returned 21.0%.

The Fund outperformed the benchmark over the
period, rising by 21.1%. Positive contributors

to performance included Clinigen (speciality
pharmaceutical products and services), which
rose 100.9% as the company produced strong
financial results and made two acquisitions
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that will supplement strong organic growth.

Oxford Instruments (high-tech instrumentation
equipment) rose 47.1% after the firm highlighted

an improvement in trading conditions and made

a well-received bid for Andor Technology. Atkins
(international engineering consulting) rose 44.8%,
reflecting investors’ growing confidence on a return
to growth. As the UK housing market made a strong
recovery and house prices started to rise, Grainger
(residential property investment) rose 42.0%.

Negative contributors included Perform
(commerecialisation of sports rights), which fell
55.9% after it produced a severe profit warning,
citing cost overruns and weakness in advertising
sales. Meanwhile, Anite (telecom testing software)
fell 26.4% after issuing a profit warning that
pointed to a slowdown in spending by a number of
customers involved in major corporate activity.

Over the period, notable additions to our portfolio
included Safestyle (a UK windows installer). We
believe that the company is well placed to see
strong growth in revenues as the UK housing
market recovers. We also initiated a position in
Vectura (speciality pharmaceuticals). The recent
approval of generic Advair in certain European
territories highlights the attractiveness of the firm's
drug pipeline. Another new position was in Qinetiq
(UK and US defence services); its valuation looks
attractive and the shape of its portfolio is improving.
We started a position in UTV Media (UK and Irish TV
and radio broadcaster), which looks set for strong
growth in revenues as the UK and Irish economies

recover. As we think that UK consumer spending is
recovering, we took a new position in N Brown (mail
order and internet clothing retail); the firm's new
management team should be able to drive growth by
refocusing the business. Go-Ahead (a UK bus and
rail operator) was a further addition; the company
looks undervalued and should show good growth

in the medium term, aided by potential rail contract
wins.

To fund these purchases, we sold our position in
Premier Farnell (electronic-component distribution)
as we feel the company is operating in a highly
competitive environment and is having to discount
to grow sales. We also sold our position in Carphone
Warehouse (mobile phone retail) because we

feel that it faces fierce competition and we are
concerned that it will be dis-intermediated by the
telecom networks in the longer term. We sold out of
Moneysupermarket.com (online price comparisons)
because we have concerns over recent
management share disposals and a slowdown in
sales.

Although the global economy remains fragile, there
are encouraging signs, particularly in the UK that
things are improving. Companies are in good health
with strong balance sheets and growing dividends,
and mergers and acquisitions continue to be a
feature of the market. Over the medium term, in an
improving economic environment, we would expect
strong performances from equity markets, especially
given the relative attractiveness of equities over
bonds.
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Performance summary

30 Jun 13- 30 Jun 12- 30 Jun 11- 30 Jun 10- 30 Jun 09-
31 Dec 13 31 Dec 12 31 Dec 11 31 Dec 10 31 Dec 09

% % % % %
Henderson UK Smaller Companies Fund 21.1 171 (13.6) 329 25.5
Numis Smaller Companies 210 165 (14.0) 970 265

(ex Investment Trusts) Index

Source: Morningstar - mid to mid (excluding initial charges) with net revenue reinvested for a basic rate taxpayer.
Figures in brackets are negative.

Please remember that past performance is not a guide to future performance. The value of an investment and the revenue
from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally
invested.

Summary of Fund performance

Net asset value* Net asset value* Net asset value
3112113 30/06/13 % change

Share class p p
Class A accumulation 508.46 419.64 21.17
Class | accumulation 573.42 471.20 21.69
Class Z accumulation 382.26 312.89 2217

*The net asset value is calculated as at close of business on the last business day of the accounting period. The investments
are valued at fair value which is generally deemed to be the bid market price.

Accounting dates Payment dates

30 June, 31 December 31 August
Ongoing charge figure

311213 30/06/13

% %

Class A 1.71* 1.76

Class | 0.85** 0.87

Class Z 0.07** 0.08

The ongoing charge figure (OCF) of the Fund, calculated as the ratio of the total ongoing charges to the average net asset
value for twelve months.

The OCF is calculated in accordance with guidelines issued by the Committee of European Securities Regulators (CESR).

From 10 August 2013, the General Administration Charge (GAC) decreased:
* from 0.24% to 0.18%.

**from 0.10% to 0.075%.

*** from 0.06% to 0.045%.

N
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Performance record

Net revenue Highest price Lowest price
Calendar year (pence per share) (pence per share) (pence per share)
Class X accumulation
2009 1.89 214.60 126.00
2010** - 212.00 205.80
Class A accumulation
2009 290 223.80 131.00
2010 2.69 298.00 209.10
2011 2.10 326.90 250.70
2012 3.18 367.60 273.50
2013 2.57 508.56+ 367.00+
Class | accumulation
2009 4.36 243.00 141.70
2010 5.60 327.10 2927.70
2011 5.33 360.50 277.10
2012 7.90 410.90 302.90
2013 458 57363+ 410.30+
Class Z accumulation
2009 384 1566.90 91.02
2010 4.41 213.10 147.30
2011 497 235.80 181.60
2012 6.72 271.70 198.80
2013 6.88 382.34+ 271.40+
+ to 31 December 2013
** Class X merged with Class A on 11 January 2010
Henderson UK Smaller Companies Fund 5



Major holdings

Major holdings

as at 3112113 % as at 30/06/13 %
Bellway 2.80 Taylor Wimpey 2.90
Taylor Wimpey 2.65 Bellway 2.74
Spectris 2.60 Informa 2.63
Informa 2.35 Ashtead 269
Paragon 221 Spectris 246
Ashtead 221 Paragon 2.20
Interserve 212 Intermediate Capital 2.18
Atkins 2.09 Interserve 2.14
Senior 2.02 Atkins 2.10
E2V Technologies 2.00 Senior 2.09

Asset allocation

Asset allocation

as at 31112113 % as at 30/06/13 %
Industrials 38.03 Industrials 38.54
Consumer services 17.86 Consumer services 19.67
Financials 14.06 Financials 14.59
Technology 8.56 Technology 8.07
Consumer goods 566 Consumer goods 5.81
Oil & gas 514 Oil & gas 5.31
Health care 4.62 Basic materials 3.78
Basic materials 4.06 Health care 3.73
Net other assets 2.1 Net other assets 0.60
Total 100.00 Total 100.00

Past performance is not a guide to future performance.
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Report and accounts

This document is a short report of the Henderson
UK Smaller Companies Fund for the six months
ended 31 December 2013.

Copies of the annual and half yearly long form
report and financial statements of this Fund are
available on our website www.henderson.com or
contact client services on the telephone number
provided.

Other information

The information in this report is designed to enable

you to make an informed judgement on the activities

of the Fund during the period it covers and the
results of those activities at the end of the period.

Issued by:

Henderson Investment Funds Limited

Registered office:

201 Bishopsgate,

London EC2M 3AE

Member of the IMA and authorised and regulated
by the Financial Conduct Authority.

Registered in England No 2678531

Risk warning

Please remember that past performance is not

a guide to future performance. The value of an
investment and the revenue from it can fall as
well as rise as a result of market and currency
fluctuations and you may not get back the amount
originally invested.

Depositary

National Westminster Bank Plc
135 Bishopsgate

London EC2M 3UR

Auditor
PricewaterhouseCoopers LLP
141 Bothwell Street

Glasgow

G2 7EQ

Henderson UK Smaller Companies Fund



¥110/0.8900H

'SI0}SOAU| [eQO|E) UOSIBPUSH AQ PaINos si ejep |[e ‘Pajels asImIBU}0 Ssajun

AVE 4oy

'se0Ines pue sjonpoud juswisaaul spinoid o} Alioyiny 1onpuo)) [eroueul auyy Aq pajeinbai pue pasuoyine are (3ye INgD3 uopuoT ‘srebsdoysig | g 1e so1j40 palslsiBal ypm ssfep pue
pue|bu3 ul paislsiBai pue pajelodioour yoes) ((0£080G | ou ‘Bal) paliwi JuswisaAul slowpes) (9799097 ou "Bai) pajiwi sisuped Alinb3 uosiepusH (4G 4596 ‘ou "Bau) papiwi Josinpy
1USW]SBAU| SAITBUIS]|Y UOSISpUSH (#GEGE/ | ou “Bal) payiwi Juswabeuey Juswissau| uosiepusH (| £68.49g ‘ou "Bau) psjiwi spun4 juswisaAu| uosispusH (g | | 409 "ou ‘Bal) papwi
1uswabeue)y pung uosiepusH (GGE906 "OU "Bal) pailwI SI0}SSAU [BGO|) UOSISPUSH UDIYM JOpUN SUWBU S} S| SI0}SSAU| [BQO|5) UOSISPUSH 'SI0}SaAU| [BO|5) UOSIspusH AQ Y syl Ul panss|

‘wodruosiepuay@poddns

|IBWS 10 ZE8 3E8 0080 U0 Wes | s8dlAIag jusl|) Ino |jed ases|d suoisenb Aue
aney noA §| ueBeuepy JuawsaAU| Sy} WO paurelqo aq ued spouad snoirald pue
SIY} 104 puny 8y} 40 SoUBWIOSd PUB SBI}IAIROE B} INOGE UOIFBWLIOMUL JOYHN]
¢suonsanb Auy

'SeJIBYS JO Joquinu
oyendoidde sy} Jejus pue pjoy noA puny ayy 109jas Aldwig "NUSN S|O0| SY} WO}
SUOITEN[EA, SSSO0B UBY} PUB J0}SOAU| [BUOSISY, 199]9G "WOIUOSIOPUSY MMM O} UO
BuiBBoj Ag swiy Aue Je pung sajuedwo)) Jo|jews Yn UOSISOPUSH JNOA SnjeA Ued NOA
suoljen|ea auljuQ

'SSaIppe mau anoA 0} Juss

9q ||IM 82UspU0dSa1I02 BINYNY [[B 8INSUS [|IM M S}EP Jey} 92UIS SN UYHIm SSaippe
0 abueyd e pawlIU0d dABY NOA §| '€ | 0g Joquiads( | g 4o a1ep Buiunoode sy} uo
|1} Uo pjay ssaippe ay} 0} Bulrew podau siy} puas o} sn salinbau uoieinBas 4
sjuawaiinbai Aioje|nbal - ssaippe jo sabuey)

uonewou] yuepodwy

/

3V¢ INZD3 uopuo ‘ajebsdoysig LOT
:ssaippe 3d1O pPesH

Wo2"uosIapudYy Mmmm
C€8 ¢€8 0080 SIIIMIDS U3l

sn }0eUO0)




