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Investment Objective

The Company’s principal investment objectives are to provide real growth of income, being growth of income

in excess of the rate of inflation, and capital growth as a consequence of the rising income.
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29 February 2012 31August2011 %Change

Netassetvalue(“NAV”)perordinaryshare 206.42p 196.23p 5.2

Shareprice 196.00p 187.75p 4.4

Sharepricediscount 5.0% 4.3%

Shareholders’funds(£’000) 141,789 134,787 5.2

Sharesinissue(’000) 68,688 68,688 –

Six months ended Sixmonthsended

29 February 2012 28February2011 %Change

Net revenuereturnperordinaryshare 3.76p 2.71p 38.7

Dividendspersharedeclaredinrespectoftheperiod 4.00p 3.20p –

Totalreturnperordinaryshare 16.69p 26.63p

NAVtotalreturn* 10.1% 13.0%

FTSEAll-Share Indextotalreturn** 10.3% 16.5%

FTSE 350HigherYieldIndextotalreturn** 9.5% 15.2%

Sharepricetotalreturn* 8.1% 8.4%

*Source:Morningstar(www.morningstar.co.uk).

**Source:ThomsonFinancialDatastream.

PortfolioSectorDistribution

FinancialHighlights

Comparison of Portfolio Sector Distribution with the FTSE All-Share Index
at 29 February 2012
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Comparison of Portfolio Sector Distribution with the FTSE All-Share Index
at 31 August 2011
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Chairman’sStatement
Investment Performance

Duringthesixmonthperiodended29February2012,theCompanyearnednetrevenueof3.76pencepershare,a1.05

pence(38.7%)increaseonthe2.71pencepershareearnedinthesixmonthsended28February2011.

0.61penceofthisrevenueincreasewastheresultoftheincreaseintheincomefromspecialdividends(2012:0.71pence;

2011:0.10pence).ThechangestotheCompany’sinvestmentpolicyasadoptedatthe2010AnnualGeneralMeeting,and

theintroductionofmodestlevelsofgearing,addedtotheunderlyinggrowthinincomefromtheportfolio’sholdingsto

generateanincreaseinnetrevenuefortheperiodwhich,excludingtheincreaseinspecialdividends,grewby0.44pence

(16.2%).

TheCompany’snetassetvalueproducedatotalreturnof10.1%*whichoutperformedtheFTSE350HigherYieldIndex,

whichachievedatotalreturnof9.5%**duringtheperiod,andwasslightlybelowtheFTSEAll-ShareIndex,whichproduced

atotalreturnof10.3%**.

Thesharepricetotalreturnforthesixmonthsunderreviewwas8.1%*.Thesharepricediscounttonetassetvaluewidened

veryslightlyfrom4.3%at31August2011to5.0%at29February2012.

Dividends

TheCompanypaidafirstinterimdividendfortheyearending31August2012of2.00pencepershare(2011:1.60pence

pershare)on31January2012.TheBoardhassincedeclaredthepaymentofasecondinterimdividendforthecurrent

financialyearof2.00pencepershare(2011:1.60pencepershare),whichwillbepaidon30April2012toshareholders

whowereontheregisteratthecloseofbusinesson10April2012.

Theincreaseintherateofthefirstandsecondinterimdividendscomparedtothoseinthepreviousfinancialyearfollowsa

decisionbytheBoardthatthedifferencebetweenthefirstthreeandthefourthinterimdividendsshouldbereduced.While

theBoardremainscommittedtoincreasingthetotalannualdividendlevelovertime,thisincreaseintherateofthefirstand

secondinterimdividendsshouldnotbeconsideredindicativeofanincreaseordecreaseinthetotalannualdividendlevelfor

thecurrentfinancialyear.

Gearing Facility

Duringtheperiod,theCompanyenteredintoa£7millionunsecuredrevolvingcreditfacilitywithScotiabankEuropePLC.As

at29February2012,£4.5millionofthefacilityhadbeendrawnandneteffectivegearing(whichtakesintoaccountcash

heldintheportfolioaswellasborrowings)was2.2%.TheCompany’sgearingpolicyisreviewedregularlybytheBoard.

Share Purchases

TheBoardcontinuedtomonitorthesharepricediscounttonetassetvalueduringtheperiodunderreview.Noshareswere

purchasedforcancellationorholdingintreasuryduringtheperiod.TheDirectorscontinuetoconsidersharebuy-backsas

oneofanumberoftoolsthatmaybeusedtoenhanceshareholdervalue.

Board composition

Inmystatementinthe2011AnnualReport,IreportedthattheBoardhopedtorefreshitscompositionduring2012.We

expecttomakeanappointmentlaterthisyear.

Schroder Income Growth Fund plc
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Outlook

Evenallowingforthefactorsthatboostedincomeduringtheperiodunderreview,itisreassuringtoseethegeneralrisein

dividendsfromtheholdingsintheCompany’sportfolio.Itisareminderthat,difficultasitistoassesswhatisgoingto

happenintheEurozoneandtoglobalgrowth,manyleadingUKcompaniesareperformingwellandhaveafinancialstrength

thatallowslargerdistributionstoshareholders.

Themacro-economicuncertaintyislikelytocontinuebutthepriorityoftheCompanyremainsfindingthosecompaniesthat

cancontinuetoincreasetheirdividendsonasustainablebasis.Moregrowthsuchasthatofthelast18months,helpedby

optionpremiumsandmodestlevelsofgearing,wouldallowyourCompanytocontinuetoincreaseitsdividends.

Sir Paul Judge

Chairman

25April2012

*Source:Morningstar.

**Source:ThomsonFinancialDatastream.
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InvestmentManager’sReview
InthesixmonthstotheendofFebruarytheCompany’snetassetvaluehadatotalreturnof10.1%*.Thiscomparestoa
10.3%**totalreturnfromtheFTSEAll-ShareIndexanda9.5%**totalreturnfromtheFTSE350HigherYieldIndex.

Market Background

AfteraweakSeptember,theUKmarketrecoveredtothelevelsofJune/July.Theimmediatecausehasbeenthe
improvementinsentimentaftertheECB’smajorinjectionoffundsintotheEurozone’sbankingsystems.Forthetimebeing
thishasnotonlymetthestatedgoalofaddingliquiditytoEurope’sfinancialsystembuthasalsoreassuredmarketsabout
EurozonesovereignbondsandabouttheEuro.Thisinitsturnhasallowedstockmarketinvestorstoregainsome
confidenceaboutthefuture,notleastaseconomicdatafromtheUShasbeenrelativelygood.

Thisimprovementinsentimentledtoachangeinthesharesthatperformedwell.Atthestartoftheperiodthemore
defensively-positionedcompaniessuchastelecomsandpharmaceuticalsdidwell,buttheysubsequentlylaggedthemarket
recoverythatwasledbycyclicalsharessuchasfinancials.Theportfolio’sconcentrationinwell-financedandhigher-yielding
companieshasgivenitabiastowardstheformer,andthiswasreflectedinbetterrelativeperformanceduringtheearly
weaknessofthemarket.Thisrelativeperformancereversedintherecovery.Inaggregatetheperformanceoverthesix
monthswasbroadlyinlinewiththemainrelevantindiceswithindividualstockselection(egImperialTobaccoandLegal&
General)offsettingasectorstancethatwasalwaysunlikelytooutperformastronglyrisingindex.

OtherholdingsthatdidwellovertheperiodwereTate&LyleandBT,whilethedisappointmentsincludedRSAandKPN.
PurchaseswereprimarilynewholdingsincyclicalcompaniessuchaseasyJet,SmithsGroup,DailyMailandYuleCatto.
Thesewerefundedfromtrimmingsomeofthemoredefensiveholdingsthathadperformedwellintheuncertaintyofrecent
years,suchasBT,ImperialTobaccoandUnilever.

Theotherfeatureinthisperiodwasa35%increaseintheportfolio’sincomebeforeexpenses.Thisincludedspecial
dividendspaidbyVodafone,easyJetandAdmiral,totalling£488,000,whichcomparedtoatotalof£68,000ofspecial
dividendsreceivedduringthefirsthalfof2011.Atthesametime,thecontinuedwritingofcoveredcalloptionsandthefirst
deploymentofasmallamountofbankborrowingalsoboostedincome.Whiletheresultingincreaseintotalincome
overstatestheportfolio’syieldonarecurringbasis,therewascontinuingevidenceofmostholdings’willingnessandabilityto
payhigherdividends.Excludingthespecialdividendsandthecallpremiums,investmentincomewas8%higherthaninthe
sameperiodlastyear.Thecallpremiumsearnedduringtheperiodwere£189,000,6%oftotalrevenue.

Outlook

Foralloftheglobaluncertaintyandvolatilityinsharepricesoverthelast12months,theUKstockmarketandthe
Company’snetassetstodayareaboutthesamelevelasayearago.Theportfoliohasgraduallyincreaseditspotentialto
generatehigherincomeinamorediversifiedfashionthroughanincreaseinthenumberofholdings(includingasmall
numberofoverseasstocks),bywritingcalloptionswhereappropriate,andmorerecentlybyusingbankdebttoadd
holdingswherethedividendyieldisabovetheinterestcost(evenifitislowerthantheportfolioaverage).

Thechallengesarewell-known.TheECB’sinjectionsofliquidityareunlikelytobealong-termsolutiontotheEurozone’s
(andinparticularGreece’s)debtproblems,whileglobalgrowthisfragileandcouldgointoreverseif(amongotherthings)oil
pricescontinuetorise.Thoughweareconsciousthattheoutlookremainsuncertainourcentralviewisformodestglobal
growth.Interestratesaresettoremainlowforanextendedperiodandthereispotentialforfurtherquantitativeeasinginthe
USandtheUKshouldthegrowthoutlookdeteriorate.

Whilstweexpectcontinuedvolatilityinmarketsastheattractionsofalowvaluationandabundantliquiditycompetewiththis
uncertaineconomicenvironment,webelievethelong-termvaluationattractionsofUKequitiesareconsiderable.We
continuetofocusoncompanieswithsolidbalancesheets,attractivedividendyieldsandinternationallydiversifiedearnings.

Schroder Investment Management Limited

25April2012

*Source:Morningstar.

**Source:ThomsonFinancialDatastream.



PrincipalRisksandUncertainties
TheprincipalrisksanduncertaintiesassociatedwiththeCompany’sbusinessfallintothefollowingcategories:financialrisk;

strategicrisk;andaccounting,legalandregulatoryrisk.Adetailedexplanationoftherisksanduncertaintiesineachofthese

categoriescanbefoundonpage11oftheCompany’spublishedAnnualReportandAccountsfortheyearended

31 August2011.Theserisksanduncertaintieshavenotmateriallychangedduringthesixmonthsended29 February2012.

GoingConcern
TheDirectorsbelieve,havingconsideredtheCompany’sinvestmentobjectives,riskmanagementpolicies,capital

managementpoliciesandprocedures, the natureoftheportfolioandexpenditureprojections, thattheCompanyhas

adequateresources,anappropriatefinancialstructureandsuitablemanagementarrangementsinplacetocontinuein

operationalexistencefortheforeseeablefuture.Forthesereasons,theyconsiderthereisreasonableevidencetocontinue

toadoptthegoingconcernbasisinpreparingtheaccounts.

RelatedPartyTransactions
Detailsofrelatedpartytransactionscanbefoundonpage 37 oftheCompany’spublishedAnnualReportandAccountsfor

theyearended31August2011.There havebeennomaterialtransactionswiththeCompany’srelatedpartiesduringthe

six monthsended29February2012.

Directors’ResponsibilityStatement
TheDirectorsconfirmthat,tothebestoftheirknowledge,thissetofcondensedfinancialstatementshasbeenpreparedin

accordancewithUnitedKingdomGenerallyAcceptedAccountingPractice(UKGAAP)andwiththeStatementof

RecommendedPractice:FinancialStatementsofInvestmentCompaniesandVentureCapitalTrusts(SORP)issuedin

January2009andtheInterimManagementReportassetoutaboveincludesafairreviewoftheinformationrequiredby

4.2.7Rand4.2.8RoftheFSA’sDisclosureandTransparencyRules.

InterimManagementReport
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As at 29 February 2012

Market

Value of % of

Holding Shareholders’

Company and Activity £’000 Funds

Vodafone 11,204 7.90

Globalmobiletelephoneprovider

Royal Dutch Shell ‘B’ 9,833 6.93

Integratedoilcompany

British American Tobacco 9,607 6.78

Internationalcigarettecompany

GlaxoSmithKline 7,317 5.16

Globalpharmaceuticalcompany

BP 6,617 4.67

Integratedoilcompany

Imperial Tobacco Group 5,909 4.17

Internationalcigarettecompany

Legal & General 5,808 4.10

UKfinancialservicesgroup

AstraZeneca 5,666 4.00

Globalpharmaceuticalcompany

HSBC 5,617 3.96

Bankingandfinancialservicesgroup

Unilever 5,544 3.91

Internationalconsumerproductsgroup

Total 73,122 51.58

At31August2011,thetenlargestinvestmentsrepresented 50.76%ofshareholders’funds.

Tenlargestinvestments



(Unaudited) (Unaudited) (Audited)

For the six months Forthesixmonths Fortheyear

ended 29 February 2012 ended28February2011 ended31August2011

Revenue Capital Total Revenue Capital Total Revenue Capital Total

Note £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Gainsoninvestments

heldatfairvalue – 9,376 9,376 – 16,754 16,754 – 5,346 5,346

Movementonwritten

options – (187) (187) – – – – – –

Currency(losses)/gains – – – – (7) (7) – 14 14

Income 2 3,041 26 3,067 2,252 – 2,252 6,894 – 6,894

Investment

managementfee 3 (287) (287) (574) (254) (254) (508) (555) (555) (1,110)

Performancefee 3 – (38) (38) – (64) (64) – (120) (120)

Administrative

expenses (153) – (153) (135) – (135) (247) – (247)

Net return before 

finance costs and 

taxation 2,601 8,889 11,490 1,863 16,429 18,292 6,092 4,685 10,777

Interestpayableand

similarcharges (4) (4) (8) – – – – – –

Net return on ordinary 

activities before taxation 2,597 8,885 11,482 1,863 16,429 18,292 6,092 4,685 10,777

Taxationonordinary

activities (15) – (15) – – – (27) – (27)

Net return attributable

to equity shareholders 2,582 8,885 11,467 1,863 16,429 18,292 6,065 4,685 10,750

Net return per 

ordinary share 4 3.76p 12.93p 16.69p 2.71p 23.92p 26.63p 8.83p 6.82p 15.65p

TheTotalcolumnofthisstatementistheprofitandlossaccountoftheCompany.TheRevenueandCapitalcolumnsare

bothprovidedinaccordancewithguidanceissuedbyTheAssociationofInvestmentCompanies.TheCompanyhasno

recognisedgainsorlossesotherthanthosedisclosedintheIncomeStatementandtheReconciliationofMovementsin

Shareholders’Funds.AccordinglynoStatementofTotalRecognisedGainsandLossesispresented.

AllRevenueandCapitalitemsintheabovestatementderivefromcontinuingoperations. Nooperationswereacquiredor

discontinuedintheperiod.

Thenotesonpage 12 formanintegralpartoftheseaccounts.
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For the six months ended 29 February 2012 (Unaudited)

Called-up Capital Share Share Warrant

share redemption premium purchase exercise Capital Revenue

capital reserve account reserve reserve reserve reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balanceat1September2011 6,869 2,011 7,404 34,936 1,596 76,413 5,558 134,787

Netreturnfromordinaryactivities – – – – – 8,885 2,582 11,467

Ordinarydividendspaid – – – – – – (4,465) (4,465)

At 29 February 2012 6,869 2,011 7,404 34,936 1,596 85,298 3,675 141,789

Forthesixmonthsended28February2011(Unaudited)

Called-up Capital Share Share Warrant

share redemption premium purchase exercise Capital Revenue

capital reserve account reserve reserve reserve reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balanceat1September2010 6,869 2,011 7,404 34,936 1,596 71,728 5,744 130,288

Netreturnfromordinaryactivities – – – – – 16,429 1,863 18,292

Ordinarydividendspaid – – – – – – (4,053) (4,053)

At28February2011 6,869 2,011 7,404 34,936 1,596 88,157 3,554 144,527

Fortheyearended31August2011(Audited)

Called-up Capital Share Share Warrant

share redemption premium purchase exercise Capital Revenue

capital reserve account reserve reserve reserve reserve* Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balanceat1September2010 6,869 2,011 7,404 34,936 1,596 71,728 5,744 130,288

Netreturnfromordinaryactivities – – – – – 4,685 6,065 10,750

Ordinarydividendspaid – – – – – – (6,251) (6,251)

At31August2011 6,869 2,011 7,404 34,936 1,596 76,413 5,558 134,787

*TherevenuereserverepresentstheamountoftheCompany’sreservesdistributablebywayofdividend.

Thenotesonpage 12 formanintegralpartoftheseaccounts.
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(Unaudited) (Unaudited) (Audited)

At 29 February At28February At31August

2012 2011 2011

Note £’000 £’000 £’000

Fixed assets

Investmentsheldatfairvalue

throughprofitorloss 144,633 143,797 132,913

144,633 143,797 132,913

Current assets

Debtors 819 582 1,015

Cashatbankandshort-termdeposits 1,384 482 1,314

2,203 1,064 2,329

Current liabilities

Creditors–amountsfallingduewithinoneyear 6 (4,846) (334) (445)

Fairvalueofopenderivativecontracts

investmentliabilities (201) – (10)

(5,047) (334) (455)

Net current (liabilities)/assets (2,844) 730 1,874

Net assets 141,789 144,527 134,787

Capital and reserves

Called-upsharecapital 6,869 6,869 6,869

Capitalredemptionreserve 2,011 2,011 2,011

Sharepremiumaccount 7,404 7,404 7,404

Sharepurchasereserve 34,936 34,936 34,936

Warrantexercisereserve 1,596 1,596 1,596

Capitalreserve 85,298 88,157 76,413

Revenuereserve 3,675 3,554 5,558

Equity shareholders’ funds 141,789 144,527 134,787

Net asset value per ordinary share 7 206.42p 210.41p 196.23p

Thenotesonpage 12 formanintegralpartoftheseaccounts.
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(Unaudited) (Unaudited) (Audited)

For the six Forthesix Forthe

months ended monthsended yearended

29 February 2012 28February2011 31August2011

£’000 £’000 £’000

Netcashinflowfromoperatingactivities 2,388 1,831 5,418

Taxationpaid (7) – (55)

Netcash(outflow)/inflowfrominvestmentactivities (2,346) 1,642 1,119

Equitydividendspaid (4,465) (4,053) (6,251)

Netcashinflowfromfinancing 4,500 – –

Netcashinflow/(outflow) 70 (580) 231

Reconciliation of net cash flow to movement in net funds

Netcashinflow/(outflow) 70 (580) 231

Netfundsat1September 1,314 1,069 1,069

Currency(losses)/gains – (7) 14

Netfundsatperiodend 1,384 482 1,314

Thenotesonpage 12 formanintegralpartoftheseaccounts.

CashFlowStatement





NotestotheAccounts

12

Schroder Income Growth Fund plc

1.Accounting policies
Thefinancialinformationforeachofthesixmonthperiodsended29February2012and28February2011comprisesnon-statutoryaccounts

withinthemeaningofsections434–436oftheCompaniesAct2006.Thefinancialinformationfortheyearended31August2011hasbeen

extractedfrompublishedaccountsthathavebeendeliveredtotheRegistrarofCompaniesandonwhichthereportoftheauditorswas

unqualified,didnotdrawattentiontoanymattersbywayofemphasisanddidnotcontainastatementundersection498(2)or(3)ofthe

CompaniesAct2006.

TheCompany’saccountingpolicieshavenotvariedfromthosedescribedintheReportandAccountsfortheyearended31August2011.

2.Income
(Unaudited) (Unaudited) (Audited)

For the six Forthesix Forthe

months ended monthsended yearended

29 February 2012 28February2011 31August2011

£’000 £’000 £’000

Incomefrominvestments:

UKfrankeddividendincome 2,234 2,181 6,296

UKfrankedSpecialdividendincome 488 68 127

Overseasdividendincome 127 – 363

2,849 2,249 6,786

Optionpremiumincome 189 – 101

Interestondeposits 3 3 7

3,041 2,252 6,894

Capital:

Specialdividendsallocatedtocapital 26 – –

3,067 2,252 6,894

3. Investmentmanagementfeesandinterestpayable
Theinvestmentmanagementfeeisapportioned50%torevenueand50%tocapital;theperformancefeeisapportioned100%capital.

4.Returnperordinaryshare
(Unaudited) (Unaudited) (Audited)

For the six Forthesix Forthe

months ended monthsended yearended

29 February 2012 28February2011 31August2011

Revenue(£’000) 2,582 1,863 6,065

Capital(£’000) 8,885 16,429 4,685

Total(£’000) 11,467 18,292 10,750

Weightedaveragenumberofordinarysharesinissue 68,688,343 68,688,343 68,688,343

Revenue 3.76p 2.71p 8.83p

Capital 12.93p 23.92p 6.82p

Total 16.69p 26.63p 15.65p

5.Dividends
Thesecondinterimdividendof2.00penceperOrdinaryshare fortheyearending31 August2012 willbepaidon30April2012toshareholders

ontheregisterat10April2012.A firstinterimdividendof2.00penceperOrdinary sharewaspaidon31January2012.Intotal, dividendsof

4.00pencepersharehavebeendeclaredforthe yearending31 August2012.

6.Creditors: amountsfallingduewithinoneyear
TheCompanyhasa £7millionrevolving creditfacility withScotiabankEuropePLC (unsecured),ofwhich£4.5million(31August2011:nil)was

drawnattheperiodend.Thisamountisincludedwithincreditorsof£4.8million.

7.Netassetvalueperordinaryshare
(Unaudited) (Unaudited) (Audited)

29 February 2012 28February2011 31August2011

Netassetsattributabletoordinaryshareholders(£’000) 141,789 144,527 134,787

Ordinarysharesinissueatendofperiod 68,688,343 68,688,343 68,688,343

Netassetvalueperordinaryshare 206.42p 210.41p 196.23p



The Company

Schroder Income Growth Fund plc was established in March 1995 and is an independent investment trust whose ordinary

shares are listed on the London Stock Exchange. As at 25 April 2012, the Company had 68,688,343 ordinary shares of 10p

each in issue. The Company is administered by Schroders, which also manages its assets.

It is not intended that the Company should have a limited life, but the Directors consider it desirable that shareholders should

have the opportunity to review the future of the Company at appropriate intervals. Accordingly, the Articles of Association of

the Company contain provisions requiring the Directors to put forward a proposal for the continuation of the Company to

shareholders at five yearly intervals. The next proposal will be put forward at the Annual General Meeting in 2015.

Website and Share Price Information

The Company has a dedicated website, which may be found at www.schroderincomegrowthfund.com. The website has

been designed to be utilised as the Company’s primary method of electronic communication with shareholders. It contains

details of the Company’s share price (subject to a delay of 15 minutes) and copies of Report and Accounts and other

documents published by the Company as well as information on the Directors, Terms of Reference of Committees and other

governance arrangements. In addition, the site contains links to announcements made by the Company to the market,

Equiniti’s shareview service and Schroders’ website. There is also a section entitled “How to Invest” which provides details

of the Schroder ISA.

The Company releases its net asset value on both a cum and ex income basis to the market daily.

Share price information may also be found in the Financial Times and on Schroders’ website at www.schroders.co.uk/its. 

 Registrar Services

Communications with shareholders are mailed to the address held on the register. Any notifications and enquiries relating to

shareholdings, including a change of address or other amendment should be directed to Equiniti Limited at Aspect House,

Spencer Road, Lancing, West Sussex BN99 6DA. The helpline telephone number of Equiniti Registrars is 0800 032 0641.

Calls to this number are free of charge from UK landlines. Other telephone providers’ costs may vary.

Equiniti maintains a web-based enquiry service for shareholders. Currently the “Shareview” site (address below) contains

information available on public registers. Shareholders will be invited to enter their name, shareholder reference (account

number) and postcode and will be able to view information on their own holding. Visit www.shareview.co.uk for more details.

Association of Investment Companies

The Company is a member of the Association of Investment Companies. Further information on this association can be

found on its website: www.theaic.co.uk.

Company Summary

Schroder Income Growth Fund plc
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