
BlackRock UK Absolute Alpha Fund - Class P

Performance to 30 November 2011

UNIT TRUSTS

ISA Fund

Fund Data

Fund Manager Mark Lyttleton/Nick Osborne

Launch Date of Fund 29.04.2005

Launch Date of Class P GBP 31.03.2006

Benchmark -

IMA Sector Absolute Return

Total Fund Size (m) £1,276.6

Yield (%) 0

Distribution Date 28.02

Ex-Distribution Date 30.06

Minimum Investment £500 lump sum; £50 monthly

Codes

Sedol B11V7T6

GB00B11V7T69ISIN

MLUKAAP LNBloomberg Equity Ticker

Dealing & Prices

Trading Frequency Daily, forward pricing basis

Dealing Information

Valuation Frequency Daily

Settlement Trade date + 4 days

Fees %

Initial Charge (P Units) 5

Annual Management Fee (P Units) 1.5

Performance Fee (P Units)* 20.0

Performance Fee Hurdle Rate (P Units) 0.81

12 Months High/Low Offer (p)

Fund 133.50/122.80

Awards & Ratings

AAS&P Fund Management Rating

OBSR A
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Summary of Investment Objective

BlackRock UK Absolute Alpha Fund seeks to achieve a
positive absolute return for investors and, as such, the
Fund will not be managed against any UK equity index.
The Fund invests primarily in a portfolio of equities and
equity-related securities (including derivatives) of
companies incorporated or listed in the UK, although
from time to time cash and near cash may be held. The
Fund may also invest in other transferable securities,
permitted money market instruments, permitted
deposits and units in collective investment schemes.
In order to achieve the investment objective and policy
the Fund will invest in a variety of investment strategies
and instruments. It intends to take full advantage of the
ability to invest in derivatives providing both long and
synthetic short positions principally through the use of
contracts for difference.
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10 Largest Holdings

%

Justice Holdings 2.9

APR Energy 2.0

BG Group 2.0

Imperial Tobacco 1.9

Compass Group 1.7

LXB Retail Properties 1.7

Wolseley 1.6

Capital & Counties Properties 1.5

Hansteen Holdings 1.5

3i Group 1.4

Total 18.2

The above table will only show performance for complete 12 month performance periods.

The latest performance data is available on our website – www.blackrock.co.uk. Performance is based on bid
(selling) to bid prices, with net income reinvested. Quartile is the ranking achieved in the relevant Standard &
Poor’s sector, 1st quartile means ranked in the top 25% of funds in the sector, 2nd quartile is the next 25% of funds
in the sector and so on.

All financial investments involve an element of risk. Therefore, the value of your investment and the income
from it will vary and your initial investment amount cannot be guaranteed. Past performance is not a guide to
future performance and should not be the sole factor of consideration when selecting a product. With a Fund
such as the BlackRock UK Absolute Alpha Fund which invests in synthetic-short investments as well as long
investments, both positive and negative share price movements may affect the overall value of the Fund and the
Fund may not move in line with general market trends: hence it may not reap the full financial benefit that exists
in positive market environment. The fund may be exposed to finance sector companies which act as a service
provider or as a counterparty for financial contracts. In times of extreme market volatility, such companies may
be adversely affected, with a consequent adverse affect on the activities of the Funds. 

Sources: BIM(UK)L. ■ On 1 September 2007 the fund was renamed the BlackRock UK Absolute Alpha Fund. It was previously known as the Merrill Lynch UK Absolute Alpha Fund. With effect from 1 September 2007 Class A units
were no longer available for investment. The fund data displayed is designed only to provide summary information. The number of shares quoted for each fund are indicative and actual numbers may fall outside of the ranges shown. Investment should be
made on the basis of the relevant product booklet, together with Prospects and Simplified Prospectus which are available from the Managers.You should remember that the value of investments and the income from them may go down as well as up and are not
guaranteed. You may not get back the amount you invest. Past performance is not a guide to future performance. Changes in rates of exchange may cause the value of your investment to fluctuate. Issued by BlackRock Investment Management (UK) Limited
(authorised and regulated by the Financial Services Authority). Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Registered in England No. 2020394. Tel: 020 7743 3000. For your protection, telephone calls are usually recorded. BlackRock is a
trading name of BlackRock Investment Management (UK) Limited. The Merrill Lynch name and logo are trade marks of, and used under licence from, Merrill Lynch & Co., Inc.  



BlackRock UK Absolute Alpha Fund
continued

Fund Manager's Report as at 30 November 2011

The Fund had a disappointing November, falling 0.93%, a similar fall to the FTSE All-Share return. This market return
was made up of steep falls during the month before a violent reversal left the FTSE All-Share index broadly unchanged.
Within the Fund, the negative return was concentrated in a small number of the long positions, with pairs and shorts
both producing encouraging positive returns.The stock market rollercoaster was led largely by news flow surrounding a
resolution to the European crisis. The summit in October produced a set of measures which appeared to tackle the
symptoms without addressing the real cause of the problem. November saw the political stakes rise even further, with
changes in the administrations of both Greece and Italy. Italian bond yields rose through 7% as financial markets
pushed for a truly wide-ranging solution. Encouragingly, US data remained robust, despite further indications of political
deadlock as the Budget super-committee failed to reach agreement.The long portfolio was hurt by two of our significant
holdings - Cape and APR Energy. The Fund has been a holder of Cape for a number of years and the company has
rewarded us with a steady stream of earnings upgrades. In this period, the company announced that one of their
employees had written an unauthorised uneconomic fixed price contract and that a significant contract due to start in
2012 was likely to be delayed till 2013. While this was disappointing news, we feel that a 35% share price fall more
than fully reflects the lower earnings outlook, although we are monitoring the company closely for any further signs of
downgrades. APR Energy fell on concerns about global growth, something that should be playing into the company’s
hands as power projects find funding harder, resulting in more temporary power solutions.The Fund’s market exposure
remains low, reflecting a belief that the solution to the crisis will require the introduction of further austerity, which in
turn will depress economic growth across Europe. Furthermore, there is as real danger that if fiscal austerity is
widespread, a negative feedback loop is created. In this context we see many earnings forecasts as optimistic, though
we acknowledge that valuations do appear low, and the strength of corporate balance sheets brings some
comfort.Reflecting the above, we have continued to add to our short book over the period, specifically through a
number of more cyclical companies whose shares fail to reflect a more subdued earnings outlook. These companies
are particularly vulnerable due to a high degree of operational gearing and weak balance sheets. Our long positions are
increasingly concentrated in competitively advantaged companies that can grow their profits in a more challenging
environment.

%

%

* Gross exposure: the total of the fund’s long and synthetic short positions in relation to the assets of the fund (excluding future positions for EPM purposes). For example, if

the fund is 70 per cent long and 50 per cent short, then the fund is 120 percent gross invested. Net exposure: the percentage of a fund that is currently invested in the market

net of long and synthetic short positions. It is calculated as the difference between the long and the synthetic short positions. For example, if a fund is 55 per cent long and 45

per cent short, then the fund is 10 per cent net long. Pairs trading: an investment strategy that invests in a combination of a long and short positions, often to neutralise an

element of market risk. For example, if we decide that the banking sector was unlikely to generate an overall positive return, but commercial banks would outperform mortgage

banks, we could take a long position in a commercial bank and a synthetic short position in mortgage bank, potentially reducing the portfolio’s overall bank position to zero.

Naked long: this is a long position, where we have a strong conviction that the stock price will rise. Naked short: this is a synthetic short position, where we have a strong 

conviction that stock price will fall.
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