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Royal London UK Mid-Cap Growth Fund
celebrates fifth anniversary with strong
performance

The £85 million Royal London UK Mid-Cap Growth Fund was launched five
years ago this month and has enjoyed excellent performance. Since 1 June
2006 it has returned 82.5%, 31% ahead of its benchmark, the FTSE Mid 250
(ex Investment Trusts) Index, and 59% ahead of its peer group average. Since
launch the fund is ranked 5th out of 253 funds in the IMA UK All Companies
sector (source: Financial Express, as at 31/05/11).

Managed by Citywire A-rated Derek Mitchell, the fund aims to maximise capital
growth over the medium to long term through a high conviction portfolio of 40-60
stocks. Derek’s approach combines top-down macroeconomic analysis with
bottom-up stock research, aiming to identify those sectors capable of delivering
consistent earnings performance given the prevailing economic environment.
He also seeks to profit from existing or future themes, such as emerging
markets growth. He then selects companies whose market value is below their
long term worth and where there is a catalyst to exploit this undervaluation and
provide positive earnings surprises.

Outlining his expectations for the mid cap sector, Derek Mitchell comments:

“Despite outperforming large caps of late, mid caps have not been immune to
the current poor newsflow and what we are witnessing is a mid-cycle slowdown.
However, the broader spread of businesses found within the mid cap index has
limited the extent of underperformance relative to the less diverse FTSE 100,
which has a high degree of concentration in the poorly performing banks and
mining sectors.”

Mitchell believes that as companies are now more robustly financed and are
turning expansionary once again to exploit their strong balance sheets, they are
exploring M&A opportunities and returning cash to shareholders at a rapid pace.
He sees this as a significant positive for the overall equity market, providing a
cushion to any short-term risk, while he expects that further market weakness
could lead the pace of M&A activity to increase, potentially providing further
support for mid cap stocks, given that they are more likely to be acquired than
acquire.

Detailing recent portfolio activity, Mitchell continues:

“I have been gradually reducing industrial cyclical exposure to mitigate against
slowing economic growth, while broadening exposure to other sectors such as
aerospace and defence, travel and leisure, financial services and IT software.
Recent drivers to performance have been quite diverse, including buy-to-let
lender Paragon, oil services provider Cape, consumer electronics company AZ
Materials and cash & carry operator Booker.”
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Editor’s notes

Royal London Asset Management (RLAM) was established in 1988 and specialises in providing
investment management solutions for both the Royal London Group and a range of external
institutions. These include FTSE 250 companies, local authorities, universities, charities, wealth
managers, financial advisers and private clients. RLAM manages over £40bn of assets,
employing more than 50 experienced investment professionals in our London based office.

Royal London Group is a specialist financial service provider. Its businesses focus on those
sectors of the market which value quality propositions, operating through a number of brands:

e Scottish Life — UK pensions market

e Bright Grey — UK protection market

e  Scottish Provident — UK protection market

Royal London 360° — offshore investment markets

RLAM — fund management

RLCM - specialist cash and liquidity management for UK onshore clients
RLAM (CI) — specialist cash and liquidity management for offshore clients
Royal London Plus — life and pensions administration

Ascentric / IFDL — Wrap platform

Royal London (retail) distributes life and pensions products through Santander’'s UK
branch networks.

Royal London is the largest mutual life and pensions company in the UK with Group funds under
management of £42.4 billion. Group businesses serve around three million customers and employ
2,700 people. Figures quoted are as at 31 March 2011.

Source: rlam as at 8 June 2011 unless otherwise stated.

rlam is a marketing brand including the following companies: Royal London Asset Management Limited, registered in England
& Wales number 2244297; FSA register number 141665. Royal London Pooled Pensions Company Limited, registered in
Scotland number SC048729; FSA register number 110456. Royal London Unit Trust Managers Limited, registered in England
& Wales number 2372439; FSA register number 144037. Royal London Cash Management Limited, registered in England &
Wales number 19632; FSA register number 121844. All of the above are authorised and regulated by the Financial Services
Authority.

It also includes Royal London Asset Management Bond Funds Plc, registered in Ireland number 364259 and regulated by the
Central Bank of Ireland.

All these companies are subsidiaries of The Royal London Mutual Insurance Society Limited, registered in England and
Wales number 0099064; FSA register number 117672. Head office: 55 Gracechurch Street, London EC3V ORL.
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