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Royal  London Gl obal Equity Selec t  

Top 10 holdings 

 Fund (%) 

Microsoft 5.3 

Amazon 5.0 

Steel Dynamics 4.9 

Visa 4.7 

Reliance Steel & Aluminum Co. 4.4 

Taiwan Semiconductor Manufacturing Co. 4.3 

Church & Dwight Co. 4.2 

Church and Dwight 4.1 

Anglo American 4.1 

Verizon Communications Inc. 3.9 

Total 44.9 
 

Fund data 

 Fund 

No. of stocks 32 

Fund size £236.3m 

Launch date 10.10.2017 

Active share 86.6% 

Tracking error 3.9% 
 

Source: RLAM, based on the M Acc share class, subject to rounding. 

Performance 

 Fund* (%) Benchmark¹ (%) Relative (%)  

Q3 2020 3.99 3.15 0.84 

Year-to-date 7.15 4.22 2.93 

1 year p.a 8.79 5.24 3.55 

Since inception p.a. 10.10.2017 10.96 8.22 2.74 

Past performance is not necessarily a reliable indicator of future performance. The value of investments and the income from them is 
not guaranteed and may go down as well as up and investors may not get back the amount originally invested. 

Source RLAM. All performance figures stated gross of fees and tax unless otherwise stated, subject to rounding. 

¹Benchmark: MSCI World NDR Index. 

*Performance refers to R Acc share class unless otherwise stated. M Acc share class launched on 05.03.2018. Initial share class at fund launch 
was R Acc. 

Holdings and Weights 

 
Source: RLAM as at 30 September 2020. 
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Sector Weights 

 

Regional Weights 

 

Source: RLAM as of 30 September 2020. Shows weight relative to index. 

Executive summary – RLAM Global Equity strategies 

 Our Global Equity strategies delivered good absolute and relative performance in the third quarter as equity markets 

continued to recover from their lows at the start of the Covid-19 crisis, albeit less explosively than in the previous quarter. 

Our pooled funds delivered net returns of +3.84% for the RL Global Equity Select Fund and +3.23% for the RL Global 

Equity Diversified Fund, compared with +3.15% for the benchmark (MSCI World Net Total Return in sterling). For the 

year-to-date, the funds have returned +6.60% and +2.98%, respectively, against +4.22% for the benchmark (fund returns 

net of fees, for M Acc share classes). 

 The third quarter was far less dramatic than the first quarter, when the pandemic first hit global equities, or the second, in 

which unprecedented governmental and central bank action helped investors to look through the shocking economic impact 

of national lockdowns. It was instead characterised by the recovery in real economic activity as lockdowns continued to ease 

tempered by fragile consumer confidence and further spikes in Covid-19 cases, leading to local lockdowns and renewed 

travel restrictions. In addition, geopolitics re-emerged as an investment risk, with increasing concerns about the US 

presidential election in November and the possibility that negotiations between the UK and European Union will fail to 

deliver a mutually-acceptable trade deal. 

 The strong recovery in global equity markets over the second and third quarters means that risk and return are more 

balanced in the shorter term. Uncertainty remains around both the speed and the shape of any economic recovery and this 

continues to create market volatility, which could be exacerbated by further lockdowns, a failure to agree a post-Brexit trade 

deal or political and social tension in the US during or after November’s elections. 

 Significant upside from here will require the global economy to recover more strongly and probably an effective vaccine and 

treatment regimen for Covid-19. There may be challenging periods over the next 12 months driven by further waves of the 

virus. However, it is clear that governments and central banks are committed to the long haul. In the longer term, we believe 

that equities offer significant value against bonds and the equity discount rate is not extended. 

 Our preference is to own higher-quality companies with strong balance sheets and a conservative approach to credit 

diversified across regions, countries, industries and Corporate Life Cycle categories. No single model or analysis is a magic 

bullet for investing, but our Corporate Life Cycle model helps us to understand the world as management teams see it and 

identify those that are actively responding to the crisis. Owning companies that merely survive the pandemic won’t deliver 

significant outperformance. We are looking for the ‘Accelerators’ that are increasing investment to take full advantage of the 

current environment, and ‘Slowing & Maturing’ or ‘Turnaround’ companies that are doubling down on restructuring. 
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Market overview 

 Major global stock markets were more muted in the third quarter after the previous quarter’s dramatic recovery, but still 

posted positive aggregate returns in sterling terms. The MSCI benchmark rose +3.6%. However, within this there was a wide 

geographical dispersion, with the UK and many European markets falling, and the US once again proving robust (+5.1%). 

 As with the last quarter, the market recovery may seem surprising given the ongoing Covid-19 crisis. Indeed, the pandemic 

has had clear negative impacts on corporate performance, which in some cases look to be structural rather than a shorter, 

cyclical hit. However, the monetary and fiscal responses have been equally dramatic, and have driven down fixed income 

yields to very low levels and equity discount rates to over 20-year lows. 

 As we have seen in recent years, a falling equity discount rate favours long-duration, highly profitable, idiosyncratic growth 

businesses – and this was again the case in the third quarter. At a sector level, information technology is dominated by 

businesses like this and rose +7.3% in sterling terms in the quarter; some of the best consumer discretionary stocks also 

have these characteristics and they too performed strongly (+11.3%). At the opposite end of the spectrum, financials, which 

are often struggling to grow earnings from traditional loans, fell -2.3%; energy had another difficult quarter (-19.1%), despite 

oil prices remaining relatively stable. As described, the US, where most of the innovative technology companies are based, 

performed strongly over the quarter. 

 With economic growth slowing and activity remaining below normal levels, and with so much monetary stimulus and 

government bond issuance, yields on benchmark 10-year government bonds fell over the quarter in nearly all major 

developed markets (apart from the UK, US and Canada, where they rose slightly from very low levels). Although the US 10-

year treasury yield increased by 3 basis points to 0.68% over the quarter, this compares to c. 1.9% at the start of the year. In 

corporate bond markets, credit spreads tightened further reflecting increased economic activity and the support of central 

banks for struggling companies.  

 Sterling was among the strongest major currencies over the quarter, strengthening over 4% against the US dollar as the 

Federal Reserve altered its inflation targeting methodology. It strengthened only marginally against the euro. Nonetheless, 

sterling strength tempered the returns for sterling investors in global equities. However, the MSCI benchmark has now 

recovered to its start-of-2020 levels, yet the FTSE All-Share Index is down -19.9% for the year to date: global diversification 

has been beneficial for UK-based investors. 

 Oil prices were far more stable in the third quarter, having fallen by over -65% in the first quarter and recovered by +81% in 

the second quarter. Over the quarter, the price of Brent crude oil fell by -0.5%, although it was notably weaker in September, 

falling by -9.6% to under $42 a barrel. Copper continued to strengthen as economic activity picked up in China, rising 

+10.6% over the quarter. Gold rose +6.4% to $1,900/oz., despite weakness in September. It had reached multi-decade highs 

in early August of nearly $2,100/oz. as some investors sought a safe haven should markets fall. 

Performance and activity 

 The Fund outperformed its benchmark over the period. Taiwan Semiconductor (TSMC), Bandai Namco, Church & Dwight 

and Ocado contributed strongly to returns over the quarter. Semiconductor manufacturer TSMC, which is in the 

Compounding category of the corporate Life Cycle, reported strong quarterly results that confirmed that the semiconductor 

cycle has turned, leading to sales growth and market share gains. This confirmed our investment thesis. Intel subsequently 

announced that it is facing delays to its 7nm chip development, pushing large-scale production into 2022/23, and as a result 

is considering outsourcing production to TSMC. This would be game-changing and, despite the significant share price rise, 

we believe the valuation remains attractive. Japanese toys and gaming company Bandai Namco (‘Compounding’) reported 

better-than-expected quarterly results. Despite a material impact from Covid-19, there was no change to full-year guidance 

as poor performance from arcades was offset by strength in home gaming. Its extensive catalogue of IP across a wide range 

of formats, combined with a focus on new content creation and better monetisation of existing IP, should support steady 

wealth creation. This does not appear to be priced in to the current valuation. US household goods company Church & 

Dwight (‘Slowing & Maturing’) reported excellent quarterly earnings with organic sales growth, earnings and margins all 

significantly higher than analysts’ forecasts. The high-quality management team continues to deliver in challenging 

circumstances. Food home delivery platform Ocado (‘Accelerating’) garnered extensive press coverage for its tie-up with 

Marks & Spencer in the UK – the first time that M&S food has been available online. However, the stock outperformed on 

increased appreciation of its world-leading logistics technology platform. At around USD22bn, its market capitalisation 

compares very favourably to US technology companies, particularly if its platform can be rolled out to non-food home 

deliveries. 

 Detractors from performance included Suncor Energy, Eli Lilly and Handelsbanken. Suncor Energy (‘Turnaround’), the 

Canadian oil sands producer, was hit by the weakness in global oil companies. Despite more stable oil prices, the sector was 

notably weak over the quarter as investors increasingly considered the risk of stranded assets in a carbon-neutral economy. 
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Despite strong headline earnings per share, US healthcare giant Eli Lilly (‘Compounding’) reported disappointing quarterly 

results. Revenue and operating income were below consensus forecasts, with the shortfall being covered through other 

income with a rise in the value of the company’s investment portfolio. The healthcare sector has also been affected by an 

unwinding of speculation about the imminent approval of a vaccine for Covid-19. The company had been a beneficiary of 

this earlier in the year. Swedish bank Svenska Handelsbanken (‘Slowing & Maturing’) had interesting quarterly results. 

While the environment is generally poor for banks, with ultra-low/negative interest rates impacting profitability and higher 

defaults likely on corporate and personal loans, Handelsbanken asserted that it isn’t being affected by loan impairments due 

to the informational advantage of its decentralised and more personalised approach. The market was less convinced, despite 

its plan to cut significant costs through branch closures, but the valuation is compelling for an above-average bank with 

clear competitive advantages. 

 The considerable disparities in share price and underlying business performance over recent months led to some 

repositioning of the portfolio during the quarter. Notable trades included switching Bayer into the Finnish paper 

manufacturer UPM-Kymmene, based on its wealth-creating strategy; switching from Raytheon into Reliance Steel, 

which we feel isn’t properly appreciated by the market; selling TJX Companies, on concerns about its strategy and high 

valuation, and Lloyds Banking Group. We initiated a position in Apple, where we consider the compounding wealth-

creation opportunity supported by services and wearables to be attractive; and added to holdings in Safran, Berkshire 

Hathaway and Visa on valuation grounds. 

Outlook 

 The remarkable recovery in global equity markets over the second and third quarters means that risk and return are more 

balanced in the shorter term. Uncertainty remains around both the speed and the shape of any economic recovery and this 

continues to create market volatility, which could be exacerbated by a failure to agree a post-Brexit trade deal or political 

and social tension in the US during or after November’s elections.  

 Significant upside from here requires the global economy to make a strong recovery and probably an effective vaccine and 

treatment regimen for the coronavirus. There may be challenging periods over the next 12-18 months driven by any 

resurgence in cases as lockdown restrictions continue to ease. However, it is clear that governments and central banks are 

committed to the long haul. 

 The benefits of our disciplined investment approach – a focus on stronger business models combined with robust portfolio 

risk controls – enable superior stock wealth creation and valuation to drive long-term performance. In the longer term, 

equities offer significant value against bonds and the equity discount rate is not extended, particularly compared to the 

dotcom bubble in early 2000, for example. 

 We believe that active equity managers, in particular, will perform well in the aftermath of the pandemic. The crisis will 

result in strong companies (high returns, strong balance sheets and good ‘moats’) getting stronger as they are better able to 

take advantage of opportunities, whether through new areas of demand or having better balance sheets to navigate through 

lower levels of cash generation in most industries. 

Further insights from the Global Equity team 

 To find out more about our investment approach to investing in global equities and our current thinking, please visit our 

website (rlam.co.uk). 

 In Value versus growth: a new perspective, we consider the outperformance of growth stocks over the last decade, pushing 

the valuation differential against value stocks to an all-time high. Will this continue and how should investors position 

themselves? The RL Global Select Fund offers a very different approach to traditional growth and value exposures 

because the fund invests across the Life Cycle (from early stage growth through to deep value), but targets superior 

valuation metrics relative to the respective Life Cycle category. We identify companies with attractive, forward-looking, 

wealth creation prospects, especially compared to peers in the same stage of the Life Cycle, which helps us to find ‘value 

without the traps’. This differentiated investment approach gives clients a selective value exposure. 

 Similarly, in Thinking like a CEO, we explain how we are using our Corporate Life Cycle model to navigate the crisis. No 

single model or analysis is a magic bullet for investing, but this framework helps us to understand the world as a company’s 

management sees it and identify those that are actively responding to the crisis. Owning companies that merely survive the 

pandemic won’t deliver outperformance. We are looking for the ‘Accelerators’ that are increasing investment to take full 

advantage of the current environment, and ‘Slowing & Maturing’ or ‘Turnaround’ companies that are doubling down on 

restructuring. 

https://www.rlam.co.uk/Documents-RLAM/Articles/Value%20vs%20Growth%20-%20a%20new%20perspective.pdf
https://www.rlam.co.uk/Documents-RLAM/Articles/Thinking%20like%20a%20CEO-%20using%20the%20Life%20Cycle%20to%20navigate%20the%20crisis.pdf
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 High quality management will be crucial through the next 12-18 months. In Stock picking through Covid – beyond the stay 

at home basket we describe three how three very diverse companies that we hold in our portfolios (Old Dominion Freight 

Line, Reliance Steel and Amazon) are performing strongly despite the challenging economic circumstances. 

 Lastly, talks from the online RLAM Investment Series that was held in the week of 28 September 2020 can be viewed on 

BrightTALK.com; including Will Kenney’s The growth vs. value debate: is it real or relevant anymore? and James Clarke’s 

and Carlota Garcia-Manas’s Responsible global equities. Each presentation lasts for 30 minutes, including Q&A. 

 

https://www.rlam.co.uk/Documents-RLAM/Articles/Stock%20picking%20through%20Covid%20-%20beyond%20the%20stay%20at%20home%20basket.pdf
https://www.rlam.co.uk/Documents-RLAM/Articles/Stock%20picking%20through%20Covid%20-%20beyond%20the%20stay%20at%20home%20basket.pdf
https://www.brighttalk.com/webcast/14511/437617?utm_source=brighttalk-portal&utm_medium=web&utm_content=RLAM&utm_campaign=webcasts-search-results-feed
https://www.brighttalk.com/webcast/14511/437612?utm_source=brighttalk-portal&utm_medium=web&utm_content=RLAM&utm_campaign=webcasts-search-results-feed
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IMPORTANT INFORMATION 

For professional clients only, not suitable for retail investors. The views expressed are the author’s own and do not constitute investment advice. 

This document is a financial promotion. It does not provide, and should not be relied on for, accounting, legal or tax advice, or investment 
recommendations. For more information on the fund or the risks of investing, please refer to the fund factsheet, Prospectus or Key Investor 
Information Document (KIID), available via the Fund Information page on www.rlam.co.uk. 

Past performance is not a reliable indicator of future results. The value of investments and the income from them is not guaranteed and may go 
down as well as up and investors may not get back the amount originally invested.  

Portfolio characteristics and holdings are subject to change without notice. This does not constitute an investment recommendation. For 
information purposes only, methodology available on request. Information derived from sources other than Royal London Asset Management is 
believed to be reliable; however, we do not independently verify or guarantee its accuracy or validity. 

All rights in the FTSE All Stocks Gilt Index, FTSE Over 15 Year Gilts Index, FTSE A Index Linked Over 5 Years Gilt Index and FTSE A 
Maturities Gilt Index (the “Index”) vest in FTSE International Limited (“FTSE”). All rights in the FTSE 350, FTSE All Share, FTSE 100, FTSE 
250, FTSE 350 Higher Yield and FTSE Small Cap (the “Index”) vest in FTSE International Limited (“FTSE”).  “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE under licence. The Royal London Funds (the "funds") have been developed 
solely by Royal London Asset Management. The Index is calculated by FTSE or its agent. FTSE and its licensors are not connected to and do 
not sponsor, advise, recommend, endorse or promote the fund and do not accept any liability whatsoever to any person arising out of (a) the 
use of, reliance on or any error in the Index or (b) investment in or operation of the fund. FTSE makes no claim, prediction, warranty or 
representation either as to the results to be obtained from the Funds or the suitability of the Index for the purpose to which it is being put by 
Royal London Asset Management. 

All confidential information relating to any Royal London Group company must be treated by you in the strictest confidence. It may only be used 
for the purposes of assessing the proposal to engage Royal London Asset Management Limited (RLAM). Confidential information should not be 
disclosed to any third party and should only be disclosed to those of your employees and professional advisers who are required to see such 
information for the purpose set out above. You should ensure that these persons are made aware of the confidential nature of such information 
and treat it accordingly. You agree to return and/ or destroy all confidential information on receipt of our written request to do so. 

Issued by Royal London Asset Management Limited, Firm Registration Number: 141665, registered in England and Wales number 2244297; 
Royal London Unit Trust Managers Limited, Firm Registration Number: 144037, registered in England and Wales number 2372439; RLUM 
Limited, Firm Registration Number: 144032, registered in England and Wales number 2369965. All of these companies are authorised and 
regulated by the Financial Conduct Authority. Royal London Asset Management Bond Funds Plc, an umbrella company with segregated liability 
between sub-funds, authorised and regulated by the Central Bank of Ireland, registered in Ireland number 364259. Registered office: 70 Sir 
John Rogerson’s Quay, Dublin 2, Ireland. 

All of these companies are subsidiaries of The Royal London Mutual Insurance Society Limited, registered in England and Wales number 
99064. Registered Office: 55 Gracechurch Street, London, EC3V 0RL. The Royal London Mutual Insurance Society Limited is authorised by the 
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. The Royal London 
Mutual Insurance Society Limited is on the Financial Services Register, registration number 117672. Registered in England and Wales number 
99064. FQR RLAM EM 0878. 

       

 


