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RLAM Equity Performance 

Fund Performance 

 1 month (%) Rolling 12 months (%) 

RL UK Equity Income M Inc 3.90 22.20 

IA UK Equity Income Sector 3.27 24.99 

FTSE All Share Index 4.29 25.95 

   

RL UK Dividend Growth Fund M Acc 4.00 30.35 

IA UK All Companies Sector 3.93 26.87 

FTSE All Share Index 4.29 25.95 

   

RL UK Mid Cap Growth Fund M Acc 4.88 32.24 

IA UK All Companies Sector 3.93 26.87 

FTSE 250 ex-IT Index 5.03 41.24 

   

RL UK Opportunities Fund M Acc 4.99 37.38 

IA UK All Companies Sector 3.93 26.87 

FTSE All Share Index 4.29 25.95 

   

RL UK Smaller Companies Fund M Acc 7.99 48.11 

IA UK Smaller Companies Sector 6.94 52.62 

FTSE Small Cap ex-IT Index 6.14 69.52 

   

RL Global Equity Income Fund M Inc 2.80 34.26 

IA Global Equity Income 2.66 24.41 

MSCI All Countries World Index  4.01 32.78 

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 and FE, correct as of 30 April 2021. Returns quoted are net of fees. 

 



 

ROYAL LONDON UK EQUITY INCOME FUND 
 

FUND MANAGER COMMENTARY – APRIL 2021 4 │ PAGE 
 

Royal  London UK Equi ty Income fund 

Portfolio Commentary 

• Similarly to March, April was another month when lots of companies reported results and released trading statements. 

Again, the overall tone of news was generally positive, fuelling further gains in the equity market. During the month, the 

fund performed better than the FTSE All Share index, returning +3.9% placing it in the 36th percentile of its peer group. 

Three noteworthy contributors to performance, all of whom released good trading statements, were engineering company 

IMI, homeware retailer Dunelm and Vitec, who manufacture image recording equipment for the TV, film, and social 

media industries. Within the market is a bullish mood, financial companies performed well and the holdings in Investec 

and 3i also added to performance. 

• Trading activity was relatively light in the month, with the most significant trading being the disposal of the remaining 

holding in Signature Aviation.  

Investment Outlook 

• The Covid vaccine rollout in the UK continues to make good progress and infections/deaths remain on a downward trend. 

This augurs well for further relaxation of the restrictions we have lived under during Covid. However, we must not be overly 

complacent in our outlook, as the Covid news from overseas is in places far less positive, with current reports from India 

particularly harrowing. We look to invest in a broad range of companies who are in control of their own fates, irrespective of 

market conditions. As well as looking for durable businesses, a willingness to look through short term extremes of sentiment 

and buy stocks when they are out of favour, or take profits when sentiment becomes exuberant should drive longer term 

performance. 

Martin Cholwill 

Head of UK Income Equities 

Richard Marwood 

Senior Fund Manager 
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Royal  London UK Dividend Grow th fund 

Portfolio Commentary 

• Similarly to March, April was another month when lots of companies reported results and released trading statements. 

Again, the overall tone of news was generally positive, fuelling further gains in the equity market. During the month, the 

Fund performed better than the All Share index, returning +4.0% (versus 3.4% FTSE All-Share) and placing it in the 48th 

percentile of its peer group. Businesses perceived as higher growth and better quality were again in vogue, and the Fund’s 

holdings in those kinds of companies like Intermediate Capital, Dechra and Fevertree drove performance. The holdings in 

Clarkson and Ashtead were also positive for performance, as both companies held well received investor events at which 

they explained their strategies in greater depth.   

• Trading activity was relatively light in the month, with the most significant trading being the disposal of the remaining 

holding Sainsbury. Shares in the supermarket had been buoyant after news that an investor had taken a significant stake in 

the business. We sold into this strength as we felt that the current valuation for the group leads little upside to our long-term 

assessment of likely cash generation. 

Investment Outlook 

• The Covid vaccine rollout in the UK continues to make good progress and infections/ deaths remain on a downward trend. 

This augurs well for further relaxation of the restrictions we have lived under during Covid. However, we must not be overly 

complacent in our outlook, as the Covid news from overseas is in places far less positive, with current reports from India 

particularly harrowing. We look to invest in a broad range of companies who are in control of their own fates, irrespective of 

market conditions. As well as looking for durable businesses, a willingness to look through short term extremes of sentiment 

and buy stocks when they are out of favour, or take profits when sentiment becomes exuberant should drive longer term 

performance. 

 

Richard Marwood 

Senior Fund Manager 

Niko De Walden 

Fund Manager 
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Royal  London UK Mid C ap Gr owth Fund 

Portfolio Commentary 

• Equity markets made further gains during April as the rally in bond yields paused and forward-looking PMI surveys in the 

US and eurozone suggested a continued global economic expansion.  The FTSE 250 index continued to see net positive 

earnings revisions as analyst forecasts were updated following a strong first quarter earnings season.  The fund returned 

+4.9%, ahead of the benchmark (the FTSE 250 ex-IT index) return of +3.4% and the peer group median return of +3.9%.  

Stock selection, in particular within the Financials and Consumer Discretionary sectors, was the primary driver of this 

relative outperformance. 

• Dechra, the veterinary pharmaceutical company, led the positive contributors during April, after competitor results 

indicated that demand for animal pharmaceuticals was tracking ahead of expectations.  The widely commentated-upon 

increase in pet ownership through Covid has, so far, had limited impact on the veterinary pharmaceutical market but should 

provide a substantial long term tailwind to demand growth; it appears investors are now starting to recalibrate expectations.  

In addition, the company announced a small deal with Intervacc to distribute a new drug across Europe (a treatment for 

Equine Strangles, an infectious disease which affects horses globally).  The deal itself is not of a material but it serves as a 

reminder of the valuable platform which Dechra has built, with a broad portfolio of innovative products as well as 

production facilities and a global distribution network.   

• Bytes, the added value software re-seller, was another significant positive contributor.  Bytes did not issue a trading update, 

but its peer Computacenter did, which demonstrated that corporate customers are accelerating spend on technology post 

Covid.  Bytes stands to benefit whether customers are increasing spend on communications software such as Microsoft 

Teams, cyber security software, cloud storage and much more; earnings forecasts appear highly conservative and organic 

growth is likely to accelerate.  

• The fund increased its existing positions in Wagamama owner, Restaurant Group, and online retailer Moonpig. We 

have previously commentated on the burgeoning UK consumer savings balances, and recent surveys (as well as the first 

weeks of non-essential retail trading) indicate that spending is likely to accelerate, supporting earnings for Restaurant 

Group as well as other holdings such as WH Smiths’ travel outlets.  News of competitors cutting capacity, as with the 

recent announcement by Dixons Travel or previous announcements by Pizza Express and peers, will mean the benign 

competitive environment continues, providing confidence in longer term growth and robust margins.   

Investment Outlook 

• The macroeconomic outlook remains promising for a period of synchronised global economic growth through the second 

half of 2021 and into 2022 as end market demand and inventory levels pick up across the world (from depressed levels).  

Forward looking PMIs suggest industrial activity continues to accelerate across Europe, the UK and the US. Rising inflation 

is causing headlines and clearly there are spots of tightness in supply for key commodities and components such as 

semiconductors; this may persist through the latter half of 2021 given the stimulus packages in place across most major 

global economies.  Nevertheless data suggests that much of the increase in inflation being measured relates to sectors which 

saw demand fall sharply in 2020 due to Covid and is now rebounding.  The San Francisco Federal Reserve’s work in 

splitting out inflation between Covid-affected sectors, and the rest, indicates that underlying inflation remains little changed.  

Furthermore, structural factors, such as the impact of technology on productive capacity, reduce inflationary pressures.  We 

are excited about the outlook for our portfolio companies and expect the potential for accelerated growth from market share 

gains, innovation and merger and acquisition activity to outweigh any negative impact from rising discount rates. 

Henry Lowson 

Head of UK Alpha Equities 
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Royal  London UK Opportuni ties  Fund 

Portfolio Commentary 

• April proved to be a positive month as world equity markets continued to move higher – this reflected a number of 

economic measures that highlighted the strength of the recovery coupled with a better than expected corporate reporting 

season for the first quarter of the year. The US economy expanded at an annualised rate of 6.4% in the first quarter and this 

pace of recovery has resulted in commodity prices rising sharply year to date.  

• In the UK the FTSE All-Share Index increased 4.3% during April with the best performing sectors being those linked to 

economic activity such as Chemicals and Basic Resources. The strength of the recovery and the resulting increase in demand 

for commodities has led to inflationary price increases, however this has not yet been replicated across the broader 

economy.  

• During April the UK Opportunities Fund returned 6.2% and relative to the peer group was positioned in the first quartile. 

The strongest performer over the month was Intermediate Capital Group with an increase of 19%. Fevertree, which 

should benefit from the re-opening of economies, added 18% as the market took a positive view on what this would mean for 

the company. One Savings Bank rose 16% following the release of strong results and Computacenter, a recent purchase 

for the fund, added 13%. 

• Detractors during the month included Tesco, down 4% and Royal Dutch Shell which sank 3%. Melrose, which 

announced the disposal of its Nortek division retreated 2% on the back of disappointment at the sale price.  

• The fund added Restaurant Group as a recovery play on the re-opening of the UK economy. The company has raised 

fresh equity to reduce its net debt position and is therefore in a stronger position relative to twelve months ago. In addition, 

the pandemic has allowed management to overhaul its estate, close several unprofitable sites and focus on its Wagamana 

brand together with its pub division, Brunning and Price. The casual dining space has seen a material reduction in capacity, 

which we believe will materially benefit Restaurant Group. Over the course of the month, we disposed of our holding in 

Restore Group. 

Investment Outlook 

• The macroeconomic outlook looks favourable for a period of synchronised global economic growth through the second half 

of 2021 and into 2022 as end market demand and inventory levels pick up across the world.  Forward looking PMIs suggest 

industrial activity continues to accelerate across Europe, the UK, and the US. Rising inflation is causing headlines and 

clearly there are spots of tightness in supply for key commodities and components such as semiconductors; this may persist 

through the latter half of 2021 given the stimulus packages in place across most major global economies.  Nevertheless, data 

suggests that much of the increase in inflation being measured relates to sectors which saw demand fall sharply in 2020 due 

to covid and is now rebounding. We are excited about the outlook for our portfolio companies and hope that over the 

medium to long-term, they can outperform the wider market. 

 

Craig Yeaman 

Senior Fund Manager 



 

ROYAL LONDON UK SMALLER COMPANIES FUND 
 

FUND MANAGER COMMENTARY – APRIL 2021 8 │ PAGE 
 

Royal  London UK Sm aller C ompanies  Fund 

Portfolio Commentary 

• Equity markets made further gains during April as the rally in bond yields paused and forward-looking PMI surveys in the 

US and eurozone suggested a continued global economic expansion.  The FTSE Smaller Companies index continued to see 

net positive earnings revisions as analyst forecasts were updated following a strong first quarter earnings season.  The fund 

returned +8.0%, ahead of the benchmark (the FTSE 250 ex-IT index) return of +6.1% and the peer group median return of 

+6.9%.  Stock selection, especially in the Technology and Consumer Discretionary sectors, was the primary driver of this 

outperformance. 

• Alpha FMC, the financial services consulting firm, led the positive contributors after posting an upbeat trading statement.  

Its customers are accelerating investment in digital infrastructure following Covid, and Alpha are winning new customers in 

all geographies, notably North America which remains their least penetrated market.  In addition, new services in the 

Insurance vertical have got off to an impressive start in both the UK and Europe, presenting another opportunity for 

expansion.  With a substantial net cash balance sheet, management also have the option of further acquisitions. Other top 

contributors included Advanced Medical Solutions (“AMS”), the innovative medical device group, and Tracsis, the 

software provider to the rail industries. 

• The fund increased its existing positions in the low-cost fitness provider The Gym Group and Wagamama owner 

Restaurant Group as competitor results indicated both were facing a healthy environment of rapidly recovering 

consumer demand as well as a more benign competitive environment for new sites, which provides a longer term growth 

opportunity and should be supportive of higher margins.  We have previously commentated on the burgeoning UK 

consumer savings balances, and recent surveys (as well as the first weeks of non-essential retail trading) indicate that 

spending is likely to accelerate, supporting earnings for both these companies as well as other holdings such as City Pub 

Group, Hollywood Bowl, and Johnson Service Group. 

Investment Outlook 

• The macroeconomic outlook remains promising for a period of synchronised global economic growth through the second 

half of 2021 and into 2022 as end market demand and inventory levels pick up across the world (from depressed levels).  

Forward looking PMIs suggest industrial activity continues to accelerate across Europe, the UK and the US. Rising inflation 

is causing headlines and clearly there are spots of tightness in supply for key commodities and components such as 

semiconductors; this may persist through the latter half of 2021 given the stimulus packages in place across most major 

global economies.  Nevertheless data suggests that much of the increase in inflation being measured relates to sectors which 

saw demand fall sharply in 2020 due to Covid and is now rebounding.  The San Francisco Federal Reserve’s work in 

splitting out inflation between Covid-affected sectors, and the rest, indicates that underlying inflation remains little changed.  

Furthermore, structural factors, such as the impact of technology on productive capacity, reduce inflationary pressures.  We 

are excited about the outlook for our portfolio companies and expect the potential for accelerated growth from market share 

gains, innovation and merger and acquisition activity to outweigh any negative impact from rising discount rates. 

 

Henry Lowson 

Head of UK Alpha Equities 

Henry Burrell 

Fund Manager 



 

ROYAL LONDON GLOBAL EQUITY INCOME FUND 
 

FUND MANAGER COMMENTARY – APRIL 2021 9 │ PAGE 
 

Royal  London Gl obal Equity  Incom e Fund 

Portfolio commentary 

• The Royal London Global Equity Income fund finished behind the MSCI ACWI in April, returning 2.9% (versus 4.0%).  

• The underperformance versus the benchmark was driven more by what we don’t own than any notable disappointments 

amongst the fund’s stocks. Non-dividend paying tech stocks, such as Amazon and Alphabet, were particularly strong 

during the month - while their results for the first quarter were stellar, the share prices for these and other high quality 

growth stocks (including the many which this fund holds) are currently being driven more by US long term bond yields than 

by short term earnings, due to the effect that bond yield movements have on the valuation of future cashflows. The Materials 

sector continued to be the most positive contributor to fund performance, as raw material inflation is present across all 

supply chains, causing sharp upgrades for companies such as Steel Dynamics and Anglo American. Intermediate 

Capital was up 18% during the month, driven by the continued strong fundraising environment for their suite of 

Alternative Investment funds. 

• During the month, the fund started a new holding in Chinese domestic machinery producer, Lonking. Lonking specialise 

in making wheel loaders for the construction industry and forklifts for the logistics industry, enjoying strong market share 

domestically. We were particularly drawn to the high through cycle returns on investment that Lonking achieve and the 

conservatism of their owner managers, exhibited by a large net cash balance sheet and a lack of customer debt book. A low 

valuation and high pay out rate results in a current dividend yield of just under 10%. We also exited positions in Verizon, 

CDW and MS&AD. Verizon has a high dividend yield but we are concerned about the level of leverage and the 

competition in the US following the huge sums Verizon have agreed to pay in recent C-band spectrum  auctions. CDW has 

been a strong performer and the risk reward at current valuations looks more balanced, so we decided to exit the low 

yielding IT reseller. MS&AD is a mature Japanese multiline insurer but we do not believe that Management’s capital 

allocation strategy of acquiring businesses in developed market is likely to prove wealth creating.   

Investment outlook 

• Markets remained at elevated levels, suggesting an expectation of strong economic data, but not so strong that inflation 

causes central bankers to have to raise rates materially from historically low levels. We would certainly lack the conviction to 

predict how the macroeconomic situation is likely to evolve from here, aligning ourselves to Charlie Munger’ quote: ‘If 

you’re not a little confused by what is going on, you don’t understand it’. Instead, we are focussed on maintaining a balanced 

portfolio of stocks from various stages in their lifecycle, which if we achieve our goals, can deliver strong relative 

performance in a range of macroeconomic environments. 

 

 

 

Niko De Walden 

Fund Manager 
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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") has 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. FC RLAM ON 0280. 

    

 


