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Royal  London Sustai nable Fund Perfor mance 

Fund Performance 

 1 month (%) Rolling 12 months (%) 

RL Sustainable Managed Income Trust C Acc -0.66 4.73 

IA Sterling Corporate Bond -0.76 4.28 

iBoxx £ Non-Gilts All Maturities -0.91 3.99 

   

RL Sustainable Managed Growth Trust C Acc -1.02 7.29 

IA Mixed Investment 0-35% -0.38 2.78 

   

RL Sustainable Diversified Trust C Inc -1.42 9.56 

IA Mixed Investment 20-60% Shares sector -0.43 2.83 

   

RL Sustainable World Trust C Acc -1.49 15.58 

IA Mixed Investment 40-85% Shares sector -0.31 5.63 

   

RL Sustainable Leaders Trust C Acc -1.68 0.86 

IA UK All Companies -0.86 -6.22 

FTSE All-Share Index -0.81 -7.55 

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 31 January 2021. Returns quoted are net of fees. 

 



 

ROYAL LONDON SUSTAINABLE MANAGED INCOME TRUST 
 

FUND MANAGER COMMENTARY - JANUARY 2021 4 │ PAGE 
 

Royal  London Sustai nable Manag ed Income Tr ust 

Portfolio commentary 

 Net of fees, the trust outperformed its benchmark (iBoxx Sterling Non-Gilt All Maturities Index) and the IA Sterling 

Corporate Bond sector in January, delivering second-quartile returns. For the rolling 12-month period, the fund has also 

outperformed the benchmark and IA peer group. 

 The benchmark 10-year gilt yield increased 13 basis points to 0.33% by the end of the month. Sterling investment grade 

corporate debt returned -0.93%, outperforming the -1.70% return from UK government bonds. The average sterling 

investment grade credit spread (the average extra yield available from a corporate bond compared with government debt of 

equal maturity) tightened by 1 basis point to 0.98%. 

 Total returns were negative for nearly all sterling credit sectors. The outperformance of covered bonds and the insurance 

sector, particularly subordinated insurance, was positive for performance. The strong returns from the portfolio’s sub-

investment grade bonds were also beneficial. 

 The sustainable approach of the trust favours issuers that we believe offer a net benefit to society or show environmental, 

social and governance (ESG) leadership. This is reflected in the composition of the sterling credit portfolio, with up to three 

quarters aligning with five key themes: social housing (provision of housing for those on low or no income), the 

decarbonised economy (lending to companies playing a key role in the decarbonisation of the economy), infrastructure 

(vital infrastructure such as water and telecommunications), financial resilience (provision of insurance products to support 

individuals through shocks) and community funding (banks and building societies focused on individuals and small 

businesses). The remainder of the credit portfolio, while not aligning to one of the current themes, will still offer a net 

benefit to society or show ESG leadership. 

 Holdings are focused on sectors that benefit from strong covenants (legal restrictions on what an issuer can do) and often 

offer enhanced security (offering assets as collateral). On sustainability grounds, we have no exposure to bonds of oil & gas 

companies or extractive industries. We are also underweight in the general industrial and consumer goods sectors, and to a 

lesser extent in consumer services. 

 The trust’s targeting in BBB is weighted to community funding (regulated banks and building societies), financial resilience 

(regulated insurance debt), decarbonisation and infrastructure debt, which have exhibited stable cashflows relative to the 

wider consumer, retail and industrial BBB areas and lower rating transition risk to sub-investment grade, which is a key risk 

in the current environment. 

 We participated in seven new issues during the month. We bought senior secured bonds from MetLife and New York 

Life, the US life insurance companies; and a 10-year senior non-preferred issue from BNP Paribas. We also bought a 

longer-dated bond from Great Places, a housing association with over 19,000 homes mostly in North West England; a tap 

of a subordinated holding company bond from Thames Water; a tap of Retail Charity Bonds in the social housing 

sector, lending to Golden Lane Housing; and bonds of Deutsche Bahn, the German public transport operator. 

Investment outlook 

 Viral mutations and extended lockdown measures have jeopardised the economic recovery in the short term and rising 

unemployment seems likely. Against this, the positive start for the UK vaccination programme raises hopes of a return to 

more normal social and economic conditions later this year. However, the economy is likely to be compromised over the 

medium term given the surge in government debt. Interest rates look set to remain at very low levels over the next two or 

three years, with yield curves heavily managed by central banks. 

 While the economic impact of the virus will have a detrimental impact on corporate profitability, we consider that the 

current credit spread still offers sufficient compensation for default and other risks (e.g. liquidity and rating migration). We 

expect investment grade credit bonds will outperform UK government securities over the next three years, although the 

magnitude of this outperformance is expected to be lower than our previous projections. 
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 The portfolio is highly diversified in order to improve overall portfolio liquidity and reduce the effect on overall performance 

of any deterioration in the creditworthiness of an individual holding or sector. The value of diversification in spreading risks 

is likely to become increasingly clear over the next few months. Our bias towards secured and covenanted debt should 

provide some mitigation and allow us to better protect our clients’ interests. Our sustainable approach and a clear 

investment philosophy underpin our confidence in the fund’s ability to meet the performance objective over the medium 

term despite the potential for further market volatility. 

 

 

Shalin Shah 
Senior Fund Manager 
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Royal  London Sustai nable Manag ed Gr owth Trust  

Portfolio commentary 

 Net of fees, the trust underperformed its composite benchmark and the IA Mixed Investment 0-35% Shares sector in 

January. For the rolling 12-month period, however, the fund has significantly outperformed its benchmark and the IA sector, 

and remains top decile. 

 The benchmark 10-year gilt yield increased 13 basis points to 0.33% by the end of the month. Sterling investment grade 

corporate debt returned -0.93%, outperforming the -1.70% return from UK government bonds. The average sterling 

investment grade credit spread (the average extra yield available from a corporate bond compared with government debt of 

equal maturity) tightened by 1 basis point to 0.98%. 

 Total returns were negative for nearly all sterling credit sectors. The outperformance of covered bonds and the insurance 

sector, particularly subordinated insurance, was positive for performance. The strong returns from the portfolio’s sub-

investment grade bonds were also beneficial. 

 Equity markets started the year navigating a fine line between enthusiasm, as the roll out of the vaccines across the world 

began in earnest, and caution, as a new wave of infections resulted in a further number of lockdown measures. Reflecting 

this uncertainty, equity markets continued to oscillate around short-term news and demonstrated increased volatility. 

However for January as a whole, they remained largely unchanged with the FTSE All-Share falling by 0.8% following a 

strong finish to the year in 2020. The MSCI World All Countries Index was down nearly 1% in sterling terms. 

 While the credit portfolio performed well, the trust’s equity portfolio underperformed its peer group over the month. Sector 

allocation was again relevant, with mining and oil & gas companies having a good month – the trust has zero exposure to 

these sectors. Stock-specific moves also played a part. Notable detractors in the month were Adidas, Nordson and Visa, 

all of which have performed very strongly since the lows of last March and saw some profit taking. 

 The sustainable approach of the trust favours issuers that we believe offer a net benefit to society or show environmental, 

social and governance (ESG) leadership. This is reflected in the composition of the sterling credit portfolio, with up to three 

quarters aligning with five key themes: social housing (provision of housing for those on low or no income), the 

decarbonised economy (lending to companies playing a key role in the decarbonisation of the economy), infrastructure 

(vital infrastructure such as water and telecommunications), financial resilience (provision of insurance products to support 

individuals through shocks) and community funding (banks and building societies focused on individuals and small 

businesses). The remainder of the credit portfolio, while not aligning to one of the current themes, will still offer a net 

benefit to society or show ESG leadership. 

 The trust’s bond holdings are focused on sectors that benefit from strong covenants (legal restrictions on what an issuer can 

do) and often offer enhanced security (offering assets as collateral). On sustainability grounds, we have no exposure to 

bonds of oil & gas companies or extractive industries. We are also underweight in the general industrial and consumer 

goods sectors, and to a lesser extent in consumer services. 

 The trust’s targeting in BBB is weighted to community funding (regulated banks and building societies), financial resilience 

(regulated insurance debt), decarbonisation and infrastructure debt, which have exhibited stable cashflows relative to the 

wider consumer, retail and industrial BBB areas and lower rating transition risk to sub-investment grade, which is a key risk 

in the current environment. 

 We participated in seven new issues during the month. We bought senior secured bonds from MetLife and New York 

Life, the US life insurance companies; and a 10-year senior non-preferred issue from BNP Paribas. We also bought a 

longer-dated bond from Great Places, a housing association with over 19,000 homes mostly in North West England; a tap 

of a subordinated holding company bond from Thames Water; a tap of Retail Charity Bonds in the social housing 

sector, lending to Golden Lane Housing; and bonds of Deutsche Bahn, the German public transport operator. 

Investment outlook 

 Viral mutations and extended lockdown measures have jeopardised the economic recovery in the short term and rising 

unemployment seems likely. Against this, the positive start for the UK vaccination programme raises hopes of a return to 

more normal social and economic conditions later this year. However, the economy is likely to be compromised over the 

medium term given the surge in government debt. Interest rates look set to remain at very low levels over the next two or 

three years, with yield curves heavily managed by central banks. 

 While the economic impact of the virus will have a detrimental impact on corporate profitability, we consider that the 

current credit spread still offers sufficient compensation for default and other risks (e.g. liquidity and rating migration). We 

expect investment grade credit bonds will outperform UK government securities over the next three years, although the 

magnitude of this outperformance is expected to be lower than our previous projections. 

 The credit portfolio is highly diversified in order to improve overall portfolio liquidity and reduce the effect on overall 

performance of any deterioration in the creditworthiness of an individual holding or sector. The value of diversification in 
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spreading risks is likely to become increasingly clear over the next few months. Our bias towards secured and covenanted 

debt should provide some mitigation and allow us to better protect our clients’ interests. Our sustainable approach and a 

clear investment philosophy underpin our confidence in the fund’s ability to meet the performance objective over the 

medium term despite the potential for further market volatility. 

 In spite of the two-way pull in equity markets in January, we are confident that central banks will remain dovish in their 

support for the global economy and, at some stage this year, the positive impact of vaccines should result in an improvement 

in economic activity. Therefore we remain optimistic regarding the ability of corporate earnings to improve, and retain a 

significant weighting in equities. The equity portfolio continues to be invested in a broad range of innovative, well-managed 

businesses with durable competitive advantages and which are supporting the transition to a more sustainable world. We 

have confidence that that many of the companies we are invested in will come out of this crisis even stronger than they went 

in and impressive corporate results from many of our investments support this view. 

 

 

Shalin Shah 
Senior Fund Manager 
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Royal  London Sustai nable Di versifi ed Trust  

Portfolio commentary 

 Equity markets started the year with a difficult balance between enthusiasm, as the roll out of the vaccines across the world 

began in earnest, and caution, as a new wave of infections resulted in a further number of lockdown measures, notably in 

the UK. Reflecting the uncertainty, equity markets continued to oscillate around short-term news and demonstrated 

increased volatility. However for January as a whole, they remained largely unchanged with the FTSE All-Share falling by 

0.8% following a strong finish to the year in 2020. The MSCI World All Countries Index was down nearly 1% in January in 

sterling terms. We are confident that central banks will remain dovish in their support for the global economy and, at some 

stage this year, the positive impact of vaccines should result in an improvement in economic activity. Therefore we remain 

optimistic regarding the ability of corporate earnings to improve. Credit delivered negative returns in January, driven 

entirely by rising gilt yields. The yield on the benchmark 10-year gilt rose 0.13%, with large movements in early January 

following the Senate runoffs in Georgia, which saw Democrat victories and increased the likelihood of further US fiscal 

stimulus. Credit spreads were broadly unchanged, with the average sterling investment-grade credit spread ending January 

at 0.98%. 

 The trust underperformed its peer group in January and was ranked in the fourth quartile. Sector allocation was again 

relevant, with mining and oil & gas companies having a good month. The trust does not have exposure to these sectors. 

Stock-specific moves also played a part. Key detractors in the month were Adidas, Nordson and Visa, all of which have 

performed very strongly since the lows of last March and may have seen some profit taking. On the other hand, Greggs and 

Thermo Fisher contributed positively to returns. UK baker Greggs issued a trading update in the period that was better 

than expectations. Thermo Fisher, the US life sciences company, preannounced its fourth quarter results, saying that it 

expected even higher revenue growth than its guidance in December. The company supplies the broad healthcare industry 

and has been hugely successful during the pandemic. 

 During the month, we made no significant changes to the portfolio.   

 

Mike Fox 

Head of Sustainable Investments 
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Royal  London Sustai nable World Trus t  

Portfolio commentary 

 Equity markets started the year with a difficult balance between enthusiasm, as the roll out of the vaccines across the world 

began in earnest, and caution, as a new wave of infections resulted in a further number of lockdown measures, notably in 

the UK. Reflecting the uncertainty, equity markets continued to oscillate around short-term news and demonstrated 

increased volatility. However for January as a whole, they remained largely unchanged with the FTSE All-Share falling by 

0.8% following a strong finish to the year in 2020. The MSCI World All Countries Index was down nearly 1% in January in 

sterling terms. We are confident that central banks will remain dovish in their support for the global economy and, at some 

stage this year, the positive impact of vaccines should result in an improvement in economic activity. Therefore we remain 

optimistic regarding the ability of corporate earnings to improve. Credit delivered negative returns in January, driven 

entirely by rising gilt yields. The yield on the benchmark 10-year gilt rose 0.13%, with large movements in early January 

following the Senate runoffs in Georgia, which saw Democrat victories and increased the likelihood of further US fiscal 

stimulus. Credit spreads were broadly unchanged, with the average sterling investment-grade credit spread ending January 

at 0.98%. 

 The trust underperformed its peer group in January and was ranked in the fourth quartile. Sector allocation was again 

relevant, with mining and oil & gas companies having a good month. The trust does not have exposure to these sectors. 

Stock-specific moves also played a part. Key detractors in the month were Adidas, Nordson and Visa, all of which have 

performed very strongly since the lows of last March and may have seen some profit taking. On the other hand, ASML and 

Thermo Fisher contributed positively to returns. ASML, the Dutch semiconductor equipment manufacturer, released its 

fourth-quarter results, which were ahead of expectations, and the record size of its order book shows that the company 

remains well positioned with strong demand across the board. Thermo Fisher, the US life sciences company, 

preannounced its fourth quarter results, saying that it expected even higher revenue growth than its guidance in December. 

The company supplies the broad healthcare industry and has been hugely successful during the pandemic. 

 During the month, we added to the holding in Taiwan Semiconductor Manufacturing Co (TSMC) following share 

price weakness. TSMC remains exceptionally well positioned to facilitate and benefit from semiconductor growth coming 

from end markets such as 5G, electric and autonomous vehicles, the internet-of-things (IoT) and artificial intelligence, and 

will be a key beneficiary of Intel’s likely decision to outsource CPU manufacturing. 

 

Mike Fox 

Head of Sustainable Investments 
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Royal  London Sustai nable Leaders Tr ust  

Portfolio commentary 

 Equity markets started the year with a difficult balance between enthusiasm, as the roll out of the vaccines across the world 

began in earnest, and caution, as a new wave of infections resulted in a further number of lockdown measures, notably in 

the UK. Reflecting the uncertainty, equity markets continued to oscillate around short-term news and demonstrated 

increased volatility. However for January as a whole, they remained largely unchanged with the FTSE All-Share falling by 

0.8% following a strong finish to the year in 2020. We are confident that central banks will remain dovish in their support 

for the global economy and, at some stage this year, the positive impact of vaccines should result in an improvement in 

economic activity. Therefore we remain optimistic regarding the ability of corporate earnings to improve and for the UK 

equity market to recover some or all of the falls experienced last year. 

 The trust underperformed its peer group in January and was ranked in the fourth quartile. Sector allocation was again 

relevant, with mining and oil & gas companies having a good month. The trust does not have exposure to these sectors. 

Stock-specific moves also played a part. Key detractors in the month were Prudential, Adidas and Vistry. Prudential, the 

life insurer, announced that it will demerge rather than list its US business. This will be a quicker process, enabling the 

company to focus on its key market, Asia, but meant that it would also be raising new equity. The shares fell for this reason, 

but we saw the news as positive. German sporting goods and ‘athleisure’ clothing company Adidas fell after having had a 

strong few months and Vistry, the housebuilder, issued a trading update that was reassuring, although the end of the stamp 

duty holiday will affect the whole sector. On the other hand, Greggs, the baker, and Genus, the animal genetics company, 

contributed positively to returns. Both companies issued better than expected trading updates in the period. 

 During the month, we reduced the position in Ansys, which offers high-end engineering and simulation software. The 

shares have performed very well, making the valuation seem high.   

 

Mike Fox 

Head of Sustainable Investments 
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Royal  London Gl obal Sustai nabl e Equity Fund 

Portfolio commentary 

 Equity markets started the year with a difficult balance between enthusiasm, as the roll out of the vaccines across the world 

began in earnest, and caution, as a new wave of infections resulted in a further number of lockdown measures, notably in 

the UK. This dynamic and uncertainty resulted in equity markets oscillating around short-term news and showing increased 

volatility. The MSCI ACWI Index declined by 0.9% in sterling terms in January, after a strong finish to the year in 2020. We 

expect central banks to remain dovish in their support for the global economy and, at some stage this year, the positive 

impact of the global vaccine rollout should result in an improvement in economic activity. 

 Taiwan Semiconductor Manufacturing Co (TSMC), ASML and Thermo Fisher were the key contributors to 

performance in January. TSMC, the world’s largest and most advanced semiconductor manufacturer, announced strong 

fourth-quarter results with bullish commentary around the future growth outlook for semiconductors over the coming years 

across key end markets, including high-performance computing, 5G, autos and the internet-of-things (IoT). Dutch company 

ASML, the leading provider of EUV tools, which are used to manufacture the most advanced chips, rose in part due to 

TSMC’s strong results and after its own results showed a robust order backlog as customers such as TSMC plan to spend 

more on EUV tools to keep up with accelerating demand for the most advanced chips. Thermo Fisher, the US life sciences 

company, rose after pre-announcing fourth-quarter results ahead of expectations as it continues to experience tailwinds to 

its business following the Covid-19 pandemic. Adidas, the German global leader in sporting goods and ‘athleisure’ clothing, 

and Nordson, a US precision engineering equipment manufacturer, detracted from performance, but on no specific news. 

We have taken advantage of the weakness and added to both positions. 

 In other transactions, we initiated a position in Trane Technologies. Trane is a US company and a global leader in 

heating, ventilation and air-conditioning (HVAC) systems and in refrigerated transport. Its solutions bring efficient and 

sustainable climate innovations to buildings, homes and transport. We see an attractive growth outlook for the company 

and room for margins to expand over the coming years.  

 

Mike Fox 

Head of Sustainable Investments 

George Crowdy 

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") 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. FC RLAM ON 0272. 

       

 


