
 

ROYAL LONDON UK EQUITY INCOME FUND 

  

Quarterly Report 30 June 2021 

For professional clients only, not suitable for retail investors 
 

 



 

CONTENTS 
 

QUARTERLY REPORT 30 JUNE 2021 2 │ PAGE 
 

Contents  

ROYAL LONDON UK EQUITY INCOME FUND 3 
 

 

 



 

ROYAL LONDON UK EQUITY INCOME FUND 
 

QUARTERLY REPORT 30 JUNE 2021 3 │ PAGE 
 

Royal  London UK Equi ty Income Fund 

Asset split 

 Fund (%) 

Astrazeneca 5.6 

British American Tobacco 4.1 

Rio Tinto 4.0 

GlaxoSmithKline 3.9 

Royal Dutch Shell 3.8 

IMI Plc 3.2 

IG Group 3.0 

Dunelm Group 3.0 

BP Plc 2.8 

Close Brothers 2.8 

Total 36.2 
 

Fund data 

 Fund 

No. of stocks 51 

Fund size £1,535.3m 

Launch date 11.04.1984 

Source: RLAM, based on the A share class. 

Performance 

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

Q2 2021 6.71 5.60 1.10 

Year-to-date 14.30 11.09 3.21 

Rolling 12 months 25.16 21.45 3.70 

3 years p.a. 2.67 2.05 0.62 

5 years p.a. 6.93 6.48 0.46 

10 years p.a. 9.73 6.37 3.35 

Since inception p.a. 30.06.2000 7.48 4.89 2.60 

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. 

All performance figures stated gross of fees and tax unless otherwise stated. 

Source: RLAM, as at 31 March 2021, based on the A Income share class. 

¹Benchmark: FTSE® All Share Index. 

Sector breakdown 

 
Source: RLAM. Figures in relation to your portfolio exclude the impact of cash held. 
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Fund performance 

• During the second quarter, the fund was ahead of both the FTSE All-Share index and competitors. The financials sector was 

a key driver of performance, with holdings in Paragon, Investec and Brewin Dolphin noteworthy contributors. The 

holdings in the engineering company IMI and the homewares retailer Dunelm both performed well after releasing strong 

trading statements and the water utility Pennon also performed well after announcing a large return of capital to 

shareholders alongside results and the acquisition of Bristol Water.    

Fund activity 

• During the quarter, the fund sold its remaining shares of Signature Aviation and exited the position in BT. Two new 

positions were established: mining company Anglo American and food producer Tate & Lyle. Adding Anglo American 

to the portfolio diversifies the range of metals and minerals that the portfolio is exposed to, as the other mining holding in 

the fund, Rio Tinto, is predominantly exposed to iron ore. Tate & Lyle is a cash generative business that pays an 

attractive dividend, but which also has some interesting optionality, as it in the process of trying to reduce its exposure to 

more commoditised ingredients and focus down on its higher growth business areas. If this strategy can be successfully 

executed, it could add significant value to the company. 

Market background and outlook 

• The economy is showing strong signs of recovery as we emerge from Covid restrictions and the general tone of corporate 

reporting over the results season has been positive. Indeed many companies have reported results better than market 

expectations and gone on to guide for stronger future profitability. Against this more positive backdrop many companies are 

reinstating dividends that were passed in 2020.  

• Takeover activity is a major theme so far in 2021 and looks likely to remain so.  Private equity firms are taking advantage of 

depressed UK market valuations, and we have seen billions of pounds worth of bids in the quarter for, among others, 

Morrisons, UDG and St Modwen Property. 

• As was discussed in last quarter’s report, the strength of the recovery is prompting concerns in financial markets that 

inflation could be returning to the economy and the UK and US have both recently reported inflation numbers higher than 

expectations. Some see this as a transitory factor, fuelled by stronger commodity prices and pent up demand, but there are 

valid reasons to think that this could be a longer-term factor too. A key contributor to inflation that will need to be 

monitored is wage inflation, and there are signs that this is ticking up and labour shortages are definitely becoming 

apparent in some areas of the economy (for example hospitality, building and logistics). Many companies are also reporting 

supply chain issues which could have knock on effects for prices. Shipping rates are rising and the supply shocks seen last 

year are leading some companies to perhaps shift their focus from the cheapest sources of supply to the most reliable. 

• Financial markets are in a state of uncertainty as to what the longer-term impacts on inflation and interest rates will result 

from the significant increase in money supply, pent up demand and cost inflation issues. Given this uncertainty, we feel that 

our approach of investing in a broad range of companies from different sectors and stages of their lifecycle has never been 

more appropriate. Performance will continue to be driven more by stock picking and the success of our hunting for 

undervalued long-term cashflows rather than by the prevailing winds of the macroeconomy, or factors such as growth or 

value styles being in vogue. 
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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 1092. 

       

 


