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Royal London UK Equity Income Fund 

Asset split 

 Fund (%) 

Astrazeneca 5.1 

British American Tobacco 4.2 

Rio Tinto 3.8 

Royal Dutch Shell 3.8 

GlaxoSmithKline 3.6 

IG Group 3.3 

IMI Plc 3.0 

Close Brothers 2.9 

Dunelm Group 2.9 

BP Plc 2.7 

Total 35.4 
 

Fund data 

 Fund 

No. of stocks 51 

Fund size £1,674.4m 

Launch date 11.04.1984 

Source: RLAM, based on the A share class. 

Performance 

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

Q1 2021 7.11 5.19 1.92 

Year-to-date 7.11 5.19 1.92 

Rolling 12 months 29.66 26.71 2.95 

3 years p.a. 3.52 3.19 0.33 

5 years p.a. 6.06 6.29 -0.23 

10 years p.a. 9.29 5.99 3.30 

Since inception p.a. 30.06.2000 7.24 4.67 2.57 

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 first quarter, the fund was ahead of both the FTSE All-Share index and competitors. Many of the stocks that 

benefited the fund the most in the quarter were among the biggest detractors to 2020 performance. The success to date of 

the UK’s Covid vaccine programme and the prospect of the economy fully reopening produced a sharp rally in the share 

prices of many companies that were hit hardest last year. The main examples of this were Restaurant Group and WH Smith. 

Other notable contributors were Johnson Matthey, whose shares were strong after announcing a contract to supply critical 

components to a hydrogen production project and Aviva, who have shown good progress simplifying their business by 

selling off some of their overseas businesses. 

Fund activity 

• The main activity in the portfolio during the quarter has been to reduce the position in Signature Aviation and use the 

proceeds to establish new holdings in Sage and National Grid. After a protracted bidding battle, Signature Aviation 

agreed a takeover deal and rather than wait until later in the year for the deal to complete, we have started selling the 

holding in the market as the shares are now trading at a level very close to that offer. 

• Sage, who supply accounting software to small and mid-size firms, have seen a relatively weak share price performance in 

recent months, with some investors worried about the competitive position of the business in its markets. However, we feel 

that these concerns are over-done and overlook Sage’s strong existing customer base. The business is cash generative, has a 

very strong balance sheet and offers an attractive dividend yield at current prices.  

• The National Grid position was established after the company announced the sale of some of its US assets, the purchase of 

a significant UK electricity distribution network and plans to dispose of its majority of UK gas assets. The deals make the 

company more heavily weighted to transmitting and distributing electricity, areas which are likely to see significant growth 

as the UK gradually transitions to reduce the carbon intensity of the energy system. 

Market background and outlook 

• The vaccine roll-out in the UK has been very encouraging, with the proportion of the population receiving at least one dose 

among the best in the world. The situation is less positive in other countries, where vaccine scepticism, worries vaccine side 

effects and wrangling over supplies have slowed progress. Indeed, some European countries have re-entered full lockdown 

measures. As a result, while the prospects for further easing of UK lockdown measures are good, any hopes of a near-term 

return to unfettered international travel may be misplaced. That could lead to the gradual reopening of the UK leisure sector 

seeing strong demand, as more people look to holiday in the UK. That extra demand could also be against the backdrop of 

reduced supply, as some businesses will have failed over the last year. Add to that the pent-up demand after lockdown from 

many households increasing savings over the last year, and it’s not hard to understand concern over possible inflationary 

pressures. Those concerns are by no means confined to the UK. In the US we have seen bond yields edging up as commodity 

prices recover, spurred on by the prospects of huge economic stimulus packages. There are still plenty of deflationary forces 

at work, such as technological shifts and a likely rise in unemployment as government support packages introduced in 

response to Covid fall away, but it will be important to monitor the situation as inflation worries can be self-fulfilling. If 

people expect prices to rise, then that can get factored into things like wage negotiations and investment decisions. 

• 2020 was characterised by the widespread cuts in UK dividends. In some cases this was mandated by regulators; in others 

due to uncertainty and a prudent “wait and see” approach and elsewhere as businesses battled to reduce cash burn as they 

battled for survival as their end markets ground to a halt. Many companies that have an accounting year that ends on 31 

December have been reporting their 2020 results over the last few weeks – while the Covid impact has been apparent in all 

businesses, overall results have probably held up better than some might have feared and many are resuming dividends 

which were deferred or suspended last year. 

• Takeover activity is likely to remain a theme in 2021. There is plenty of private equity money around, prepared to take 

advantage of depressed valuations, as evidenced by the takeovers the fund saw in McCarthy and Stone and Signature 

Aviation. Additionally, the fact that the Brexit process is now behind us and at the moment hasn’t produced impacts on 

business that were quite a bad as some feared, this may have removed an uncertainty that may have dissuaded some 

potential bidders for UK assets. 

• The fund’s approach to investing in companies with sustainable dividends was seriously challenged in 2020 but we still 

believe that it is well positioned longer term through its focus on companies with strong market positions and sound 

finances. 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.   
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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 1031. 

       

 


