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Royal London Multi Asset Strategies Fund 

Performance 

 Fund (%) 

(M Acc) 

Fund (%) 

(M Inc) 

Q1 2021 2.63 2.77 

Year-to-date 2.63 2.77 

Rolling 12 months 12.17 12.32 

Since Inception p.a  1.80 1.85 
 

Fund data 

 Fund 

Fund size £196.0m 

Launch date 23.11.2018 
 

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, based on the M share classes. Performance for the fund is calculated on a mid basis with income re-invested. The fund returns 
in the table above are gross of standard management fees. All performance figures stated gross of fees and tax unless otherwise stated. 

Reported yields reflect RLAM's current perception of market conventions around timing of bond cash flows. Heightened uncertainty due to the 
COVID 19 crisis may impact these timings for bonds with callable feature. 

Investment approach 

• The Royal London Multi Asset Strategies Fund (MAST) is designed for investors looking to generate growth, over five-year 

rolling periods, through a diversified multi asset portfolio, while limiting losses during periods of financial market 

turbulence. MAST combines two complementary return drivers, each with its own separate in-built risk controls:  

1. Multi Asset Core portfolio strategies, which offer diversified exposure across a range of asset classes to capture upside 

during positive market trends; and  

2. Tactical asset allocation (TAA) strategies designed to generate additional return irrespective of market direction.  

• Our TAA approach can reduce exposure to growth-sensitive assets as economic and market conditions deteriorate, and 

therefore works well alongside the Multi Asset Core portfolio, which we expect to add more value in bull markets. The 

combined approach is designed to generate consistent returns, over five-year rolling periods, while also being able to take 

advantage of opportunities as they arise. 

Market performance 

• The MSCI World Index posted growth of 3.91% through the quarter, gathering strength through February and March. 

Regional performance was mixed, which reflects the different conditions being experienced by markets under their unique 

pandemic-driven circumstances. All leading markets posted positive returns in the period, except for Japan where returns to 

Sterling were marginally negative.   

• UK stocks recovered after lagging last year; while a successful vaccination programme laid foundations for opening the 

economy, Rishi Sunak’s Budget in March and continuing loose monetary policy were constructive for growth prospects and 

UK equities. Given significant exposure to financials, energy and mining, UK equities also benefited from a global rotation 

away from growth stocks and into value stocks; The MSCI World Value Index rose by 8.57% in the period, financials were up 

16.8% while energy rose 10.4%. 

•  Successful vaccine distribution, especially in the UK and US, increased optimism of a sustainable global re-opening. This 

recovery hope triggered a sell-off in US treasuries and caused global bond yields to rise (but nevertheless remain at 

relatively low levels). The 10-year gilt yield rose by 0.49% in February, the biggest increase of all leading markets in the 

month, finishing 0.65% higher for the quarter. US 10-year treasury yields rose by 0.83% in the quarter, the largest quarterly 

rise since 2016. The average sterling investment grade spread (the average extra yield available from a corporate bond 

compared with government debt of equal maturity) ended the quarter 3bps tighter at 0.96%. This is remarkable considering 

that the average spread was as wide as 2.25% at the peak of the market sell-off in March last year. The Markit iBoxx Sterling 

Non-Gilt All Maturities index delivered total returns of -4.11% for the quarter, significantly outperforming gilts through the 

period. 

• The $1.9trillion of additional stimulus secured by President Biden’s American Rescue Package was at the top end of analysts’ 

expectations. While the package underpinned the outlook for a long-term recovery, it also stoked concern for potential 

future inflation. Dovish monetary policy throughout the period added to concerns, as most central banks remained relaxed 

on inflationary pressures, preferring to focus on growth: the Bank of England’s (BoE) Monetary Policy Committee (MPC) 

signalled in January that no rate rises would be come for the next six months; and the Federal Reserve (the Fed) Chair 

Powell repeatedly played down concerns around yield rises. The European Central Bank (ECB) is the main exception, opting 
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to increase the speed of its bond buying programme. Potential for inflationary pressure has hit long-dated bonds the worst: 

the Merrill Lynch UK Gilts 15+ Years Index returned -12.4% over the period compared to -6.86% for its sister 10-15 years 

index.  

• High yield bonds have continued to provide strong returns relative to investment grade, especially the shorter duration 

assets. The asset class has been supported by loose fiscal and monetary policy, which have made the default on debt less 

likely. Because of this, we still think that high yield credit spreads continue to overcompensate for their risks.   

• Sterling remained among the stronger major currencies over the quarter, rising 1.1% against the US dollar, as the trade deal 

with the EU began to reduce Brexit uncertainties. It strengthened more significantly against the euro and against the yen. 

This strength tempered the returns for sterling investors in global equities. 

• Commodities rallied to thirteen-year highs, leading cross-asset returns. Oil prices continued to recover strongly, reaching 

their highest levels since October 2018 in March following a surprise decision by OPEC+ to keep supply cuts fully in place at 

current levels. The price of Brent crude oil rose by +22.7% to almost $63 a barrel. Copper continued to strengthen as 

economic activity strengthened in China, rising +13.4% over the quarter. Gold fell -9.6% to $1,713/oz. 

Fund commentary 

• A strong first quarter saw MAST return +2.77% (income share-class) to investors. On a rolling 12-month basis the fund 

posted returns of +12.32%, as markets recovered from lows last March. The fund’s recovery reflects the downside risk 

control measures that remained in place given the choppy nature of the rebound in 2020.   

• MAST aims to capture upside in positive market trends, while limiting downside during periods of market turbulence 

through diversification, active positioning and volatility management. Global stocks have recovered from significant losses 

in March last year when the pandemic struck. However, as volatility remained unusually high and the outlook uncertain, the 

fund retained a more cautious stance. We added back steadily to our stock exposure in the fourth quarter last year following 

positive vaccine trial data and US election results in early November. We continued to do so through the first quarter, as the 

outlook for a sustained recovery grew stronger, especially in the UK and the US where vaccination programmes were 

particularly successful.  

• In our back-testing of the strategy, we modelled what would have happened in various historical crises and found MAST 

usually returned to its high water mark in about a year or so. The recent drawdown from its high water mark is larger than 

those in the simulation and could take proportionately longer to heal. However, the fund has recouped over two-thirds of 

the declines suffered last March, helped by a recovery in markets and positive tactical asset allocation, particularly in 

regional equity, sector and credit strategies. We remain confident in MAST’s ability to deliver against its objective of 

returning an annualised return of 4% in excess of SONIA gross of fees over the next five years.  

• In the scenario of a sustained economic recovery, we would expect a further drop in volatility and a further increase in our 

positive tactical positioning, allowing us to capture more of the upside. However, MAST’s disciplined approach to risk 

management should act to limit further losses should new strains of the virus or significant problems with vaccination 

programmes, for example, cause market volatility in the short term.  

Multi Asset Core strategies  

• Multi Asset Core strategies aim to benefit from positive market trends, while reducing exposure to risk assets during market 

turbulence in order to reduce downside risk 

• We reduced equity exposure from a starting position of around 50% to a low of 7.5% in March last year in the crisis. The 

bulk of this reduction reflected risk management in the core portfolio as volatility surged. Exposure to equities fluctuated 

through 2020, reaching 27% in September, before falling back to 20% for the start of October amid a surge in Covid-19 

infection rates globally. Exposure rose again through the final three months of 2020up to 33.5% at year-end as markets 

were buoyed by vaccine efficacy rates and approvals for use medical agencies. We continued to add to the fund’s equity 

allocation in the first three months of this year, as successful vaccination programmes and loose monetary and fiscal policy 

reinforced positive sentiment for a sustained recovery. We made greater use of the fund’s tactical equity allocation in 

February due to increased market volatility, reaching a quarter high tactical allocation of 12% and subsequently a peak total 

allocation to equity of 39%. However, as markets settled in March and we began to expect more stability in the recovery of 

risk assets, we shifted to a more positive strategic position in equities; our equity allocation at quarter-end was 37%, of 

which 28% was strategic and 9% tactical.  

Tactical asset allocation strategies 

• Tactical asset allocation strategies build on the core portfolio and operate within a separate risk budget. We take an active 

approach to tactical asset allocation with a view to adding value irrespective of market direction and continue to see 

opportunities in relative value trades within and between the broad range of asset classes at our disposal. 
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• We are constructive on equities but remain vigilant around corrections being possible in the short term and could seek to 

add further on significant weakness. Regionally, our strongest conviction position was in Japanese stocks. Although Japan 

lagged global markets in the quarter, we believe momentum is shifting positively in Japan and maintained the position into 

the end of the first quarter.  We added tactically to our US exposure in the quarter as a defensive position but also added 

exposure to more cyclical European markets as we anticipated a positive reaction in growth expectations from improved 

vaccine distribution. The UK had been a very poor performer through 2020 given its larger exposure to the resource and 

energy sectors, the pandemic, and trade deal negotiations with the EU in 2020. We started to add to UK equities in the 

second half of last year, as there were scenarios in which the UK could outperform in a global recovery following the 

December trade deal with the EU. Furthermore, a large proportion of value-oriented stocks on UK indices made it an 

attractive market given the ongoing global recovery and resultant market rotation.  As these scenarios began to play out 

positively in the first quarter and to the benefit of UK markets, our UK exposure remained broadly unchanged. We reduced 

exposure to emerging markets that was built in the previous quarter, as we anticipate the impact of policy tightening from 

China, the first country to exit a state of lockdown.  

• We tempered our tactical allocation to high yield bonds in the quarter but still hold significant exposure, as we expected the 

asset class to be resilient over the medium term, given strong global growth and improving cash flows for companies. As the 

recovery in the real economy started to come through, particularly in industrial production in China, we remained 

constructive on commodities which reached decade highs in the quarter.  

• We shrank currency positions as volatility rose in 2020, given uncertainty surrounding global growth prospects. Over the 

last quarter, we remained relatively lightly positioned in currencies due to low interest rate dispersion. We favoured sterling, 

which was bolstered by the agreement of a trade deal with the EU at the end of last year. We also remain constructive on the 

Singaporean dollar but trimmed our long view on the euro. 

• US sector positions: during the crisis we were helped by our positive position in technology relative to hard-hit industrials, 

materials and financials. We adjusted our sector positioning through the fourth quarter last year as vaccines being approved 

made 2021 global economic recovery more likely, most notably becoming more constructive on financials and energy which 

had been badly hit through the year. We tilted again in favour of the financial and energy sectors in the first quarter, as the 

robust economic recovery we are seeing globally is positive for these sectors. We tempered exposure to consumer 

discretionary and technology sectors which outperformed last year.  

Market outlook 

• A year on from the March 2020 low, vaccine optimism, fresh fiscal stimulus in the US and the prospect of a re-opening of 

the world economy into 2022 saw stocks move to record levels. Meanwhile, fear of eventual monetary tightening resulting 

from strong growth leading to interest rates  rising from very low levels currently triggered a sharp sell-off in government 

bonds with US treasuries experiencing their greatest quarterly rise in yield since 2016 (yields still remain low, however). 

Commodities rallied to thirteen-year highs, leading cross-asset returns, as oil continued its rebound. Value stocks were a big 

beneficiary of the re-opening trade as leadership rotated away from the highly valued technology shares which performed so 

strongly last year as more people worked and shopped online. We remain optimistic as we expect strong cyclical recovery to 

continue. A service sector catch-up may push yields higher but do less for the profits of the quoted sector, however, and we 

are mindful of the impact of rising yields.  

• Please see our www.InvestmentClock.co.uk site for current views. 

 

  

http://www.investmentclock.co.uk/
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Asset split 

 

Regional equity split 

 

Source: RLAM. ‘Other’ region includes global fixed income exposures, which are sterling hedged and commodity exposures. Figures calculated 

on a ‘look through’ basis, reflecting underlying assets, not fund component weights. 

We take a holistic approach to fixed income management and fund weights relative to their respective benchmarks may not reflect tactical 

exposures. Figures calculated on a ‘look through’ basis, reflecting underlying assets, not fund component weights. 

*Includes allocation to RL Short Term Money Market Fund R (Acc) and cash at margin account and excluding cash backing for Futures 

Ten largest holdings 

 Asset type Weighting (%) 

RL Enhanced Cash Plus  UK Fixed Income 18.5 

UK Treasury 3.75% 2021 UK Fixed Income 14.0 

RL Short Duration Gilts Fund  UK Fixed Income 10.0 

RL Investment Grade Short Dated Credit Fund  UK Fixed Income 10.0 

RL Short-Term Money Market Fund  UK Fixed Income 6.5 

RL Short Duration Global High Yield Bond Fund UK Fixed Income 6.0 

RL UK Government Bond Fund  UK Fixed Income 4.9 

RL Asia Pacific Ex Japan Tracker  Overseas Equities 2.5 

RL Emerging Markets Equity Tracker Overseas Equities 2.5 

RL Ethical Bond Fund UK Fixed Income 2.5 

Total  77.4 

Source: RLAM. Information as at 31 March 2021 and correct at that date, unless otherwise stated. Figures exclude derivatives where held, 

subject to rounding. 
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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 1018. 

       

 


