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Short Duration Global High Yield Bond Fund

After 30 years of falling yields, we have
entered a period of market uncertainty
caused by higher inflation and interest
rates.

As aresult, investors are looking to
manage risk and find the right balance
between the two key sources of return —
capital and income.

To provide stability and dampen the
effects of short-term volatility on long-
term returns, investors are increasingly
looking beyond traditional focus areas
such as investment grade credit to
generate attractive returns.

In a volatile environment with risks

on the rise, finding a solution with the
potential to withstand a broad range

of economic and market scenarios will
become critical. The Royal London Short
Duration Global High Yield Bond Fund is
a potential solution to this issue.

By selecting high-quality seasoned
assets, which are defensively positioned

at the front end of the yield curve, we
believe that investors can enhance Fund facts

returns in a risk-controlled way. « Invests primarily in short dated

high yield bonds on a global

Investment philosophy basis.
The high yield market is global in * The fund may invest in short
nature, with the larger, more liquid US, maturity investment grade
diverse European and rapidly growing securities.
emerging mar‘ke.ts all offering di.ffer‘ent « Adefensive, liquidity focused
features. We believe that a genuinely high yield bond fund.
global approach offers both greater
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An investment approach for all market conditions

Global yet integrated approach

One team, no regional silos

Know what you know, know what you don’t

Focus on quantifiable risk, not unpredictable
uncertainty

Nimble & experienced

Established co-located team allows for efficient

decision making

No over-diversification

Discerning stock selection with strong individual

positions

Source: Royal London Asset Management for illustrative purposes only.
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Fund overview

Royal London Asset Management has
developed the Short Duration Global
High Yield proposition to meet client
demand for a truly global credit product
that aims to deliver an attractive level

of income with limited volatility, in an
increasingly uncertain environment.

We believe that our Short Duration
Global High Yield strategy is well-suited
to the needs of a range of investors in
terms of diversification, risk/return and
liquidity profile.

The fund will seek to outperformits
benchmark, SONIA, by 2% per annum
over rolling three-year periods (gross
of fees).

Fund positioning

The Royal London Short Duration
Global High Yield Bond Fund invests
primarily in hard currency short-dated
high yield bonds on a global basis.

This is a combination of bonds with

both near term final maturity dates and
with optional redemption features. The
strategy has been operated for decades
to exploit a persistent market inefficiency.

Credit rating agencies assign the same
rating on a company’s bonds, regardless
of their tenor. Given the influence that
credit rating agencies continue to have
over the market, spreads on offer do

not differ materially between short and
long duration bonds. However, when
defaults do occur in global high yield
markets, these are more likely to occur
at the start of the life of a bond. This fund
focuses on more seasoned bonds, which
are closer to their redemption.

As such, we believe that the fund can
achieve a disproportionately large level of
spread for the default risk it is exposed
to. With detailed credit analysis, we
believe that the default experience can
be reduced to virtually zero. Given the
shorter duration nature of the fund, two
key characteristics are observable.

First, the underlying volatility of the fund
is materially lower (broadly half that of
the wider market). Since launch the fund
has also experienced approximately
half the number of negative months, as
compared with the wider market.
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Geographic positioning

M Europe22.8%
B RoW 5.1%
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M US 58.9%

Credit rating positioning
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Sector positioning
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Past performance is not a guide to future performance. The impact of fees or other
charges including tax, where applicable, can be material on the performance of your
investment. Portfolio characteristics and holdings are subject to change without notice.
This does not constitute an investment recommendation. For information purposes only.

Source: Royal London Asset Management as at 31 July 2023. Excludes the impact of cash
and cash equivalent instruments held with the portfolio. Subject to rounding.



Second, the fund experiences a steady
inflow of liquidity, as the companies
redeem their near-term maturities as
a natural course of business. As such,
the performance of the fund has been
recognised by various third parties for
its excellence since inception.

Foreign exchange risk is mitigated by a
daily monitoring of the hedging position,
to ensure that returns are derived from
the underlying bonds and not currency
effects.

Investment process

The investment process combines our
top-down and bottom-up approach to
construct a portfolio of best ideas. The
investment process can be summarised
into three key steps, with ESG&C
(Environmental, Social, Governance
and Climate) analyses fully integrated:

1 Macro view
2 Risk overview

3 Stockselection

The Credit Cycle: : A framework that encourages active decision making.

A Benigngrowth Late cycle
EMD Short dated high
Secured high yield yield, Loans & ABS
2004-2007 1998-2002
2010-2014 2014 —-2020

2H2021-Q32022 Q82022 —present

Strategic Sector / region
credit cycle thematic traits

Rates

Return, risk
& volatility

fundamentals
parameters

Recovery Retreat/recession
Unsecured Sovereigns/
high yield investment grade
2H 2020 - 1H 2021 2002
2008-2009

1H 2020 Pandemic & Oil Crisis

>
’

Defaults

Navigating the cycle can improve returns and dampen volatility

Source: Royal London Asset Management. As at October 2023. For illustrative
purposes only.

Investment process

Business and issue
size

Geographic and
sectors

Ratings and credit
metrics

Risk overview Stock selection m:::;::gna:
1 |
¢ Creditcycle Credit ana|ysis Investment Main.tain and update
positioning credit outlook

Active management
(idiosyncratic risk,
news flows, results
monitoring)

Credit risk & relative
valuation

Instrument liquidity
and interest rate
impact

Review position,
performance and risk
profile

Instrument investor

base Quarterly ESG&C

portfolio review with
Rlteam

Sizing and sourcing

Allocation and

positioning Engagement follow up

Trade execution

T 100-200credic B 100-200creds

Robust credit selection process

Source: Royal London Asset Management, for illustrative purposes only.
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Macro view

At the macro level, our analysis starts
with a quarterly economic review which
covers all major economic regions and
focusses upon key variables such as
growth rates and inflation. This meeting
is also used to formulate our outlook
scenarios, including long-term default,
yield and interest rate forecasts which
help to shape our investment strategy.

We then combine this with the team’s
analysis of the credit cycle. We believe
that various parts of the credit universe
have differing characteristics and will
vary in performance under different
conditions (as illustrated in the The
Credit Cycle chart at the top of the
previous page). This analysis enables
us to develop our strategic view of the
market.

Risk overview

Our risk view builds upon our
macroeconomic outlook. Being
conscious of risk management, within
investment construction we look to
diversify the fund’s holding's by sector,
credit quality and regions. We will also
tilt holdings toward the areas where
we believe the greatest risk/return
attributes can be found. We overlay

certain thematic strategies, for example,
by removing companies where we believe
that business models cannot be forecast
or by avoiding certain unfavourable
creditor jurisdictions. We also exclude
bonds which do not match our volatility,
yield and liquidity characteristics.

Stock selection

The last and most important filter is
bottom-up fundamental credit analysis
— this is where we believe we add real
value through analysing individual
companies using a combination of
qualitative and quantitative techniques to
identify candidates which can potentially
service as strong versatile investments.
This universe of potential investment
candidates are then further assessed

on technicals including market liquidity,
volatility and yield and in combination
with our top down views enable us to
arrive at a selection of credits we believe
fit best within the fund to achieve our
fund goals and objectives.

ESG integration

While the fund has no official ESG
objective, ESG&C issues are a critical
component of our investment process as
the financial and broader economic impact

Seeking positive externalities through engagement

of ESG&C factors over the long term can
be crucial. The fund’s investment process
fully integrates analysis of both credit
quality and ESG&C characteristics with
the aim of seeking positive externalities
through active engagement.

As the fund is a long-term through-

the cycle product, active ESG&C
integration is critical to generating

the best possible outcome for all
stakeholders while encouraging
corporate issuers to improve disclosure
and transparency.

The Global Credit team leverages a
proprietary framework comprised

of exclusion and rating scores across
several factors to assess materiality.
This directly affects the credit rating
of the asset in question and subsequent
level of engagement with the potential
investment.

The Global Credit team also works
closely with our Responsible Investment
team on assessments. The chart below
illustrates the fully integrated nature of
the Short Duration Global High Yield
investment process.

Monitoring &
Management

Review

Credit
Review

Governance

Credit
Worthiness
Impact

]

No
Investment

Source: Royal London Asset Management, for illustrative purposes only.
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Experience and expertise

Royal London Asset Management has

a highly skilled, experienced Global
Credit team that has formed an enviable
reputation. The team has expanded as
we've developed new products and our

Biographies

assets under management have grown
over time. We have steered our portfolios
through changing economic conditions
and business cycles. We believe that the
most effective way of implementing our

investment philosophy is by experienced
managers undertaking the right type of
analysis, operating with the right team
structure that supports a collegiate
approach.

Azhar Hussain
Head of Global Credit

Azhar has 22 years direct experience of investingin an
array of strategies across the Global Fixed Income and
Leverage Finance arenas. He trained as a chartered
accountant with Deloitte before starting his investment
career as a high yield credit analyst at Gulf International
Bankin London. He subsequently became Head of
Corporate Debt responsible for IG & HY absolute and
relative return strategies. He left to join Insight as Head
of HY & Leveraged Loans before joining Royal London
Asset Management initially as Head of Global High Yield
where he has successfully launched strategies across the
Global Credit spectrum. Azhar holds a BA in Economics

Stephen Tapley

Senior Fund Manager

Stephen has 15 years’ experience of investing in global
credit. Stephen started his career at Gulf International
Bank as a High Yield analyst before moving onto Scottish
Widows Investment Partnership.

He joined Royal London Asset Managementin 2012,
where he helped to launch the Global High Yield and Short
Duration strategies in 2013. He has helped to manage
these strategies since inception.

Stephen is a CFA Charterholder and holds an MSc
in Financial and Industrial Mathematics from Dublin
City University.

& Law from SOAS, University of London and obtained a
MSc in Behavioural Science from the London School of

Economicsin 2018.

Fund Risks

Investment Risk: Past performance is
not a guide to future performance. The
value of investments and any income from
them may go down as well as up and is not
guaranteed. Investors may not get back
the amount invested.

Credit Risk: Should the issuer of a

fixed income security become unable

to make income or capital payments, or
their rating is downgraded, the value of
that investment will fall. Fixed income
securities that have a lower credit rating
can pay a higher level ofincome and

have an increased risk of default.

Efficient Portfolio Management
(EPM) techniques: The Fund may
engage in EPM techniques including
holdings of derivative instruments.
Whilst intended to reduce risk, the use

Royal London Asset Management

of these instruments may expose the
Fund to increased price volatility.

Exchange Rate Risk: Investing in assets
denominated in a currency other than
the base currency of the Fund means the
value of the investment can be affected
by changes in exchange rates.

Interest Rate Risk: Fixed interest
securities are particularly affected by
trends ininterest rates and inflation. If
interest rates go up, the value of capital
may fall, and vice versa. Inflation will also
decrease the real value of capital.

Liquidity Risk: In difficult market
conditions the value of certain fund
investments may be difficult to value
and harder to sell, or sell at a fair price,
resulting in unpredictable falls in the
value of your holding.

Emerging Markets Risk: Investing

in Emerging Markets may provide the
potential for greater rewards but carries
greater risk due to the possibility of

high volatility, low liquidity, currency
fluctuations, the adverse effect of social,
political and economic instability, weak
supervisory structures and accounting
standards.

Counterparty Risk: The insolvency of
any institutions providing services such
as safekeeping of assets or acting as
counterparty to derivatives or other
instruments, may expose the Fund to
financial loss.



Contactus

For more information about our
range of products and services,
please contact us.

Royal London Asset Management
80 Fenchurch Street
London EC3M 4BY

For advisers and wealth managers
bdsupport@rlam.co.uk
020 3272 5950

For institutional client queries
institutional@rlam.co.uk
0207506 6500

www.rlam.com

We are happy to provide this
document in Braille, large print
and audio.

117163 092023

For Professional Clients only, not suitable
for Retail Clients.

This is a financial promotion and is not
investment advice. The views expressed are
those of Royal London Asset Management

at the date of publication unless otherwise
indicated, which are subject to change, and is
not investment advice. Telephone calls may be
recorded. For further information please see
the Privacy policy at www.rlam.com

The Fund is a sub-fund of Royal London

Asset Management Funds plc, an open-ended
investment company with variable capital
(ICVC), with segregated liability between
sub-funds. Incorporated with limited liability
under the laws of Ireland and authorised

by the Central Bank of Irelandas a UCITS
Fund. Itis a recognised scheme under the
Financial Services and Markets Act 2000.

The Investment Manager is Royal London Asset
Management Limited. For more information on
the trust or the risks of investing, please refer
to the Prospectus or Key Investor Information
Document (KIID), available via the relevant Fund
Information page on www.rlam.com.

The “SONIA” mark is used under licence

from the Bank of England (the benchmark
administrator of SONIA), and the use of such
mark does not imply or express any approval
or endorsement by the Bank of England. “Bank
of England” and “SONIA” are registered trade
marks of the Bank of England. marks of the
Bank of England

Issued in November 2023 by Royal London Asset
Management Limited, 80 Fenchurch Street,
London, EC3M 4BY. Authorised and regulated
by the Financial Conduct Authority, firm
reference number 141665. A subsidiary of The
Royal London Mutual Insurance Society Limited.

BRRLAMPD 0160

T ROYAL
LONDON

ASSET MANAGEMENT




	Short Duration Global High Yield Bond Fund
	Investment philosophy
	Fund overview
	Investment process
	ESG integration
	Experience and expertise
	Contact us

