Royal London

Equity Funds

Fund Manager Commentary
October 2023

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

) ROYAL
LONDON

AAAAAAAAAAAAAAA



FUND MANAGER COMMENTARY — OCTOBER 2023

) ROYAL
LONDON

ASSET MANAGEMENT

Contents

Royal London Asset Management Equity Performance ...........ooocoueiiiiieiiiiiiiiiiieeee e 1
Royal London UK EqUity INCOME FUNG ......oiiiiiiiiiee ettt e et e e e e e e 2
Royal London UK Dividend Growth FUNG ...........coiiiiiiiiiiiiiee it 3
Royal London UK Mid Cap GroOWth FUNG ..........oeviiiiiiiiiiiiieieieieeeeeee ettt eeaeeeeeeeeeeeeeeeeeeeeeeeees 4
(240 )21l o] e (o] U1 Q@] o] oo (U1 11 =TSN U o o 5
Royal London UK Smaller Compani€S FUNG ........oovviiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeee e ee e eeeeaeeeeeaeaeaeeeeeaeeeees 6



FUND MANAGER COMMENTARY — OCTOBER 2023

Royal London Asset Management Equity

? ROYAL
LONDON

ASSET MANAGEMENT

Performance
1 month (%) Rolling 12 Months (%)

RL UK Equity Income M Inc -4.10 7.35
IA UK Equity Income Sector -4.24 5.61
FTSE All Share Index -4.09 5.89
RL UK Dividend Growth Fund M Acc -3.96 8.37
IA UK All Companies Sector -4.77 5.33
FTSE All Share Index -4.09 5.89
RL UK Mid Cap Growth Fund M Acc -6.15 -0.63
IA UK All Companies Sector -4.77 5.33
FTSE 250 ex-IT Index -6.90 0.14
RL UK Opportunities Fund M Acc -5.06 6.21
IA UK All Companies Sector -4.77 5.33
FTSE All Share Index -4.09 5.89
RL UK Smaller Companies Fund M Acc -3.53 -4.30
IA UK Smaller Companies Sector -5.97 -5.64
FTSE Small Cap ex-IT Index -5.88 5.30

PAST PERFORMANCE IS NOT A GUIDE TO 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 30 SEPTEMBER 2023. RETURNS QUOTED ARE NET OF FEES.
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Royal London UK Equity Income Fund

Portfolio Commentary

e  During October the fund returned -4.10%, which was in slightly ahead of its benchmark and the peer group, placing 45th
percentile. So far in 2023 the fund has returned +0.04%, placing 38th percentile.

o  Bond market worries and the events in the middle east put downward pressure on the UK equity market in October.
Defensive sectors such as consumer staples and utilities held up relatively well and oil stocks were strong. A number of
banks reported results and the reaction to those announcements was generally negative, as banks saw their interest
margins squeezed. Shares in the FTSE 100 company Rentokil were very weak after the company flagged softer trading
in its US business.

e  The most notable positive contribution to performance came from the holding in Restaurant Group, whose shares
jumped after the company accepted a takeover offer for the company from the private equity firm Apollo. The holding
in NatWest was weak after the company lowered its profits guidance due to customers moving their deposits into high
interest rate accounts.

o  The fund sold out of its holding in Restaurant Group, following the takeover offer, and also reduced the positions in
Sage and BP. The position in Drax was added to and the recently established holding in the ship broking company
Clarkson was added to.

Investment Outlook

e We continue to feel that our approach of investing in a broad range of companies from different sectors and stages of
their lifecycle is very appropriate and will allow performance to continue to be driven more by the success of our hunting
for undervalued long term cashflows than by the prevailing winds of the macroeconomy, or factors such as growth or
value styles being in vogue.

CITYVIRE n

Richard Marwood

Head of Income Equities
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Royal London UK Dividend Growth Fund

Portfolio Commentary

e  During October the fund returned -3.96%, which was better than its benchmark and ahead of the peer group, placing
21st percentile. So far in 2023 the fund has returned +1.20%, which is ahead of the benchmark and places the fund in
the top quartile of the peer group.

e  Bond market worries and the events in the middle east put downward pressure on the UK equity market in October.
Defensive sectors such as consumer staples and utilities held up relatively well and oil stocks were strong. A number of
banks reported results and the reaction to those announcements was generally negative, as banks saw their interest
margins squeezed.

e The holdings in Ascential and Restaurant Group were positive for performance, in both cases on the back of corporate
activity. Ascential has been working on a break-up of the company for some time, and sales of two of their divisions
were finally announced in the month, with a large chunk of the proceeds earmarked to be returned to shareholders.
Restaurant Group accepted a takeover bid from a private equity firm Apollo.

e  During the month the fund established a position in Spirax Sarco, a company that the fund has held previously, but
which was sold last year on concerns about the shares being excessively valued. Following a period of share price
weakness, the shares now appear more reasonable value for a company with attractive longer-term prospects. The fund
also added to existing holdings in Rentokil, Croda and Drax. The fund sold out of its holding in Restaurant Group, into
the bid for the company, and trimmed the weighting in Sage.

Investment Outlook

o  We continue to feel that our approach of investing in a broad range of companies from different sectors and stages of
their lifecycle is very appropriate and will allow performance to continue to be driven more by the success of our hunting
for undervalued long term cashflows than by the prevailing winds of the macroeconomy, or factors such as growth or
value styles being in vogue.

oy /e

Niko de Walden

Richard Marwood

Head of Income Equities Fund Manager
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Royal London UK Mid Cap Growth Fund

Portfolio Commentary

e  The UK Mid Cap Growth fund outperformed the benchmark (FTSE 250 ex IT) during October, with the fund returning -
6.2% relative to the benchmark’s return of -6.9%.

e  Global equity markets posted negative returns over the month, global bond yields surged higher. In the US, the 10-year
treasury yield rose above 5% for the first time since 2007 as ‘higher for longer’ central bank policy rates were priced in,
in response to a number of robust macroeconomic data points. The tragic events in the Middle East and outbreak of
war between Israel and Hamas also caused a general “risk off” trade. In the UK equity market, a number of companies
reported lower-than-expected earnings, and defensive sectors such as consumer staples and utilities performed better
than other sectors. Once again, several takeover bids were made for UK small and mid-cap companies during the month.

o Ascential and Restaurant Group were top contributors during the period. Ascential announced that it had agreed terms
to sell both WGSN, its trend forecasting business, and Flywheel, its digital commerce businesses, for cash proceeds of
£1.2bn. Most of the proceeds will be returns to shareholders, and the resulting simplified group will remain listed in the
UK, operating their high quality Cannes Lions and Money 20/20 events. While the valuations achieved on the two
divestments is below the top end of analyst expectations, it nevertheless compares favourably to the market
capitalisation of the group before the deal, while the transaction also removes the risk and cost of prior plans to spin out
the Digital Commerce business unit onto the US stock market. Restaurant Group was subject to a takeover approach
by private equity firm Apollo, at a substantial premium to the undisturbed share price.

e Detractors to performance included pest control group Rentokil, and specialist telecoms and network testing group
Spirent Communications. Rentokil reported lower-than-expected growth in its North American pest control division,
and while this was somewhat disappointing, the region still grew organically and management reiterated expectations
for synergies from last year's acquisition of Terminix. Results outside of North America were in fact better than
expected. Spirent Communications issued a profits warning, as some large US telecoms customers delayed capital
expenditure due to macro uncertainty. This is a timing issue rather than a fundamental change in their end market,
however as Spirent continue investing significant amounts into research and development, the impact on profits is
material. Their Telecoms customers will resume spending in time, to support 5G and fibre network expansion, and
Spirent’s significant net cash balance sheet provides them the flexibility to maintain headcount and product investment
through this period of softness.

e The fund initiated a new position in Trainline, the market leading online ticket retailer in the UK and Europe. Trainline
has developed a market leading technology platform, high brand awareness and has a track record of product
innovation. The technology stack is extremely scalable, enabling high profit margins and cash conversion, while their
end market continues to grow as UK and European travellers increasingly purchase tickets online rather than at stations.
Despite making significant operational progress in the last three years, the share price is valuing the company at a
significant discount to historical valuation multiples, while the business remains capable of growing earnings at mid teens
percentage rates over the medium term.

ALPHA
4\ MANAGER 2022
i Henry Lowson
Henry Lowson

ﬁ‘ Head of UK Alpha Equities
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Royal London UK Opportunities Fund

Portfolio Commentary

e  The UK Opportunities fund produced a return of -5.1% during the month and underperformed the benchmark (FTSE All
Share). To some extent this was attributable to the fund’s overweight to small and mid-cap equities as these companies
underperformed their larger FTSE 100 peers.

e  Global equity markets posted negative returns over the month, global bond yields surged higher. In the US, the 10-year
treasury yield rose above 5% for the first time since 2007 as ‘higher for longer’ central bank policy rates were priced in,
in response to a number of robust macroeconomic data points. The tragic events in the Middle East and outbreak of
war between Israel and Hamas also caused a general “risk off” trade. In the UK equity market, a number of companies
reported lower-than-expected earnings, and defensive sectors such as consumer staples and utilities performed better
than other sectors. Once again, several takeover bids were made for UK small and mid-cap companies during the month.

e Ascential was a significant contributor to performance. The company announced that it had agreed terms to sell both
WGSN, its trend forecasting business, and Flywheel, its digital commerce businesses, for cash proceeds of £1.2bn.
Most of the proceeds will be returns to shareholders, and the resulting simplified group will remain listed in the UK,
operating their high quality Cannes Lions and Money 20/20 events. While the valuations achieved on the two
divestments is below the top end of analyst expectations, it nevertheless compares favourably to the market
capitalisation of the group before the deal, while the transaction also removes the risk and cost of prior plans to spin out
the Digital Commerce business unit onto the US stock market. Imperial Brands also contributed to the performance of
the fund following an update revealing in-line trading and that the company was going to conduct another significant
share buyback.

o Rentokil and St James’ Place were detractors to performance during the month. Rentokil reported lower-than-
expected growth in its North American pest control division, and while this was somewhat disappointing, the region still
grew organically and management reiterated expectations for synergies from last year’s acquisition of Terminix. Results
outside of North America were in fact better than expected. St James’ Place was a detractor as the business confirmed
it was overhauling its fee structure. Whilst this is likely to constrain earnings growth in the short term, St James’ Place
is a market leader in a structurally growing market and a significant opportunity remains in the medium to longer term.

e In terms of trading activity, the fund initiated a new position in Boku. Boku is a leading provider of mobile payment
solutions which enable consumers to easily transact with merchants, and the company has a blue-chip customer base
which includes Netflix and Amazon. Going forward the business should deliver strong revenue growth from greater
adoption of these payment methods as well as from new merchants signing up to use Boku’s services. The business
remains attractively valued for the growth on offer and the economic moat it has developed. The position in Boku was
partially funded by trimming a number of holdings, including Intermediate Capital Group, following our concerns about
the implications of a higher interest rate environment on private markets.
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Royal London UK Smaller Companies Fund

Portfolio Commentary

e  The UK Smaller Companies fund comfortably outperformed its benchmark (FTSE Small Cap ex IT) by 2.4% during the
month. The fund also performed strongly relative to its peer group, with the fund placing 7th percentile for the month of
October.

e  Global equity markets posted negative returns over the month, global bond yields surged higher. In the US, the 10-year
treasury yield rose above 5% for the first time since 2007 as ‘higher for longer’ central bank policy rates were priced in,
in response to a number of robust macroeconomic data points. The tragic events in the Middle East and outbreak of
war between Israel and Hamas also caused a general “risk off” trade. In the UK equity market, a number of companies
reported lower-than-expected earnings, and defensive sectors such as consumer staples and utilities performed better
than other sectors. Once again, several takeover bids were made for UK small and mid-cap companies during the month.

e Kin + Carta, Restaurant Group and YouGov were contributors to performance during the month. Both Restaurant
Group and Kin + Carta were subject to recommended all cash takeover offers by private equity buyers, substantial
premiums to their undisturbed share prices. While it is encouraging to see that some buyers see the significant value
opportunity we're presented with in our investment universe, it is also frustrating to see good companies sold at prices
which don’t necessarily reflect their long term earnings potential, but rather valuing them off very short term expectations.
YouGov’s shares performed strongly following a robust trading update, reiterating earnings expectations for this coming
financial year. This was particularly pleasing as the company’s share price had declined significantly prior to the results,
as investors had been concerned about the spending patterns of their large US technology customers.

* Alfa Financial Software and Oxford Instruments were detractors to performance. Alfa Financial Software’s share
price fell following news that the company had terminated discussions with private equity, who had been considering a
takeover offer for the company. Oxford Instruments issued a trading update which slightly reduced earnings
expectations for the year. Nevertheless, their order intake had remained robust as customer demand generally held up,
and their net cash balance sheet leaves them with significant positive optionality to invest into M&A or organic expansion.

e  Trading activity during the month was quiet, although the fund added to a range of holdings including Advanced Medical
Solutions, Gamma Communications and Chemring.

ALPHA
MANAGER 2022

Henry Lowson

Henry Lowson Henry Burrell

i/ Head of UK Alpha Equities
<
9

Fund Manager




FUND MANAGER COMMENTARY — OCTOBER 2023

? ROYAL
LONDON

ASSET MANAGEMENT

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.COM.

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") HAS
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: 80 FENCHURCH STREET, LONDON, EC3M 4BY. 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 PD 0017.



