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An eventful
2024
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Global equities

What important lessons did you
learn from 20242

| suppose | have learned that the equity markets
don’t always follow the rules! We have seen
markets move higher in 2024 (and 2023) with
barely a pause and all against a backdrop that
could be generously described as ‘mixed’. We have
seen gold prices as high as they have ever been,
oil much lower than one would expect, a cost-of-
living crisis in many parts of the world, relatively
muted economic growth, pretty high valuations and
geopolitical turmoil. However, markets continue to
move higher.

In 2024, much of the world went to the polls and
the vast majority of those elections across the
world saw the incumbents lose which, in many
ways, reflect certain uncertainties - many people
feel that their countries and their lives are moving
in the wrong direction, and they came out and tried
(mostly successfully) to change governments to do
something about it.
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In what way will 2025 be
different from 2024?

| would imagine that we should brace ourselves
for more of the same. In 2025, we stop voting
and we start watching as the winners must

roll up their sleeves and start to govern which
is never an easy task. In the UK, for example,
the Labour Party are learning, and very quickly,
that the spotlight shines far more brightly on
you when you are in power versus when you
are in opposition.
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What is your view on global
equities? Are there any areas

of global equities that you would
avoid or be cautious of investing
in next year?

For our portfolios, we try to focus on the
companies rather than take a particular macro view
and hence | don’t have much value to add regarding
regions or sectors. We try to diversify away the
factor risks where we can and allow the stocks to
do the heavy lifting.

Having said that, take a cursory look at equity
valuations around the world and we can see some
sizable differences. The US has led equity markets
higher while Europe and the UK, for example,
continue to lag, meaning the valuation difference
between these regions gets ever wider. But from
my perspective that is probably warranted. What
might change that is unclear. Resolution of the
conflict in the Ukraine might help - although
despite that clearly being good news, | doubt it
would be a major catalyst for markets one way or
another over the medium term

The trade of the year in equities must surely have
been Artificial Intelligence (Al) related with NVIDIA,
the poster child of the space, now having a market
cap of nearly USD 3.5 trillion and representing
nearly 5% of the MSCI World Index. So far, so
good. The question we must now ask ourselves: is
all the hype warranted or is it just that, hype? What
is undoubtably true is that the adoption rate has
been rapid. A recent paper by the National Bureau
of Economic Research indicates that some 39.4%
of the working population in the US used generative
Al in August 2024, which in terms of the adoption
curve, surpasses the PC and the internet. Having
said that, the adoption of Al to this point has been
predominantly individuals using free tools rather
than business adoption, which has been much
slower. Whilst many of the initial forecasts for Al on,
say, productivity gains were extremely impactful, |
am reading more and more reports downplaying its
potential impact. | don’t have all the answers, but |
do get the sense that the bulk of productivity gains
will be some way down the track and that the story
will be with us for many years to come. Are the
stocks expensive? One could probably argue that
either way.
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Civil unrest continues
to rise across the globe
caused by many factors,
not least economic
inequality and a
cost-of-living crisis.

What are your expectations
for geopolitics next year?

We worried about the conflict in Ukraine at

the start of 2024 and we continue to worry.
The Middle East added to those worries and
we, as investors, watch nervously hoping these
concerns are short-lived and wrestling with

the perhaps secondary issues of commodity
prices and how these may translate through to
inflation going forward - particularly as much of
the world broke the back of inflation in 2024. It
feels to me that we will likely see resolution to
some of these conflicts in 2025 which would
surely be good news, but | doubt tensions
across the globe will ease significantly.

There is clearly more to worry about than ‘just’
the conflicts we see on the news every evening.
We continue to see the rise of nationalism and
protectionism, and cyber-attacks are becoming
more severe and frequent. Civil unrest continues
to rise across the globe caused by many factors,
not least economic inequality and a cost-of-living
crisis, while we also worry about climate risks
and energy security. The list goes on and on and
each of these can impact the global economic
outlook in one way or another, influencing
growth, inflation, supply chains and, of course,
the financial markets. | suspect these issues will
consistently create headlines through 2025 and
the simmering tensions will manifest themselves
in many ways through the year, including some
we probably haven’t thought of yet.
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Nuclear power has many advantages
and disadvantages but probably
deserves its place in the energy mix,
although regulators need to keep a
close eye on the deep pocketed tech
companies and make sure they don't
monopolise all new power generation.
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What is your view on oil prices
in 20257

To my mind, the oil price would have been much
higher in previous years if the events of the past
year or so in the Middle East tensions had played
out back then. Arguably, the truth is that these
tensions have never been far away. So why isn’t
the oil price higher?

So far there is no evidence that oil demand is
falling - far from it. However, supply is more than
keeping up. We have started to see signs that
some large oil companies have cut back on growth
capital expediture in the last couple of years so
one wonders if the supply may roll over at some
point soon. Then we will debate if more investment
in exploration and production (E&P) is needed or
if we have enough alternative energy sources to
take up the slack. My suspicion is the former and
we may see oil prices a bit higher, on average,
through 2025, although | wouldn’t be taking a
position either way at this point, preferring to

be neutral to oil and spending a bit more time
working on other areas of the market that are a
little more forecastable.
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What does the landscape for
alternative energy look like?

2024 was another tough year for many solar
and wind-related stocks as higher interest
rates, competition, supply chain issues and
government subsidies moving in various
directions held back many stocks, leaving them
well below their 2022 peaks.

We saw a different story for nuclear stocks,
many of which sit at new highs as it appears that
nuclear power is now the ‘go to’ for big tech: the
likes of Amazon, Alphabet and Microsoft have

all done deals recently to secure some nuclear
power after investing fairly heavily in wind and
solar in earlier years. Nuclear power has many
advantages and disadvantages but probably
deserves its place in the energy mix, although
regulators need to keep a close eye on the deep
pocketed tech companies and make sure they
don’t monopolise all new power generation.

Indeed, the International Energy Agency recently
declared that after the ages of coal and oil,

we are now entering the age of electricity.
Renewables will obviously do much of the heavy
lifting with regards new electricity generation,
partially because of lower emissions, partially for
energy security but also because, increasingly,
renewables offer the cheapest option to

add power plants across the globe. Soggy
performance to one side, this power generation
theme isn’t going away anytime soon.
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Important information

Investment risks

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. Changes in currency exchange rates may affect the value of these investments.

Important information

For professional clients/qualified investors only, not suitable for retail investors.
This is a marketing communication.

This is a financial promotion and is not investment advice. Telephone calls may be recorded.
For further information please see our Privacy policy at www.rlam.com

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.

Bloomberg® is a trademark and service mark of Bloomberg Finance L.P. (collectively with its affiliates,
“Bloomberg”). Barclays® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates,
“Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary
rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approve or endorse this material
or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or
implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall
have any liability or responsibility for injury or damages arising in connection therewith.

©2024 MSCI Inc. All rights reserved. MSCI has no liability to any person for any loss, damage, cost, or
expense suffered as a result of any use of or reliance on any of the information.

This document is private and confidential and only for use by “permitted clients” in Canada. This document is
for information purposes only and is not intended as an offer or solicitation to invest. This document does not
constitute investment advice and should not be relied upon as such. Royal London Asset Management Limited
is authorized to provide investment services in Canada under the International Adviser Exemption. Royall
London Asset Management’s principal place for business is in the United Kingdom, and it is not registered as
a manager in the provinces of Alberta, British Columbia, Ontario, and Québec.

Issued in December 2024 within Europe (ex-Switzerland) by FundRock Distribution S.A. (“FRD”) the EU
distributor for Royal London Asset Management Limited. FRD is a public limited company, incorporated
under the laws of the Grand Duchy of Luxembourg, registered office at Airport Center Luxembourg, Level 2,
5 Heienhaff, L1736 Senningerberg, Luxembourg, and registered with the Luxembourg trade and companies
register under number B253257. FRD is authorized as distributor of shares/units of UCIs without making
or accepting payments (within the meaning of Article 24-7 of the 1993 Law), as updated from time to time.
FRD is authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF). Portfolio
management activities and services are undertaken by Royal London Asset Management Limited, 80
Fenchurch Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct Authority in
the UK, firm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited.

For Switzerland: Copies of the Memorandum and Articles of Association,the Prospectus, KlIDs and the
annual and semi-annual reports of the fund may be obtained free of charge from the fund’s representative
in Switzerland, ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich. The Paying Agent
in Switzerland is Banque Cantonale Vaudoise, Place StFrancois 14, CH-1003 Lausanne.

Issued in December 2024 within Switzerland and the UK 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.
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Contact us

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

Royal London Asset Management has partnered with FundRock Distribution S.A, who will distribute its
products and services in the EEA. This follows the United Kingdom’s withdrawal from the European Union
and ending of the subsequent transition period, as UK Financial Services firms, including Royal London Asset
Management, can no longer passport their business into the EEA.

Royal London Asset For advisers and wealth For institutional client queries
Management managers institutional@rlam.co.uk

80 Fenchurch Street bdsupport@rlam.co.uk +44 (0)20 7506 6500
London EC3M 4BY +44 (0)20 3272 5950

For any queries or questions coming from EEA potential investors, please contact:

Arnaud Gérard, FundRock Distribution S.A. Airport Center Luxembourg, Level 2, 5 Heienhaff,
L-1736 Senningerberg, Luxembourg +352 691992088 arnuad.gerard@fundrock.com

For further information, please visit www.rlam.com

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