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What important lessons did you
learn from 202572

The first observation is one that perhaps sits
uneasily in an outlook piece — that even with
perfect foresight of economic and geopolitical
events, investors might not necessarily make the
right call as to how markets might react. At the
start of the year, being told that we would be ina
world with ongoing large-scale military conflicts,
a growing realisation that the finances of many
governments are seriously stretched and that
the US President would be intent on upending
the existing global trade status quo, would an
investor be expecting to be sitting on UK equity
market gains comfortably into double digits?
Probably not. That is why, within our equity team,
we spend the majority of time analysing the
fundamentals of companies, rather than trying to
predict macroeconomics.

The general gloom around market news
contrasted with market returns highlights

UK equities

animportant point: It is always important to
remember to detach narrative from valuation.
Investment is not just a question of looking for
stocks with a great story — what you pay for that
story is also crucial. A critical determinant of
how successful an investment is the price you
pay foritin the first place.
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In what way will 2026 be
different from 20257

That is extremely hard to predict, but we can
be certain that it will be different. 2026 will be
my 80th year working in the financial markets
— a period that has seen the dotcom boom and
bust, 9/11, Global Financial Crisis, Brexit
and Covid, to name but a few of the market
fuelling and market shaking events. The market
always finds new things to throw at investors,
but these events are part and parcel of equity
investing and over time this volatility creates
opportunities as well as challenges.

What is your view on
UK equities?

| have never subscribed to the view espoused
by some, that the UK is a dinosaur market,
devoid of interesting business. Our market
continues to contain plenty of world-leading
businesses with interesting products,
technologies and market positions. Compared
to many other markets, lots of these
businesses are attractively valued too.

To reiterate an earlier point, mood music and
returns are not the same thing. Over the last
five years there has been plenty of gloomy
rhetoric about the UK equity market, yet over
that five years investors have seen average
annual returns in double digit percentages —
in fact the FTSE All-Share index has almost
15% per annum over the past five years.'

What are your expectations
for inflation and interest rates
next year?

While | feel that interest rates will probably
edge down alittle, | also believe that inflation

is likely to remain sticky and higher than long-
term targets. This is in part due to my view
around how indebted many governments are.
With debt there are two ways to clear it — pay it
off or default onit. Most governments are not
in a position to do the former and as they run
deficits and therefore need to take on further
debt, cannot do the latter. There is a third way
— borrow today a pound and pay it off with a
somewhat devalued pound in the future. That is
the mechanism of inflation and something that
we all witness every day. What we can buy with
£5 today is significantly less than what we could
buy with £5 only a few years ago.

"Source: RLAM as at 31 October 2025.
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What does the landscape for UK
equity dividends look like?

1 Dividend payments remain very healthy in
Whlle I feel that . the UK. TEeymar‘ket offers an a)t/tr‘aotivi
interest rates will dividend yield of over 3% and the levels of

those dividends has risen over time. Growth in
PObabI ed e dividends is part of what can help equities offset
down a Iittle, | the impact of inflation on savers.
also believe that In recent years, in addition to dividends,
. . S T investors have also benefited from share
|nﬂat|0n IS Ilkely to buybacks. UK companies have been huge
. . buyers of their own shares. Every morning, |
remain StICky and r*egd the regulated news ser*vice{hat provides
highep than Iong- investors with their official news about
companies and dozens of these news items
ter‘m tar‘gets. are titled “Transaction in own Securities” —

announcements of how many of its own shares
a company has bought and cancelled. In the
long term this can help augment future dividend
growth, as the future profits of a business are
spread across a smaller number of shares.
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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/wholesale 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.

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. Royal 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 2025 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, L-1736 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, KIIDs 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 St Frangois 14, CH-1003 Lausanne.

For Australia: For Wholesale clients only. Royal London Asset Management Limited is exempt from the requirement to
hold an Australian financial services licence under the Corporations Act (as a result of the operation of ASIC Class Order
03/1099 as amended by the ASIC Corporations (Repeal and Transitional) Instrument 2016,/396 and extended by ASIC
Corporations (Amendment) Instrument 2020,/200) in respect of the financial services it provides to wholesale clients in
Australia and is regulated by the Financial Conduct Authority under UK laws which differ from Australian laws.

Issued in December 2025 within Switzerland, Australia 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, 80 Fenchurch Street, London, EC3M 4BY

Contact us

UK

For advisers and wealth For institutional client
managers queries
bdsupport@rlam.co.uk institutional@rlam.co.uk
+44(0)20 3272 5950 +44(0)20 7506 6500
Switzerland

For all investors:

john.parkin@rlam.com
+44(0)20 32725912

Germany
For all investors:

immo.gatzweiler@fundrock.com
+49 15154725296

FundRock provide EU Management Company services to RLAM.

Spain
For all investors:

mrona@altamarcam.com|
+34 9129007 28

Proud to partner with Altamar Capital to serve clients in Spain.

All other EEA investors

For all investors:

arnaud.gerard@fundrock.com
+352 691992 088

FundRock provide EU Management Company services to RLAM.

Australia
For all investors:

kevin.haran@rlam.com
+61(0)413 138055
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