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Introduction

Chairman’s introduction
Welcome to your Assessment of Value report. This report is
designed to give you an update on the funds that we manage
on your behalf and show what we are doing to ensure that you
are receiving value for money. What is value for money? In
my view this starts with performance and costs, but also looks
more closely at the quality and range of service provided.
However, we view this document as having a wider objective.
Many investors are more interested in their investments,
not only in the short term, with issues such as coronavirus,
but with respect to longer-term factors such as corporate
governance and the assessment of environmental concerns.
This report covers funds provided by Royal London Unit
Trust Managers (RLUTM) assessed as at the end of
March 2020. RLUTM, through the Board of Directors,
has a responsibility to ensure that your funds are managed
competently and that these deliver value for money to you
as a fund investor. As part of this, RLUTM has appointed
Royal London Asset Management (RLAM) to make the
investment decisions for your funds. The legal structures
necessary to create and manage funds can seem complex,
but it is worth noting that both RLUTM and RLAM are
wholly owned by the Royal London Mutual Insurance
Society Limited. Given that it can be confusing to refer to
actions taken by RLAM or RLUTM, we will usually refer
simply to Royal London throughout this report.

continued without interruption and that there was frequent
client communication both in terms of what Royal London
was doing and what was happening in wider investment
markets. You can read more about managing the coronavirus
situation in the About Royal London section on page 6.
Royal London has enjoyed considerable success in recent years,
with strong performance and market-leading investment
funds attracting additional assets from both existing and
new clients. For readers less familiar with Royal London,
we have included a short section giving an overview of the
company. Royal London is committed to being transparent
with clients – for example, making its voting record on the
shares owned in its funds available on the RLAM website
for many years. The Board will continue to press for such
transparency so that you have access to a regularly refreshed
flow of useful information, in addition to this annual report.
As this is the first Assessment of Value report, we are
keen to hear your feedback so we can deliver an even
better customer experience for you. Please contact us on
AssessmentofValue@rlam.co.uk
I hope you find the report useful, and thank you for your
continued investment with us.
Andrew Carter
Chairman, Royal London Unit Trust Managers

The Board consists of Royal London experts as well as
experienced, independent non-executive Board members
all of whom have to be registered with and approved by
the Financial Conduct Authority (FCA). In our view, this
combination of in-house and external oversight ensures that
your assets are being managed as you expected when you
invested. You can read details on the individual members of
the Board on page 7.
The process of continual review of performance, cost and
service is not a new one for us. In the past decade we have
closed funds and share classes that we felt were no longer
suitable for investors. Where necessary we have changed
fund managers to help drive better performance, and
reduced fees on a number of funds.
These changes are the most visible. However, Royal
London has also made changes in the background
to ensure that our funds meet changing regulatory
requirements and operate more efficiently. Most
notably, this includes substantial investment in
infrastructure – which was essential when it came
to the coronavirus outbreak. We have included a
short section covering how Royal London moved
smoothly to lockdown in March 2020. While
markets were extremely volatile, this meant that
management and administration of your funds
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Royal London and Royal London
Asset Management
Adding value for over 150 years
Founded as a friendly society in 1861, Royal London’s
mission was to secure its members’ financial stability.
Nothing has changed. Royal London Asset Management
was set up in 1988, initially to manage assets on behalf of
Royal London members, and then to the wider market.
The following 30 years have seen both RLAM and its parent
enjoy huge success to become significant parts of their
relative sectors within the UK financial services industry.
That success is built on a culture of free, fresh and innovative
thinking and investment strategy. That results in a measured,
stable and independent approach to managing assets, which
avoids fads, passing trends or a ‘me too’ take on investing.

Adding value for today
• Putting investors’ goals first
	We aim to provide the right mix of risk and return potential
to meet your goals.
• Prioritising trust and transparency
	Our relationship with our clients is about trust. And in
financial services, trust is gained through transparency.
• Expertise in ‘active’ investing
	If our clients are paying for active management and the
potential of benchmark outperformance, that is what
we deliver.

Adding value for tomorrow
• Responsible investing
	We believe that better-run companies make better
investments.
• A responsible company
We aim to create a positive, inclusive and flexible culture.
• A long-term strategy
	We have no shareholders to force us into shortterm thinking.

What Royal London is doing for its
clients today
Putting investors’ goals first
Whatever your financial situation, we aim to provide
the right mix of risk and return potential to meet your
investment goals.
Investing for us is about creating funds that work for you.
We manage funds that provide a one-stop investment
solution, as well as funds that focus on specific areas of
specific markets. This means investors, often working with an
adviser, can create the overall portfolio that works for them.

We are strong advocates of both active and passive
management in the right places. What matters is delivering
for clients. We therefore take a pragmatic view, offering
active solutions where we feel that talented teams can
deliver, and passive funds where cost-effective market
exposure is the top priority.

Prioritising trust and transparency
Our relationship with our clients is about more than
returns, it’s about trust. And in financial services, trust
comes from transparency.
Royal London aims to be clear, honest and open in how
it talks to advisers. This can be seen in numerous ways –
for instance in how we share our company voting record
publicly, or how we have historically reported transaction
costs. Another example was the implementation of
recent regulatory changes, which highlighted the issue of
investment research costs and whether these are charged to
funds or clients. As you would expect from a mutual, clientfocused company such as Royal London, it was easy for us to
say that we will bear all such costs, across all asset classes.
The way we talk to you is always open, honest and
clear, whether in our agreements, thought leadership or
reporting. Clients are provided with regular information on
investments and our thinking – so you can make the right
decisions for you.

Expertise in active investing
If our clients are paying for active management and the
potential of benchmark outperformance, that’s what we
will deliver.
‘Active’ management is the process of trying to provide a
better return than a market benchmark such as the FTSE
100, while a ‘passive’ fund will try to merely match the
benchmark (see Glossary on page 23).
At Royal London, we believe in research-led investing
– looking at ‘big picture’ indicators such as economic
growth and inflation, while also looking in more detail
at the individual characteristics of companies we invest
in when building active portfolios. Market indices are
useful yardsticks, but they can never be the basis for active
portfolio construction.
Where we are charging an active manager fee, we deliver
an active portfolio. Our funds are monitored to ensure their
active share – or difference from their benchmark index – is
high and that investors are getting what they pay for. We
aren’t afraid to have our funds look very different from
the index.
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Our active portfolios are built and developed by our
dedicated, democratic teams – we believe that this produces
better long-term returns than a ‘star manager’ approach.
Avoiding a star-manager culture reduces the effect of one
individual’s leanings and provides a wider base for ideas that
can help achieve the best risk/return pay-off.

How Royal London looks to the future
A leader in responsible investing
Why is investing responsibly an integral part of
our business? Because better-run companies make
better investments.
We were a market leader in the sustainable-investing space
for two decades before integrating environmental, social and
governance (ESG) criteria became a major part of the asset
management industry. For us, these issues have never fallen
under the ‘nice to have’ banner – ESG has always been
fundamental to the way we analyse and invest in companies.
What does all this mean in practice? We have a Responsible
Investment team, made up of specialists in assessing ESG
factors and engaging with companies to try to encourage
better management. However, all of our investment
teams look at these factors: in today’s world, ignoring or
downplaying ESG issues will hurt investor returns. We
do manage funds that have explicit ESG-related elements,
but every fund we manage incorporates this approach to
some degree.
We see ourselves as ‘active owners’. So we engage with the
companies whose shares and bonds we hold on your behalf.
‘Engagement’ covers a range of activities, from visible ones
such as voting at company meetings, to using our influence
behind the scenes, talking to company management about
obvious issues such as executive pay and equally important
areas such as cyber security or succession planning.
This is a major part of RLAM activities, and the annual
Stewardship Report provides a comprehensive overview of
the activities this includes. This is available here.

Running a responsible company
We engage with the companies we invest in to help them
improve their ESG credentials, and hold ourselves to the
same standards.
Not only are we committed to our clients, we’re committed
to creating a positive, inclusive and flexible company.
Royal London’s culture is grounded in our ‘Spirit of Royal
London’ ethos, based on core principles of how we treat

colleagues and customers alike. And it’s why we made our
People Commitment, which looks to build a diverse, skilled
workforce, that helps to create the right conditions to deliver
for our clients.
Diversity and inclusion are often seen as just a social aim
rather than business-related. We disagree. We want to build
the best teams and see little point in restricting the potential
pool of candidates. We spend a lot of time and resources
finding the right people to join our company – we want to
create an inclusive, rewarding workplace environment so
that they deliver for our clients.

Always looking to the long term
Investing is a long-term pursuit, and that is even more true a
statement in today’s volatile and fast-changing world.
Our views will never be skewed by the need to chase returns
in the next few months – our clients have longer-term
investment goals and this matches our approach. We have
no shareholders to push us into short-term thinking. Our
independent, long-term vision ensures that we can build a
business fit for the future and fit for our clients.

Coronavirus
The outbreak of the coronavirus and the lockdown seen in
the UK had a major impact on our business. The health and
safety of our clients and staff was of the utmost importance
to us. While we could not have predicted the outbreak or
its severity, we have a long-standing business continuity
plan in place, to ensure that we can react effectively to the
unexpected and continue to look after our clients and their
assets as they would expect.
We had invested in and rigorously tested our IT
infrastructure, meaning that when the UK went into full
lockdown, more than 98% of our staff were able to work
remotely without interruption, with only a small number
of critical staff continuing to work in our offices. This
represented a significant change for our teams, but we were
able to move swiftly to this new way of working.
During the difficult market conditions, this meant that we
were effectively able to function as normal – fulfilling our
promises to investors in our funds while safeguarding the
health of our staff. We believe that this demonstrates the
value of both our emergency planning and investment in
systems and processes in recent years. As well as ‘business
as usual’ activities, we increased communications with
clients, to keep them actively informed about what was
happening to their funds and how we were managing these.
While we hope that dramatic measures are not required
again, this is an aspect of our overall service that we will
continue to invest in.
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RLUTM Board
Andrew
Carter
Chair

Andrew became Chairman
of RLUTM in April 2002 and
is also CEO of Royal London
Asset Management. He joined
Royal London in 2001 as
Chief Investment Officer of
RLAM and became CEO in
2003. Andrew graduated
from Oxford University with
a degree in Modern History
and Economics and began
his investment management
career in 1983 with Provident
Life as a UK Equity Analyst
before moving on to Mercantile
& General Reinsurance and
then Gartmore, where he
became Head of UK Equities
in 1999. He is a Fellow of the
Institute of Directors.

John Brett
Non-Executive
Director

John joined RLUTM in
September 2019 as an
independent non-executive
director. He has held a
number of senior roles in asset
management over the last
20 years including CEO of a
wealth management firm, Head
of Distribution for Aberdeen
Asset Management and Sales
& Marketing Director for
Scottish Widows Investments.
He is a qualified lawyer and
has held senior positions
responsible for legal, risk,
governance, products and
strategy. He is currently the
non-executive chair of a wealth
management business.

Nora
O’Mahony
Non-Executive
Director

Nora holds over 20 years of
experience in the asset and
investment management sector
at both senior management and
Board level positions. Nora was
appointed to the RLUTM Board
on 13 November 2019. Nora
brings a wealth of knowledge
in product development,
distribution, fund management
and investment strategy.

Andy Hunt
Executive
Director

Andrew joined Royal London
in December 2015, joining the
Board of RLUTM in July 2017
and becoming Chief Financial
Officer of RLUTM and RLAM
in January 2018. He has
responsibility for all aspects
of finance including business
performance, statutory and
regulatory reporting, and the
ICAAP. Andrew is also Client
Money Oversight Officer
for RLUTM and RLAM,
responsible for the protection
of client money and assets.

Rakesh Kumar

Susan Spiller

Rob Williams

Cat Read

Executive
Director

Executive
Director

Executive
Director

Executive
Director

Rakesh joined RLAM in April
2011, joining the RLUTM
board in June 2017 and is
RLAM’s Operations Director.
He is responsible for the
management and oversight of
the investment and operational
aspects of RLAM’s business.
He has expertise in providing
leadership, influencing
business growth and
implementing and managing
change to drive organisational
performance. Rakesh holds a
BSc in Management from the
University of St Andrews along
with an Executive MBA from
Cass Business School. He has
over 10 years’ experience in
the global financial sector.

Susan joined the RLUTM
board in June 2017 and is
Head of Proposition at RLAM
where she is responsible
for product development,
product governance, insight
and strategy. She joined
RLAM in March 2002. Prior
to this she has built up a strong
background in a wide variety
of sales, marketing, product
development, and investment
management activities. Her
experience includes 15 years’
experience working at
Charles Schwab & Co, Fidelity
Investments, and State Street
Bank & Trust Co. Susan has a
BA degree in Economics from
Duke University and an MBA
from Stanford University.

Rob was appointed to the
RLUTM board in July 2013,
after joining RLAM in January
2013 as Head of Distribution
with responsibility for
sales, marketing, product
development and client
account management. He has
over 25 years’ experience
of the asset management
industry, and prior to joining
Royal London held senior
distribution roles at Old
Mutual and JPMorgan Asset
Management covering both UK
and international markets. Rob
holds a Bachelor’s degree from
Royal Holloway, University of
London and an MBA from the
University of London.

Cat has 18 years’ experience
in financial services. She
was appointed to the Boards
of RLUTM and RLAM in
January 2018, having joined
the RLAM Executive as the
Chief Operating Officer. The
role is fully accountable for
RLAM’s operating model
spanning operations, data,
change and technology. Cat
is a Chartered Accountant
and joined Royal London from
PriceWaterhouseCoopers
LLP where she was a Director
within the Insurance and Asset
Management Risk Assurance
Services practice.
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Our approach

Assessment of Value –
methodology
Introduction
Throughout the year, we look at how our business is adding
value for our clients and focus on the areas where we can do
better. The purpose of this report is to give you an insight
into this process – where are we adding value and what
measures are we putting in place where we are falling short
of our clients’ and our own high standards.
In our 2021 Assessment of Value, we will revisit the issues
we have identified in this report and let you know if the
measures we have put in place have worked or if we have
more to do.
In this section, we’ll talk about the issues we are
investigating, our methodology and how you can interpret
our findings.

Following our consultation, we settled on 19 questions
across our three broad categories of performance, service
and cost – these would be used to determine where we were
adding value and where we were falling short.

Service

This includes topics that
assess our levels of customer
care and whether we are being
fair to the customer
Fair treatment
on costs and prices
These are measures that
assess if we have a fair
pricing model across
different customer segments
and also whether we are
passing economies of scale
on to customers

Delivering what
we said
These are measures
that assess our customer
care and fair treatment
with regards to what was
promised in the
objective, policy and
prospectus

Assessment of Value over the past
12 months

AoV
framework

Assessing value is an ongoing process at Royal London, so
we want to share with you details of how we’ve sought to
add value to our processes over the past year.
In 2019, we reviewed the way we talk to our clients
In February 2019, we reviewed the language we use to
inform retail investors about our funds. We believed,
looking at the language used in prospectuses and key
investor information documents, that more could be done
to ensure that prospective clients understood exactly what
they were investing in and the risks involved. We consulted
widely before settling on what we felt was the appropriate
language and structure for these documents.

Performance

This includes
assessment on whether
we are performing well
against the benchmark

Costs

Performance vs prices
We also assess the relationship
between performance and price
and compare it with peers

This includes topics
that assess the costs we
incur and compare it
with our prices

Performance
What do we mean by good performance?

We believe that trust and good service are, in part, achieved
through transparency. Being transparent means giving
investors the information they require in the simplest form
possible – allowing them to make informed decisions about
their investments and finances.

This sounds straightforward but this is not always the case.
When we launch a fund, we state in the prospectus what the
investment objective is. This may be to produce a return that
is better than cash, a group of competitor funds, or a market
index such as the FTSE 100.

Understanding this Assessment of
Value report

Whether you are invested in one of our active equity or bond
funds, or a passive fund, you will be able to clearly see if our
independent process has identified any noticeable periods of
underperformance that need to be investigated.

To construct our Assessment of Value report, we undertook
a wide-ranging analysis and consultation, using both data
and more qualitative inputs spanning the firm, the Board
of Directors, external consultants and data providers, and a
number of our clients. We wanted to challenge ourselves –
we wanted to know what ‘good value’ might look like for our
investors across a number of issues that matter to them.

We’ll let you know what measures we are putting in place if
your fund is significantly underperforming the benchmark.
We’ll also let you know what we are doing if one of our
passive funds is producing performance that is not tracking
its chosen index.
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What kind of questions are we asking ourselves
on performance?
• Are we performing in line with or better than your
expectations?
• Are we performing well against stated comparators?

Service
What do we mean by good service?
Here we are assessing our levels of care and whether we are
being fair to customers. Service in asset management is, in
many ways, about transparency – do we action customer
requests and provide transparent information on an accurate
and timely basis? By assessing our level of service, we
wanted to ensure that customers continue to receive the
range and quality of the information they need.
We’ll let you know what measures we are putting in place if
complaints or other measures indicate poor customer service
outcomes. We’ll also let you know what we are doing if you
are eligible for a lower fee share class.
What kind of questions are we asking ourselves
on service?
• Are we providing a good customer experience?
• Are we delivering what we have told customers to expect
from us?

Cost

Our fund traffic light system
For each fund – under our performance, service and cost
categories – we have used a traffic light system that lets you
know at a glance where your fund is performing well and
where it is falling short.
You will see in the below example that we provide our ratings
for each category and, if there are any amber or red traffic
lights, the page where you can find further information.

l Green

If your fund has been allocated a green rating, no issues have
been identified. However, this is not to suggest that we are
not looking to add further value to your investments in the
months and years ahead.
l Amber

An amber rating means our data has captured a potential
deterioration in the value for one of our funds and flagged
it for review. We will let you know what we are doing to
monitor or address the issue. Such measures will likely
be less dramatic than for funds allocated a red rating,
so monitoring or more regular reporting, as opposed to
making radical changes.

How do we assess whether our costs are reasonable?

l Red

The fees our clients pay should be even-handed, both in
terms of the service being purchased and compared with
the wider market. This is also a question of economies of
scale – as funds get larger, are we using that size to negotiate
better pricing on services such as auditors? As part of the
value assessment, we looked at whether savings are being
passed on to customers – are your costs coming down as the
business grows and more attractive contracts are signed with
service providers?

Where a fund has been allocated a red rating for any one
of our performance, service and cost categories, we will set
out what actions we are taking. This could take the form
of a change to the investment process, new resources or
reducing charges.

We’ll let you know what measures we are putting in place if
your fund or share class is more expensive than it should be,
taking account of both costs of managing the fund and peer
group comparisons.
What kind of questions are we asking ourselves on cost?
• Are the fee levels we charge customers reasonable?
• Are we effectively negotiating costs with our service
providers on your behalf?
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An overview of our Assessment
of Value findings
Performance

Service

What were we looking for?

What were we looking for?

Our performance analysis focused on the following areas:

We looked at how our customers view the service we
provide, focusing on the following areas:

• Performance versus stated objective
• Performance against benchmarks (where relevant) over
one, three, five and seven years

• Feedback from our customers

• Performance versus similar competitor funds over one,
three, five and seven years

• Services delivered to our customers by third-party providers

• Our funds’ balance of risk and return
What did we find across our company and range of funds?
Performance reviews are not new for the Board. As
performance is such an important component of overall
value to investors, both the Board and Royal London place
a great emphasis on constantly monitoring performance and
addressing any potential issues – as can be seen by some of
the comments on the European Opportunities and Property
Funds (see page 15 and page 16).
On the whole, performance across Royal London’s range of
funds remains strong, with the majority of funds delivering
consistently good results against the criteria we have
identified above.
We did not classify any of our funds as having a red
warning, which would have triggered fundamental reviews
of management teams, fund resources or investment
processes. However, we have identified a small number
of funds that have received amber ratings – meaning that
performance is slightly below where we would expect
it. In general, this is over short time periods rather than
the defined investment horizons in the prospectus, but is
something we will monitor closely (please see page 14 for
details of individual fund ratings).
It is worth noting that we looked at performance to the end
of March 2020 – which included some of the most volatile
market conditions for over a decade, as markets considered
the impact of the coronavirus outbreak. This led to negative
short-term returns for almost all funds, with some of this
rebounding through April and May. But for more detailed
fund performance data, please see the relevant fund
factsheets, available here.

• Number of customer complaints
• Number of awards and Citywire ratings, as an indicator of
how we deliver to our customers
• Are we charging for active management, but failing to
deliver, for instance by building portfolios that just look
very similar to the index (known as ‘closet trackers’)?
What did we find across our company and range of funds?
Providing a first-class service for our customers is of great
importance to Royal London and will continue to be so
in the future. On every measure of service listed above,
we have given our funds a green rating. And although our
Assessment of Value has not raised any areas of concern, we
will continue to find ways to improve our customer service.

“

 hey cover more or less every
T
exposure and make-up etc that you
could think of. You can’t use
everything they have got but they
have got a good range of above
average performers within their
portfolio range.

”

Source: Research in finance, March 2020

“

 he performance has been
T
consistently good. They have got a
lot of experience and a long track
record in doing that.

”

Source: Research in finance, March 2020
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Cost
What were we looking for?
Our aim here was to assess the cost to our customers of
our funds against both our own range and industry peers.
Specifically, we were looking at the following areas:

“

• The cost of individual funds versus other similar funds
that competitors offer
• Do we have customers who would be eligible for a cheaper
share class?
• How do fees compare across a fund’s different share classes?
• What profit margins is Royal London Unit Trust
Managers earning?
What did we find across our company and range of funds?
In general, our findings show that these funds are priced
competitively and are providing investors with value for
money. However, we did find a small number of fund share
classes where fees have been found to be comparatively
higher than some of our competitors or at a level where
further review has shown that we can do better, and we will
therefore be making adjustments. Again, individual funds
can be seen on page 14.
In some instances, we identified a small number of investors
who may be eligible to move share classes – for instance,
where their investment was higher than the minimum for
a share class in the same fund that has a lower fee. We are
contacting all relevant holders by post, and aim to complete
this in autumn 2020.

I t immediately strikes you as we
are trying to add value to advisers
for thought pieces or global outlook
pieces and some longer content.
So they are focusing on their range
but clearly they want to do that
within the context of increasing the
advisers’ knowledge and
understanding of their outlook.
Source: Research in Finance, March 2020

“

”

I t was written in plain English so
there wasn’t too much jargon which
can be very off-putting.

”

Source: Research in Finance, March 2020

“

 appy with the general thought
H
pieces and updates they put out and
the performance of their Sterling
Credit Fund.

”

Source: Research in Finance, March 2020

Quotes are from periodic research conducted by Research
in Finance on behalf of Royal London, interviewing IFAs and
wealth managers about Royal London products and services
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Fund-by-fund results
On the following pages you can find our Assessment of Value
ratings for performance, service and cost for every share class
in every fund under the RLUTM umbrella, as at the end of
March 2020. Some share classes will not show a performance
rating – this simply means that the share class has not been
running for the minimum assessment period of three years.
We chose three years as a minimum performance assessment
as all of our funds are meant to be held for at least this

Fund

Share Class

length of time, and this longer time period hopefully
reduces the impact of any short-term performance effect –
giving a better idea of the performance trend.
Where we believe an aspect of a given fund or share class
merits a red or amber rating, we have added a note on the
following pages to provide more details of the issue and our
approach to dealing with it.

Performance

Service

Cost

Comments

RL Asia Pacific ex Japan Tracker

P Acc

l

l

–

RL Asia Pacific ex Japan Tracker

R Acc

l

l

–

RL Asia Pacific ex Japan Tracker

S Acc

l

l

–

RL Asia Pacific ex Japan Tracker

Z Acc

l

l

l

–

RL Cash Plus

M Inc

l

l

l

–

RL Cash Plus

R Acc

l

l

–

RL Cash Plus

S Acc

l

l

–

RL Cash Plus

S Inc

l

l

–

RL Cash Plus

X Inc

l

l

l

–

RL Cash Plus

Y Acc

l

l

l

–

RL Cash Plus

Y Inc

l

l

l

–

RL Cash Plus

Z Acc

l

l

l

–

RL Cash Plus

Z Inc

l

l

l

–

RL Cautious Managed

A Acc

l

l

l

–

RL Corporate Bond

A Inc

l

l

l

page 18

RL Corporate Bond

M Acc

l

l

l

–

RL Corporate Bond

M Inc

l

l

l

–

RL Corporate Bond

R Acc

l

l

–

RL Corporate Bond

S Acc

l

l

–

RL Corporate Bond

S Inc

l

l

–

RL Corporate Bond

Y Acc

l

l

l

–

RL Corporate Bond

Y Inc

l

l

l

–

RL Corporate Bond

Z Inc

l

l

l

–

RL Duration Hedged Credit

R Acc

l

l

–

RL Duration Hedged Credit

S Acc

l

l

–

RL Duration Hedged Credit

Z Acc

l

l

–

l

RL Emerging Markets ESG Leaders Equity Tracker

P Acc

l

l

–

RL Emerging Markets ESG Leaders Equity Tracker

R Acc

l

l

–

RL Emerging Markets ESG Leaders Equity Tracker

Z Acc

l

l

–

RL Enhanced Cash Plus

R Acc

l

l

–

RL Enhanced Cash Plus

S Acc

l

l

–

RL Enhanced Cash Plus

S Inc

l

l

–

RL Enhanced Cash Plus

Y Acc

l

l

l

–

RL Enhanced Cash Plus

Y Inc

l

l

l

–

RL Enhanced Cash Plus

Z Acc

l

l

l

–

RL Ethical Bond

M Acc

l

l

l

–

RL Ethical Bond

M Inc

l

l

l

–
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Fund

Share Class

Performance

Service

Cost

Comments

RL Ethical Bond

R Acc

l

l

–

RL Ethical Bond

S Acc

l

l

–

RL Ethical Bond

S Inc

l

l

–

RL Ethical Bond

Z Inc

l

l

–

l

RL Europe ex UK Tracker

P Acc

l

l

–

RL Europe ex UK Tracker

R Acc

l

l

–

RL Europe ex UK Tracker

S Acc

l

l

–

RL Europe ex UK Tracker

Z Acc

RL European Corporate Bond

R Acc

l

l

l

–

l

l

–

RL European Corporate Bond

Z Inc

l

l

l

–

RL European Growth

A Acc

l

l

l

page 18

RL European Growth

M Acc

l

l

l

–

RL European Growth

R Acc

l

l

–

RL European Opportunities

M Acc

l

l

page 18

RL European Opportunities

R Acc

l

l

–

RL FTSE350 Tracker

P Acc

l

l

–

RL FTSE350 Tracker

R Acc

l

l

–

RL FTSE350 Tracker

Z Acc

l

l

l

–

Z Inc

l

l

l

l

–

RL Global Equity Diversified

M Acc

l

l

–

RL Global Equity Diversified

M Inc

l

l

–

RL Global Equity Diversified

R Acc

l

l

–

RL Global Equity Select

M Acc

l

l

–

RL Global Equity Select

M Inc

l

l

–

RL Global Equity Select

R Acc

l

l

–

l

l

–

l

l

–

RL FTSE350 Tracker

RL Global Index Linked

M Inc

RL Global Index Linked

R Acc

RL Global Index Linked

Z Inc

l

l

l

–

RL GMAP Adventurous

M Acc

l

l

l

page 18

RL GMAP Adventurous

M Inc

l

l

l

page 18

l

RL GMAP Adventurous

P Acc

l

l

–

RL GMAP Adventurous

R Acc

l

l

–

RL GMAP Adventurous

S Inc

l

l

–

RL GMAP Balanced

M Acc

l

l

l

page 18

RL GMAP Balanced

M Inc

l

l

l

page 18

RL GMAP Balanced

P Acc

l

l

–

RL GMAP Balanced

R Acc

l

l

–

RL GMAP Conservative

M Acc

l

l

l

–

RL GMAP Conservative

M Inc

l

l

l

–

RL GMAP Conservative

P Acc

l

l

–

l

l

–

l

l

page 18

RL GMAP Conservative

R Acc

RL GMAP Defensive

M Acc

l

RL GMAP Defensive

M Inc

l

RL GMAP Defensive

P Acc

l

l

page 18

l

l

–

RL GMAP Defensive

R Acc

l

l

–

RL GMAP Dynamic

M Acc

l

l

l

page 18

RL GMAP Dynamic

M Inc

l

l

l

page 18

RL GMAP Dynamic

P Acc

l

l

–
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Fund

Share Class

Performance

RL GMAP Dynamic

R Acc

RL GMAP Growth

M Acc

l

RL GMAP Growth

M Inc

l

RL GMAP Growth

P Acc

RL GMAP Growth

R Acc

RL Index Linked

A Inc

l

RL Index Linked

M Acc

l

RL Index Linked

M Inc

l

RL Index Linked

R Acc

Service

Cost

Comments

l

l

–

l

l

page 18

l

l

page 18

l

l

–

l

l

–

l

l

page 18

l

l

–

l

l

–

l

l

–

RL International Government Bond

M Inc

l

l

page 19

RL International Government Bond

R Acc

l

l

–

RL International Government Bond

S Inc

l

l

–

RL Investment Grade SD Credit

N Acc

l

l

–

RL Investment Grade SD Credit

R Acc

l

l

–

RL Investment Grade SD Credit

S Acc

l

l

–

RL Investment Grade SD Credit

S Inc

l

l

–

l

l

RL Investment Grade SD Credit

Z Inc

l

l

page 20

RL Japan Tracker

P Acc

l

l

–

RL Japan Tracker

R Acc

l

l

–

RL Japan Tracker

S Acc

l

l

–

RL Japan Tracker

Z Acc

l

l

l

–

RL Monthly Income Bond

M Acc

l

l

l

–

RL Monthly Income Bond

M Inc

l

l

l

–

RL Monthly Income Bond

R Acc

l

l

l

–

RL Multi Asset Strategies

M Acc

l

l

–

RL Multi Asset Strategies

M Inc

l

l

–

RL Multi Asset Strategies

R Acc

l

l

–

RL Multi Asset Strategies

S Acc

l

l

–

l

RL Property Fund

Acc

l

l

l

page 19

RL Property Fund

Inc

l

l

l

page 19

Acc

l

RL Property Trust
RL Short Duration Credit

M Acc

l

l

page 19

l

l

–

RL Short Duration Credit

M Inc

l

l

–

RL Short Duration Credit

R Acc

l

l

–

RL Short Duration Credit

S Acc

l

l

–

RL Short Duration Credit

S Inc

l

l

–

RL Short Duration Credit

Z Acc

l

l

–

l

RL Short Duration Credit

Z Inc

l

l

l

–

RL Short Duration Gilts

M Inc

l

l

l

page 19

RL Short Duration Gilts

R Acc

l

l

–

RL Short Duration Gilts

S Inc

l

l

–

RL Short Duration Gilts

Z Inc

l

l

l

page 19

RL Short Duration Global Index Linked

M Inc

l

RL Short Duration Global Index Linked

R Acc

l

l

–

l

l

–

RL Short Duration Global Index Linked

Z Inc

l

l

l

–

RL Short-Term Money Market Fund

R Acc

l

l

l

–

RL Short-Term Money Market Fund

S Acc

l

l

–

RL Short-Term Money Market Fund

S Inc

l

l

–
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Fund

Share Class

Performance

Service

Cost

RL Short-Term Money Market Fund

Y Acc

l

l

l

–

RL Short-Term Money Market Fund

Y Inc

l

l

l

–

RL Sterling Credit

M Acc

l

l

l

–

RL Sterling Credit

M Inc

l

l

l

–

RL Sterling Credit

R Acc

l

l

–

RL Sterling Credit

S Acc

l

l

–

RL Sterling Credit

S Inc

l

l

–

RL Sterling Credit

Z Acc

l

l

–

RL Sterling Credit

Z Inc

l

l

–

l

Comments

RL UK All Share Tracker

P Acc

l

l

–

RL UK All Share Tracker

R Acc

l

l

–

RL UK All Share Tracker

S Acc

l

l

–

RL UK All Share Tracker

Z Acc

l

l

l

–

RL UK Dividend Growth

A Acc

l

l

l

page 18

RL UK Dividend Growth

M Acc

l

RL UK Dividend Growth

M Inc

l

l

–

l

l

–

l

l

–

l

l

–

l

l

–

RL UK Dividend Growth

R Acc

RL UK Equity

M Acc

RL UK Equity

R Acc

RL UK Equity Income

A Inc

l

l

l

page 18

RL UK Equity Income

M Acc

l

l

l

–

RL UK Equity Income

M Inc

l

l

l

–

RL UK Equity Income

R Acc

l

l

–

RL UK Equity Income

S Acc

l

l

–

RL UK Equity Income

Z Acc

l

l

–

RL UK Equity Income

Z Inc

l

l

l

–

RL UK Government Bond

A Inc

l

l

l

pages 18 and 20

RL UK Government Bond

M Acc

l

l

l

page 20

RL UK Government Bond

M Inc

l

l

l

page 20

RL UK Government Bond

R Acc

l

l

–

RL UK Government Bond

S Acc

l

l

–

RL UK Government Bond

S Inc

l

l

–

RL UK Government Bond

X Inc

l

l

–

RL UK Government Bond

Z Inc

l

l

l

page 20

RL UK Mid Cap Growth

M Acc

l

l

l

–

RL UK Mid Cap Growth

R Acc

l

l

–

RL UK Mid Cap Growth

Z Acc

l

l

l

–

RL UK Opportunities

M Acc

l

l

l

page 20

RL UK Opportunities

R Acc

l

l

–

RL UK Opportunities

S Acc

l

l

–

RL UK Real Estate Fund

W Gross Inc

l

l

–

RL UK Real Estate Fund

Z Gross Inc

l

l

–

l

RL UK Smaller Companies

M Acc

l

l

–

RL UK Smaller Companies

R Acc

l

l

–

RL US Tracker

P Acc

l

l

–

RL US Tracker

R Acc

l

l

–

RL US Tracker

S Acc

l

l

–

RL US Tracker

Z Acc

l

l

–

l

l
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Proposed actions for
individual funds
Corporate Bond Fund
UK Government Bond Fund
UK Index Linked Bond Fund
Issue
Cost

Alert level
l

European Growth Fund
UK Dividend Growth Fund
UK Equity Income Fund
Issue
Cost

Alert level
l

Specific areas of concern

Specific areas of concern

The A share classes of the above fixed income funds were
deemed too high compared with peers.

The A share classes of the above equity funds were deemed
too high compared with peers.

What actions are we taking to resolve these issues?

What actions are we taking to resolve these issues?

The prices of the A share classes of the above funds will be
reduced in 2020. We will notify affected investors directly.

The prices of the A share classes of the above funds will be
reduced in 2020. We will notify affected investors directly.

In addition, there is a small number of investors in the
A share classes of these funds who meet the eligibility
requirements and will be moved to the lower fee M share
class. Although this only affects a small number of clients,
we acknowledge that this process should have been
completed at an earlier date. All impacted customers will be
contacted before the end of 2020.

In addition, there is a small number of investors in the
A share classes of these funds who meet the eligibility
requirements and will be moved to the lower fee M share
class. Although this only affects a small number of clients,
we acknowledge that this process should have been
completed at an earlier date. All impacted customers will be
contacted before the end of 2020.

European Opportunities Fund

Global Multi-Asset Products (GMAP)

Issue
Performance

Alert level
l

Specific areas of concern
The European Opportunities Fund’s M share class
underperformed the MSCI Europe Index during the past
five years. Given that the fund’s performance target is to
outperform its benchmark over rolling five-year periods, our
Assessment of Value has raised an amber alert level.
What actions are we taking to resolve these issues?
Ongoing regular performance reviews prior to the
Assessment of Value process had already highlighted this
performance issue. We therefore proposed merging the fund
with the European Growth Fund. This action was approved
at a shareholder meeting on 15 June 2020 and the merger of
this fund into the European Growth Fund was completed
on 10 July 2020.

GMAP Adventurous Fund
GMAP Balanced Fund
GMAP Defensive Fund
GMAP Dynamic Fund
GMAP Growth Fund
Issue
Performance

Alert level
l

Specific areas of concern
We have witnessed a period of negative absolute
performance across our GMAP range of funds over the past
year and three years, although this was partly due to the
sell-off seen during the coronavirus pandemic.
The GMAP funds have also underperformed their
comparator benchmarks. However, we would stress that
these benchmarks do not constitute performance targets and
are for comparison purposes only.
Our GMAP funds aim to provide investors with a range
of investments that allow them to choose a level of risk
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that they are comfortable with. As part of this, one of the
main targets for us is to ensure that any given GMAP fund
behaves as expected, so that investors choosing a lower-risk
GMAP fund actually experience lower risk. The GMAP
range has performed as expected in this respect. In addition,
each fund’s objective is to achieve a stated degree of capital
growth or income, or a total return consisting of both,
over six to seven years – a time period longer than the life
of these funds.
What actions are we taking to resolve these issues?
We note that RLAM has already made a number
of enhancements to the multi-asset area – including
strengthening the team and adding tools such as being
able to target certain sectors in the US equity market
or commodities.
The Board has also asked RLAM to undertake an indepth Funds in Focus review of all of our multi-asset funds,
including our GMAP range of funds, reporting the findings
and recommendations to senior management at RLAM and
the RLUTM Board.
In addition, we will continue to monitor the levels of capital
growth, income or total return (as stated in the individual
funds’ objectives) the GMAP funds are delivering as they
reach the end of their first six- to seven-year market cycle.

International Government Bond Fund
Issue
Performance

Alert level
l

Specific areas of concern
The International Government Bond Fund’s M share class
has marginally underperformed the JPMorgan Global Bond
Index ex UK (Traded) Total Return (GBP hedged) Index
during the past five years.
Given that the fund’s performance target is to outperform
the Index over rolling five-year periods, our Assessment of
Value has raised an amber alert level.
What actions are we taking to resolve these issues?
The fund has missed its performance target, and while this
is always a concern, performance remains positive over a
number of other time periods. The fund remains ahead of
the average peer group fund.
We will monitor the fund’s performance closely and take
any actions necessary if performance deteriorates.

Property Fund
Property Trust (Feeder)
Issue
Performance

Alert level
l

Specific areas of concern
The Property Fund’s A and B share classes and its feeder
fund, the Property Trust, have underperformed the AREF/
IPD UK Pooled Property Fund Index over the past seven
years. Given that the fund’s performance target is to
outperform its benchmark over a seven-year period, our
Assessment of Value has raised an amber alert level.
Action taken
Our ongoing review process had already identified the
underperformance and in 2019 RLAM had begun to
address this, changing the fund manager and making
changes to the portfolio in late 2019 and early 2020. Given
these changes, we do not believe further action is necessary
at this point to rectify the fund’s current performance issues.
The RLUTM Board will continue to monitor performance
in light of these changes already made.
In addition, it is worth noting that the fund is currently
suspended, with no new investments accepted and no sales
permitted. This has not resulted in an amber or red rating,
as the temporary fund closure is outside of Royal London’s
control. UK regulatory rules state that property funds can
only remain open for investors where independent valuers
can provide certainty of the values of the actual properties
held in the fund. Given the uncertainty in the real estate
market, the fund’s valuers could not provide this level of
certainty. Closing the fund was therefore led by regulation,
and we expect the fund to open as normal once the real
estate market improves and valuers can confirm certainty in
the valuation.

Short Duration Gilts Fund
Issue
Performance

Alert level
l

Specific areas of concern
Each of the Short Duration Gilts Fund’s share classes have
underperformed the FTSE Actuaries UK Conventional
Gilts up to 5 Years Total Return GBP Index during
the past five years. In addition, the fund significantly
underperformed its peer group, the IA UK Gilts Sector,
during the same time period.
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Given that the fund’s performance target is to outperform its
benchmark over rolling five-year periods, our Assessment of
Value has raised an amber alert level.
What actions are we taking to resolve these issues?
We will not being taking any specific action in the near
term. The fund has underperformed its benchmark, but by a
relatively small amount.
Performance compared with peers, as defined by the
Investment Association sector it is in, does look weak.
However, this peer group largely invests in gilts of all
maturities – so funds that can invest in short-dated, medium
or long-dated gilts, while the Short Duration Gilt fund has
limited flexibility to invest in medium and long-dated gilts.
These have performed much more strongly than short-dated
gilts, particularly in the recent market volatility – meaning
that performance relative to peers has been driven largely
by market conditions rather than fund manager actions.
However, this is still an amber rating, and we will monitor
the fund’s performance closely and take any actions if
necessary if performance deteriorates.

largely by market conditions rather than fund manager
actions. However, this is still an amber rating, and we will
monitor the fund’s performance closely and take any actions
if necessary if performance deteriorates.

UK Government Bond Fund
Issue
Performance

Alert level
l

Specific areas of concern
Each of the UK Government Bond Fund’s share classes has
underperformed the FTSE Actuaries UK Conventional
Gilts (All Stocks) Total Return GBP Index during the past
five years.
Given that the fund’s performance target is to outperform its
benchmark over rolling five-year periods, our Assessment of
Value has raised an amber alert level.
What actions are we taking to resolve these issues?

Investment Grade Short Dated Credit Fund
Issue
Performance

Alert level
l

The scale of the fund’s underperformance is small,
hence our rating this as amber rather than red. At this
point, we feel it would be premature to make material
changes to the fund, however we will monitor the fund’s
performance closely and take any actions necessary if
performance deteriorates.

Specific areas of concern
One of the Investment Grade Short Dated Credit Fund’s
share classes has underperformed slightly against its index,
as well as against the peer group IA Corporate Bond sector.
Given that the fund’s performance target is to outperform
its benchmark by 0.25% per annum over rolling threeyear periods, our Assessment of Value has raised an amber
alert level.
What actions are we taking to resolve these issues?
We will not be taking any specific action in the near term.
The fund has underperformed its benchmark, but by a
relatively small amount.
Performance compared with peers, as defined by the
Investment Association sector it is in, does look weak.
However, this peer group largely invests in corporate bonds
of all maturities – so funds that can invest in short-dated,
medium or long-dated bonds, while this fund has limited
flexibility to invest in medium and long-dated bonds. These
have performed much more strongly than short-dated
equivalents, particularly in the recent market volatility –
meaning that performance relative to peers has been driven

UK Opportunities Fund
Issue
Performance

Alert level
l

Specific areas of concern
The UK Opportunities Fund’s M share class has
underperformed the FTSE All-Share Index over the past
five years.
Given that the fund’s performance target is to outperform
the Index over rolling five-year periods, our Assessment of
Value has raised an amber alert level.
What actions are we taking to resolve these issues?
We acknowledge that the long-term performance of the
UK Opportunities Fund has not met our clients’ or our
own expectations for some time. We recognised this two
years ago, when we appointed a new fund manager, working
as part of a new UK equity team. This move triggered
an improvement in performance. However, the timing of
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this review has coincided with the coronavirus pandemic,
which has had a significant impact on the fund, given its
concentrated portfolio and more aggressive – and potentially
volatile – investment philosophy. The fund experienced
strong performance prior to the pandemic and has recovered
well in the months since the end of March 2020, so we do
not believe the current numbers are a fair reflection of the
fund’s management, resources or investment process.
We will, however, closely monitor performance and take any
actions necessary if performance deteriorates further.
In addition, the RLUTM Board has asked RLAM to carry
out a detailed Funds in Focus review of our range of UK
equity funds, including the UK Opportunities Fund. This
review is expected to be completed by the end of 2020. Any
potential actions regarding the investment process and/or
resources of the UK Opportunities Fund will be contingent
on the outcome of this report. The RLUTM Board will
monitor progress against agreed actions.
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Glossary
ACD – authorised corporate director. The officially designated manager
of an OEIC or ICVC, who is obliged to comply with FCA regulations.

income – a form of payment generated by an investment, such as dividends
or bond coupons.

active management – an investment style that is designed to exceed the
return of a benchmark index. Active managers base their decisions to
deviate from a benchmark’s composition on their judgment and analysis.

income investing – investment style that looks for income rather than
capital growth.

benchmark – a performance target for investments. This is usually an
index or a peer group (an acknowledged selection of similar investments).
bonds – sometimes referred to as fixed income – are investments issued
as debt by corporations and public bodies to raise finance. Bonds pay out
a previously agreed, non-variable interest payment (or coupon) until a
maturity date when the initial investment (or principal) is re-paid.
bond fund – a portfolio composed of fixed income investments.
capital growth – the rise over time of an investment’s value.
capital preservation/protection – investment techniques/approaches that
aim to maximise the return of an investment’s original capital value.
capital return – the measured performance of an investment according
to its change in value over time, without factoring in dividends or any
other income.
commodities – resources-related physical investments like oil, gold
or wheat.
common stock – a share that represents partial ownership of a company.
Common stock gives the owner a lower level of ownership from holders of
preferred stocks.

index-linked bonds – fixed income investments that are closely tied to an
index of consumer prices/inflation.
inflation – the average rise in prices of a predetermined list (or ‘basket’)
of goods.
interest rates – the cost of borrowing and using money. These are
set by central banks and are expressed as a percentage owed of the
amount borrowed.
interest rate risks or exchange rate risks – risks associated with changes
in the level of interest rates or the difference between the comparative
value of different countries’ currencies.
investment-grade bonds – bonds that have been assessed by credit
ratings agencies, and which are deemed to be higher quality (and less
likely to default).
large-cap – large capitalisation. Stocks of companies with a large market
capitalisation (over £2 billion). These generally make up the FTSE 100.
liquidity – the availability of money for lending or ease of use/buying/
selling an investment.
market capitalisation – the number of a company’s shares multiplied by
their value.

corporate bonds – fixed income investments issued by a company as a way
to raise finance.

maturity – the time at which the principal and all interest related to a
bond are to be paid.

derivatives – investments that derive their value from another closely
related underlying investment.

mid-cap – stocks of companies with a medium market capitalisation
(between £250 million and £2 billion). These generally make up
the FTSE 250.

developed markets – countries with more advanced economies.
Developed markets according to MSCI classification include the UK, US,
Hong Kong and most eurozone countries.

multi-asset/multi-asset strategies – investment approaches that use
different asset classes – like shares, bonds and cash – in one portfolio.

diversification – investing in multiple asset classes or sectors in order to
reduce risk.

overseas corporate bonds/overseas government bonds – bonds from
countries other than the UK.

duration – an investment’s sensitivity to interest rate changes.

passive strategy – fund that sticks closely to an index in terms of its
composition and expected returns.

emerging markets – markets in the developing world that are more
advanced than frontier markets. Emerging markets according to MSCI
classification include China, Russia, India and Brazil.

secondary market – market where investments are bought and sold by
those who already own them as opposed to primary market (issuance).

equities – stocks listed on an exchange.

securities – investments, basically.

equity fund – a portfolio that invests in equities.

small-cap – stocks of companies with a market capitalisation of below
£250 million.

ESG – environmental, social and governance. A list of predefined criteria
that determines how a company operates in terms of sustainability and
overall corporate governance.
ethical criteria – predefined restrictions on sectors or asset classes that a
manager may invest in.
FCA – Financial Conduct Authority. The UK’s regulator of the
finance industry.
fixed income investments – also known as bonds. Fixed income
investments pay out a previously agreed, non-variable interest payment
until that investment reaches maturity.

sovereign bonds – fixed income investments issued by governments.
stocks/shares – two words that mean the same thing, i.e. equities.
sub-investment grade securities/non-investment grade – bond with a
lower rating than investment grade. A greater risk of default usually means
a higher yield.
tracking error – the difference between the return of a passive fund and
the index it tracks.
transferable securities – investments that can be bought or sold.

FTSE 100 – Financial Times Stock Exchange 100 Index. A list of the top
100 UK companies, ranked by market capitalisation.

treasury bills – government securities issued by the US Federal Reserve.

government and public bonds – bonds issued by governments or public
bodies, not by corporations.

value investing – an investment style targeting stocks that are being
bought and sold at prices lower than their intrinsic value, i.e. that are
undervalued by the market.

growth – a style of investing that aims to increase the original
capital invested.

UK government bonds – also known as ‘gilts’ and issued by HM Treasury.

volatility – movements up or down in a market index.

hedging – reducing risk by protecting an investment with another
related investment.
ICVC – investment company with variable capital. An open-ended
investment vehicle that can create new shares to accommodate
additional investors.
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Contact us
For more information, please contact us.
Royal London Asset Management
55 Gracechurch Street, London EC3V 0RL
020 7506 6500
communications@rlam.co.uk
www.rlam.co.uk
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