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DESCRIPTION Royal London Sustainable Corporate Bond Trust - GBP March 2024

SUMMARY

Royal London Asset Management was established in 1988 and is a wholly-owned subsidiary of the

Royal London Group, which is the UK’s largest mutual life, pensions and investment company. Founded

in 1861 as a Friendly Society, Royal London became a mutual life insurance company in 1908. Being a

mutual, the Group is owned by policy holders, not shareholders. .RLAM had total assets under

management of over £150bn, of which over £12bn are held in the 'sustainable' range, spread across

equity, bond and multi-asset. 

The Fund is was launched in 2012 and is managed by Shalin Shah, Rachid Semaoune and Matt Franklin,

with between 10-20 yrs plus years experience each respectively. Shah has been with Royal London for

over a decade, whilst Franklin joined the firm in 2014. They are supported by the broader fixed income

resources of the company, which numbers c.30 individuals in total.

The Fund invests across the global bond landscape, but primarily in the UK. It is benchmarked against

the Markit iBoxx Non-Gilts index, but the stated objective is, rather unambitiously, to outperform 

SONIA in total return terms, whilst complying with the ethical investment policy.  The yield is managed

so as to be diversified, and of high quality, and as of Sept 2023, the underlying yield was 4.03%, with

duration at 5.4 years, in-line with the benchmark. Typically, there are 260-280 holdings. 

ASSET TYPE
Debt 100.00%

INVESTMENT PROCESS

The managers run the portfolio using in-house bottom-up credit research, whilst maintaining a

duration profile that is usually not far from the benchmark. They are skeptical about the accuracy of

third party credit ratings, and rely on their own assessment of a bond's value, choosing the bond from

within a company's capital structure, that offers the best return for the minimum risk. Their evaluation

takes into account not just the probability of default, but the expected level of recovery. The managers

feel that this is often overlooked, and can be an important factor for them, in determining which bond

is the most attractive. The efficacy of this approach is evidenced by the very strong risk-adjusted

returns that the Fund has achieved.

Risk management and risk controls are wide-ranging. The lead manager is responsible for monitoring

risk positions on a live basis, using ThinkFolio. Metrics monitored include Asset allocation, yield curve

positioning, duration, credit spread, ratings analysis and issuer exposure. This is supported by the

independent Portfolio Risk team, in conjunction with the Head of Fixed Income. A monthly report is

produced, providing an overview of all risks and identifying any anomalies. In addition, weekly

meetings are held to analyse tracking error, individual credit positions and risk, as measured by

duration x spread.

The Ethical screening is undertaken by an in-house team, using ESG research from MSCI and Glass

Lewis. The screening for this fund is primarily positive, although the standard ethical exclusions, such

as tobacco, alcohol, gambling etc. are also applied. Whilst the Fund is not an 'impact' fund (the

managers feel that this leads to lower returns) the screening focuses on companies that make a

positive contribution to society. Companies are considered on the basis of whether they help to create

a cleaner, healthier, safer, more inclusive society. Hence there is a higher exposure to sectors such as

social housing, and companies that ,for example, manufacture safety equipment, or healthcare

equipment. This positive screening may exclude companies that pass the negative screen - i.e. those

that do no harm, but also do no active good. The exposure to social housing also gives rise to a several

unrated bond holdings, which represent an additional source of alpha generation, but also potential

volatility.

The Fund also benefits from an independent external Advisory Committee which provides independent

challenge and insight into the ESG analysis conducted by the sustainable team. The Committee

consists of a range of industry experts and is advisory only. Analysis of ESG factors is integrated into

investment process and the managers are fully engaged with investee companies on ESG issues.

Collidr gives the Fund a score of 4 out of 4 for ESG.
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REGIONAL EXPOSURE

USA

5.39%

Europe

6.06%

UK

86.43%

Emerging Markets

2.11%

Unreported 0.01%

EQUITY MARKET CAP (%)

Not Applicable

AGGREGATED NET EXPOSURE Royal London Sustainable Corporate Bond Trust - GBP March 2024



BOND

MATURITIES

Short Term (1-3 yr) 18.00%

Intermediate Term (3-10 yr) 37.30%

Long Term (>10 yr) 44.70%

BOND

RATINGS

Investment Grade 88.29%

Speculative Grade/High Yield 11.71%
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OVERALL PERFORMANCE Royal London Sustainable Corporate Bond Trust - GBP March 2024

Royal London Sustainable Corporate Bond C Acc ICE BofA Sterling Non-Gilts Index GBP

GROWTH (%) - OVER 1 YEAR 3 Apr 2023 - 29 Mar 2024

G
ro

w
th

 (
%

)

94

96

98

100

102

104

106

108

110

01 May
2023

Jun Jul Aug Sep Oct Nov Dec Jan
2024

Feb 01 Mar
2024

GROWTH (%) - FROM INCEPTION 10 Dec 2012 - 29 Mar 2024

G
ro

w
th

 (
%

)

90

100

110

120

130

140

150

160

01 Jan
2013

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 01 Jan
2024

DRAWDOWN (%) - OVER 1 YEAR 3 Apr 2023 - 29 Mar 2024
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RETURNS Royal London Sustainable Corporate Bond Trust - GBP March 2024

Royal London Sustainable Corporate Bond C Acc ICE BofA Sterling Non-Gilts Index GBP
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MONTHLY BREAKDOWN AND YEARLY TOTALS (%)

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YEAR

2024 -0.74 -0.45 2.16 0.96

2023 3.63 -1.87 0.79 0.39 -1.65 -1.28 1.94 0.16 0.16 0.00 3.24 3.98 9.69

2022 -2.34 -2.60 -0.84 -2.41 -0.87 -4.24 2.67 -5.51 -7.64 3.84 3.53 -1.74 -17.29

2021 -0.66 -2.99 0.27 0.75 0.20 1.15 1.47 0.26 -2.17 0.27 1.27 -0.93 -1.19

2020 2.57 0.35 -5.61 3.67 0.99 1.26 1.59 -1.29 1.31 0.14 2.31 0.86 8.13

2019 1.48 0.69 1.60 0.08 1.05 1.11 1.32 1.81 0.14 -0.64 0.64 -0.36 9.28

Capped to 6 years.

ANNUALISED ROLLING RETURNS (%)

1 YEAR 3 YEAR 5 YEAR INCEPTION

8.10 -2.17 0.60 2.85

6.16 -3.34 -0.34 2.56

CUMULATIVE RETURNS (%)

1 YEAR 3 YEAR 5 YEAR INCEPTION

8.03 -6.35 3.00 37.25

6.12 -9.63 -1.69 32.95
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ANNUALISED ANALYTICS Royal London Sustainable Corporate Bond Trust - GBP March 2024

Royal London Sustainable Corporate Bond C Acc ICE BofA Sterling Non-Gilts Index GBP

PERFORMANCE - OVER 1 YEAR 3 Apr 2023 - 29 Mar 2024

RETURNS (%) 8.10 6.16

VOLATILITY (%) 6.31 5.64

ALPHA 0.09 *

BETA 0.95 * 1.00

CORRELATION 0.99 * 1.00

SHARPE RATIO 0.48 0.18

SORTINO RATIO 0.72 0.26

MAX DRAWDOWN (%) -4.44 -5.19

*Calculated over a 3 year period where history permits.

PERFORMANCE - FROM INCEPTION 10 Dec 2012 - 29 Mar 2024

RETURNS (%) 2.85 2.56

VOLATILITY (%) 5.55 5.63

ALPHA 0.06

BETA 0.90 1.00

CORRELATION 0.98 1.00

SHARPE RATIO 0.32 0.20

SORTINO RATIO 0.44 0.28

MAX DRAWDOWN (%) -26.21 -27.06

SIMPLE STRESS TEST DRAWDOWN (%) 3 Apr 2023 - 29 Mar 2024

Stress test notes

The chart shows the calculated drawdown over

the last year. The Review Point is the fund

intervention point. Any drawdown above this line

indicates a typical drawdown in a normal market

cycle. Should the drawdown hit the review point,

then this indicates that market conditions may

be abnormal. This is the point that we would

consider taking immediate action for an extreme

market event.
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Risk warning: The past is not necessarily a guide to future performance. The value of your investment and the income from it can fall as well as rise and is not guaranteed. You may not get back the full amount

invested. Our views are based upon our understanding of current legislation in England. Levels and bases of, and reliefs from, taxation are subject to change and their value to you will depend upon your personal

circumstances. You should not act on any of the information without seeking professional advice. clarity Ltd is authorised and regulated by the Financial Conduct Authority (FCA).
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