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Directors’ Report

We are pleased to present the Annual Report and Financial
Statements for the Royal London Equity Funds ICVC, covering
the year from 1 September 2022 to 31 August 2023.

Royal London Equity Funds ICVC (‘the Company’) is
authorised and regulated by the Financial Conduct Authority
and is structured as an umbrella investment company, in that
the Company proposes to issue shares linked to different sub-
funds which have been established. The Company is a UCITS
umbrella scheme.

The sub-funds in existence during the year from
1 September 2022 to 31 August 2023 were:
* Royal London UK Mid Cap Growth Fund

(launched on 30 October 2009)

¢ Royal London UK Opportunities Fund
(launched on 30 October 2009)

* Royal London Japan Equity Tilt Fund
(launched on 26 February 2010)

* Royal London UK Core Equity Tilt Fund
(launched on 26 February 2010)

* Royal London US Equity Tilt Fund
(launched on 26 February 2010)

* Royal London European Growth Fund
(launched on 30 April 2010)

¢ Royal London UK Dividend Growth Fund
(launched on 30 April 2010)

* Royal London UK Equity Income Fund
(launched on 5 November 2010)

* Royal London UK Equity Fund
(launched on 5 November 2010)

* Royal London UK Smaller Companies Fund
(launched on 5 November 2010)

* Royal London Asia Pacific ex Japan Tilt Fund
(launched on 5 November 2010)

* Royal London Europe ex UK Equity Tilt Fund
(launched on 4 June 2013)

* Royal London Emerging Markets ESG Leaders Equity
Tracker Fund (launched on 12 June 2017)

* Royal London Global Equity Diversified Fund
(launched on 10 October 2017)

* Royal London Global Equity Select Fund
(launched on 10 October 2017)

* Royal London Global Equity Income Fund
(launched on 25 February 2020)

¢ Royal London Global Sustainable Equity Fund
(launched on 25 February 2020)

* Royal London UK Broad Equity Tilt Fund
(launched on 3 December 2021)

* Royal London Sustainable Growth Fund
(launched on 24 May 2022)

An ICVC may comprise a single fund or may be structured as
an umbrella with a number of different sub-funds, each with its
own portfolio of underlying assets invested in accordance with
the investment objective and policy applicable to that sub-fund.

Currently, the Funds of an umbrella company are ring-fenced,
and consequently creditors of the company may not look to all
the assets of the company for payment regardless of the sub-
fund in respect of which that creditor’s debt has arisen. Certain
assets held or liabilities incurred by an umbrella company
which are not attributable to a particular fund can be allocated
between all of the Funds in a manner which the ACD considers
fair to shareholders.

Shareholders are not liable for the debts of the Company.

This report has been prepared in accordance with the
requirements of the Collective Investment Schemes
Sourcebook as issued and amended by the Financial
Conduct Authority.

For and behalf of Royal London Unit Trust
Managers Limited

Authorised Corporate Director

S. Spiller (Director)

R. Kumar (Director)

7 December 2023
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Statement of Authorised Corporate Director’s Responsibilities in Relation
to the Financial Statements of the Company

The Open-Ended Investment Companies Regulations 2001
(SI 2001/1228) (“the OEIC Regulations”) and the Financial
Conduct Authority Collective Investment Schemes Sourcebook
(COLL) require the Authorised Corporate Director to prepare
financial statements for each accounting period which give a
true and fair view of the financial position of the Company for
the year.

The financial statements are prepared on the basis that the
Company will continue in operation unless it is inappropriate
to assume this. In preparing the financial statements the
Authorised Corporate Director is required to:

» select suitable accounting policies and then apply
them consistently;

* make adjustments and estimates that are reasonable
and prudent;

e comply with the requirements of the Statement of
Recommended Practice for Authorised Funds issued by the
Investment Management Association (now referred to as The
Investment Association) in May 2014 (the 2014 SORP), as
amended in 2017;

e comply with the disclosure requirements of the Prospectus;
* follow United Kingdom Generally Accepted Accounting
Practice and applicable accounting standards;

* keep proper accounting records which enable it to
demonstrate that the financial statements as prepared
comply with the above requirements; and

* take reasonable steps for the prevention and detection of
fraud and other irregularities.

The Authorised Corporate Director is responsible for the
management of the Company in accordance with its Prospectus
and the FCA’s rules.
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Statement of Depositary’s Responsibilities

The Depositary must ensure that the Company is managed in
accordance with the Financial Conduct Authority’s Collective
Investment Schemes Sourcebook, the Open Ended Investment
Companies Regulations 2001 (SI 2001/1228), as amended,
the Financial Services and Markets Act 2000, as amended,
(together “the Regulations”), the Company’s Instrument
of Incorporation and Prospectus (together “the Scheme
documents”) as detailed below.

The Depositary must in the context of its role act honestly,
fairly, professionally, independently and in the interests of the
Company and its investors. The Depositary is responsible
for the safekeeping of all custodial assets and maintaining a
record of all other assets of the Company in accordance with
the Regulations.

The Depositary must ensure that:

e the Company’s cash flows are properly monitored and that
cash of the Company is booked into the cash accounts in
accordance with the Regulations;

the sale, issue, repurchase, redemption and cancellation of
shares are carried out in accordance with the Regulations;

the value of shares of the Company are calculated in
accordance with the Regulations;

any consideration relating to transactions in the Company’s
assets is remitted to the Company within the usual time limits;

the Company’s income is applied in accordance with the
Regulations; and

the instructions of the Authorised Fund Manager (“the AFM”),
which is the UCITS Management Company, are carried out
(unless they conflict with the Regulations).

The Depositary also has a duty to take reasonable care
to ensure that Company is managed in accordance with
the Regulations and Scheme documents in relation to the
investment and borrowing powers applicable to the Company.

Report of the Depositary to the Shareholders of the Royal London Equity

Funds ICVC

Having carried out such procedures as we consider necessary
to discharge our responsibilities as Depositary of the Company,
it is our opinion, based on the information available to us and
the explanations provided, that in all material respects the
Company, acting through the AFM:

(i) has carried out the issue, sale, redemption and cancellation,
and calculation of the price of the Company’s shares and
the application of the Company’s income in accordance
with the Regulations and the Scheme documents of the
Company; and

(ii) has observed the investment and borrowing powers and
restrictions applicable to the Company.

HSBC Bank plc

This report is given on the basis that no breaches are
subsequently advised to us before the distribution date. We
therefore reserve the right to amend the report in the light of
such circumstances.

HSBC Bank Plc
7 December 2023
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Independent Auditors’ Report to the Shareholders of Royal London Equity

Funds ICVC

Report on the audit of the financial
statements

Opinion
In our opinion, the financial statements of Royal London Equity
Funds ICVC (the “Company”):

* give a true and fair view of the financial position of the
Company and each of the sub-funds as at 31 August 2023
and of the net revenue and the net capital gains/losses on the
scheme property of the Company and each of the sub-funds
for the year then ended; and

* have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The
Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law), the Statement
of Recommended Practice for UK Authorised Funds,
the Collective Investment Schemes sourcebook and the
Instrument of Incorporation.

Royal London Equity Funds ICVC is an Open Ended
Investment Company (‘OEIC’) with 19 sub-funds. The financial
statements of the Company comprise the financial statements
of each of the sub-funds. We have audited the financial
statements, included within the Annual Report (the “Annual
Report”), which comprise: the Balance Sheets as at 31 August
2023; the Statements of Total Return and the Statements of
Change in Net Assets Attributable to Shareholders for the year
then ended; the Distribution Tables; the Accounting Policies
(included in the Summary of Significant Accounting Policies);
and the Notes to the Financial Statements.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under ISAs (UK) are further described
in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the Company in accordance
with the ethical requirements that are relevant to our audit of
the financial statements in the UK, which includes the FRC’s
Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern in respect of the
Company and the continuing sub-funds

Based on the work we have performed, we have not identified
any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the
Company’s or any sub-funds’ ability to continue as a going
concern for a period of at least twelve months from the date on
which the financial statements are authorised for issue.

In auditing the financial statements, we have concluded
that the Authorised Corporate Director’'s use of the going
concern basis of accounting in the preparation of the financial
statements is appropriate.

However, because not all future events or conditions can
be predicted, this conclusion is not a guarantee as to
the Company’s or any sub-funds’ ability to continue as a
going concern.

Our responsibilities and the responsibilities of the Authorised
Corporate Director with respect to going concern are described
in the relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the
Annual Report other than the financial statements and our
auditors’ report thereon. The Authorised Corporate Director
is responsible for the other information. Our opinion on the
financial statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except to
the extent otherwise explicitly stated in this report, any form of
assurance thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing
so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated. If we identify an apparent material inconsistency or
material misstatement, we are required to perform procedures
to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other
information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have
nothing to report based on these responsibilities.

Based on our work undertaken in the course of the audit, the
Collective Investment Schemes sourcebook requires us also to
report certain opinions as described below.

Authorised Corporate Director’s Report

In our opinion, the information given in the Authorised
Corporate Director’'s Report for the financial year for which
the financial statements are prepared is consistent with the
financial statements.
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Independent Auditors’ Report to the Shareholders of Royal London Equity

Funds ICVC (continued)

Responsibilities for the financial statements and the audit

Responsibilities of the Authorised Corporate Director
for the financial statements

As explained more fully in the Statement of Authorised
Corporate Director's Responsibilities Statement in Relation
to the Financial Statements of the Company, the Authorised
Corporate Director is responsible for the preparation of
the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair
view. The Authorised Corporate Director is also responsible for
such internal control as they determine is necessary to enable
the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Authorised Corporate
Director is responsible for assessing the Company’s and
each of the sub-funds ability to continue as a going concern,
disclosing as applicable, matters related to going concern
and using the going concern basis of accounting unless the
Authorised Corporate Director either intends to wind up or
terminate the Company or individual sub-fund, or has no
realistic alternative but to do so.

Auditors’ responsibilities for the audit of the
financial statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee
thatan audit conducted in accordance with ISAs (UK) will always
detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken
on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance
with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material
misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.

Based on our understanding of the Company/industry, we
identified that the principal risks of non-compliance with laws
and regulations related to breaches of the Collective Investment
Schemes sourcebook, and we considered the extent to which

non-compliance might have a material effect on the financial
statements, in particular those parts of the sourcebook
which may directly impact on the determination of amounts
and disclosures in the financial statements. We evaluated
management’s incentives and opportunities for fraudulent
manipulation of the financial statements (including the risk of
override of controls), and determined that the principal risks
were related to posting inappropriate journal entries to increase
revenue or to increase the net asset value of the Company or
the sub-funds. Audit procedures performed included:

* Discussions with the Authorised Corporate Director,
including consideration of known or suspected instances of
non-compliance with laws and regulation and fraud;

* Reviewing relevant meeting minutes, including those of the
Authorised Corporate Director’s board of directors;

* |dentifying and testing journal entries, specifically any
journals posted as part of the financial year end close
process; and

* Designing audit procedures to incorporate unpredictability
around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures
described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that
are not closely related to events and transactions reflected
in the financial statements. Also, the risk of not detecting a
material misstatement due to fraud is higher than the risk of
not detecting one resulting from error, as fraud may involve
deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the
financial statements is located on the Financial Reporting
Council’s website at: www.frc.org.uk/auditorsresponsibilities.
This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and
only for the Company’s shareholders as a body in accordance
with paragraph 4.5.12 of the Collective Investment Schemes
sourcebook as required by paragraph 67(2) of the Open-Ended
Investment Companies Regulations 2001 and for no other
purpose. We do not, in giving these opinions, accept or assume
responsibility for any other purpose or to any other person to
whom this report is shown or into whose hands it may come
save where expressly agreed by our prior consent in writing.
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Independent Auditors’ Report to the Shareholders of Royal London Equity

Funds ICVC (continued)

Other required reporting
Opinion on matter required by the Collective Investment
Schemes sourcebook

In our opinion, we have obtained all the information and
explanations we consider necessary for the purposes of
the audit.

Collective Investment Schemes sourcebook
exception reporting

Under the Collective Investment Schemes sourcebook we are

also required to report to you if, in our opinion:

* proper accounting records have not been kept; or

e the financial statements are not in agreement with the
accounting records.

We have no exceptions to report arising from this responsibility.

PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

7 December 2023
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Summary of Significant Accounting Policies

For the year ended 31 August 2023

1. Accounting policies

Basis of preparation

The financial statements have been prepared under the
historical cost basis, as modified by the revaluation of
investments, in compliance with the Financial Conduct
Authority’s Collective Investment Schemes sourcebook.
They have been prepared in accordance with FRS102 and
the Statement of Recommended Practice for Authorised
Funds (SORP) for Financial Statements of Authorised Funds
issued by The Investment Association (now referred to as The
Investment Association) in May 2014 (the 2014 SORP), as
amended in 2017.

As stated in the Statement of Authorised Corporate Director’s
Responsibilities in relation to the Report and Financial
Statements of the Company on page 4, the Authorised
Corporate Director continues to adopt the going concern basis
in the preparation of the financial statements of the Company.

The accounting policies outlined below have been applied on a
consistent basis throughout the period.

Further analysis of the distribution and the net asset position
can be found within the Financial Statements of the individual
sub-funds.

Basis of valuation of investments

The investments of the Company have been valued at the
closing bid price on 31 August 2023, the last valuation point
in the accounting period. This is deemed by the ACD to reflect
the fair value of investments. A valuation as at the balance
sheet date, 31 August 2023, has been analysed along with
indices movements.

Unquoted, suspended and delisted investments are valued
based on the Investment Adviser's (RLAM) opinion of fair
value. The Investment Adviser has a Valuations Oversight
Committee (VOC) which reviews and values unquoted
investments on a monthly basis. Stale, static asset prices and
suspended assets are monitored weekly by the Fund Manager
and reviewed quarterly by the RLAM VOC in line with their Fair
Value Pricing Policy.

Exchange rates

Assets and liabilities denominated in foreign currencies have
been converted to sterling at the bid-market closing rates of
exchange on 31 August 2023.

Foreign income and expenditure has been converted into
sterling at the rate of exchange ruling at the date of transaction.

Recognition of revenue

Revenue from equities and non-equity shares (including
preference shares) is recognised when the security is quoted
ex-dividend.

Revenue from unquoted equity investments is recognised
when the dividend is declared. Interest and revenue from bank

balances and deposits, stock lending (net of fees paid) and
other securities is recognised on an accruals basis.

Underwriting commission is taken to revenue and recognised
when the issue takes place, except where the sub-fund is
required to take up all or some of the shares underwritten, in
which case an appropriate proportion of the commission is
deducted from the cost of those shares.

UK dividends are shown net of any associated tax credits
attached to the income.

Overseas revenue received after the deduction of withholding
tax is shown gross of tax, with the tax consequences shown
within the tax charge.

Special dividends are treated as revenue or capital according
to the nature of the event giving rise to the payment.

Dividends from UK REITs are split into PID (Property Income
Distributions) and Non-PID components for tax purposes.
Revenue arising from UK REITs’ tax-exempt rental business is
colloquially known as PID revenue and is taxable in the hands
of the Fund. A UK REIT may also carry out activities that give
rise to taxable profits and gains, it is from these that the REIT
will make a Non-PID distribution, these are treated for tax
purposes in the same way as dividends from UK companies
and are reflected under UK dividends within the revenue note.

Dividends received from US REITS are allocated between
revenue and capital for distribution purposes. The split is
based on the year-end tax reporting data issued by the US
REIT available on www.REIT.com. Where the split of revenue
and capital has not been announced at the accounting date a
provisional split will be used. The provision will be calculated
on the prior year’s aggregated dividend split for each US REIT.

Any income arising from stock lending is treated as revenue on
an accruals basis and is disclosed in the notes to the financial
statements net of directly attributable fees.

Treatment of expenses
Expenses are recognised on an accruals basis.

The underlying sub-funds will hold a number of various
share classes. Each share class suffers a different Fund
Management Fee, which can be found in the constitution
starting on page 311. Consequently the level of expenses
attributable to each share class will differ.

The costs and charges detailed in the Prospectus, including the
ACD'’s own fee, will be met out of this fixed Fund Management
Fee. In the event the actual costs incurred by a sub-fund
exceed the level of the fixed Fund Management Fee applicable
to that share class, the ACD shall bear any such excess.
Where the actual costs incurred by a sub-fund fall below the
fixed Fund Management Fee, the ACD shall be entitled to
retain any amount by which the fixed Fund Management Fee
exceeds those actual costs.
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Summary of Significant Accounting Policies (continued)

For the year ended 31 August 2023

1. Accounting policies - continued

Taxation

Provision is made for taxation at current rates on the excess
of investment revenue over allowable expenses, with relief for
overseas taxation taken where appropriate.

Deferred tax is provided on all timing differences that have
originated but not reversed by the balance sheet date. Deferred
tax is not recognised on permanent differences.

Deferred tax assets are recognised only to the extent that it
is more likely than not that there will be taxable profits from
which the future reversal of the underlying timing differences
can be deducted.

Authorised funds are exempt from UK Capital Gains Tax.
However, sub-funds which invest in certain types of Indian
assets are, in certain circumstances, subject to Indian Capital
Gains Tax. At year end 31 August 2023 the Royal London
Emerging Markets ESG Leaders Equity Tracker Fund was the
only sub-fund with direct exposure to these type of assets. A
deferred tax provision is included within note 9a on the balance
sheet, page 211 of the notes.

Treatment of derivative contracts

The unrealised gain/(loss) on open future contracts is disclosed
in the portfolio statement, where such contracts are held by
an individual sub-fund. The margins paid on these contracts
are included in the amounts held at derivative clearing houses
and brokers.

Motives and circumstances are used to determine whether
returns on derivative contracts should be treated as capital or
revenue. Where positions are undertaken to protect or enhance
capital and the circumstances support this, the returns are
included within net capital gains/(losses) in the Statement of
Total Return. Where they are undertaken for generating or
protecting revenue and the circumstances support this, the
returns are treated as revenue and are included within the
net revenue in the Statement of Total Return. The basis of
apportionment is typically made by reference to the yield on
the underlying security, index or other appropriate source.

Dilution adjustment

A dilution adjustment can be applied to all sub-funds.

The ACD reserves the right to make a daily dilution adjustment,
using swinging single pricing, for the sole purpose of reducing
dilution in the sub-funds. For further details as to why and how
the adjustment is calculated please refer to the Prospectus.

Cross holding

There were no cross holdings in the current or prior year for
any sub-funds within the ICVC.

2. Distribution policy

Basis of distribution

Revenue produced by the sub-funds’ investments accumulates
during each accounting year. If at the end of the accounting
year, revenue exceeds expenses, the net revenue of each
sub-fund is available to be distributed, at share class level,
to shareholders.

The following sub-funds make distributions on a quarterly
basis: Global Equity Income, UK Equity Income and UK
Dividend Growth.

The following sub-funds make distributions on a half yearly
basis: Japan Equity Tilt, UK Core Equity Tilt, European Growth,
UK Equity, UK Smaller Companies, Asia Pacific ex Japan Tilt,
Europe ex UK Equity Tilt, Global Equity Diversified, Global
Equity Select, Global Sustainable Equity, UK Broad Equity Tilt
and Sustainable Growth.

The following sub-funds make distributions on an annual basis:
UK Mid Cap Growth, UK Opportunities, US Equity Tilt and
Emerging Markets ESG Leaders Equity Tracker.

Apportionment to multiple share classes

The allocation of revenue and expenses to each share class
is based on the proportion of the sub-funds assets attributable
to each share class on the day the revenue is earned or the
expense is suffered. The Fund’s management charge is
specific to each share class.

Policy for stock dividends

The ordinary element of stock dividends is treated as income
but does not form part of the distribution, except in the case of
UK Equity Income where stock dividend income is distributed.

In the case of an enhanced stock dividend the value of the
enhancement is treated as capital and also does not form part
of the distribution.

Expenses

In determining the net revenue available for distribution,
expenses related to the purchase and sale of investments are
borne wholly by capital. In the case of Global Equity Income,
UK Equity Income and UK Dividend Growth sub-funds, all
expenses are borne by capital.

Equalisation

Equalisation applies only to shares purchased during the
distribution year/period (Group 2 shares). It represents the
accrued revenue included in the purchase price of the shares.
After averaging it is returned with the distribution as a capital
repayment. It is not liable to Income Tax but must be deducted
from the cost of the shares for Capital Gains Tax purposes.
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Summary of Significant Accounting Policies (continued)

For the year ended 31 August 2023

3. Risk management policies

In accordance with its investment objective, the Company
holds financial instruments such as equity shares, non-equity
shares, cash and has short-term debtors and creditors. The
risks arising from the Company’s financial instruments are
summarised below and remain unchanged from the prior year.
Further details can be found on pages 317 to 324.

Market risk

The main risk arising from the Company’s financial instruments
is market price risk which arises from the uncertainty about
future prices.

The individual Fund Managers of the sub-funds review the
portfolios in order to consider the asset allocation implications
and to minimise the risk associated with particular countries
or industry sectors, whilst continuing to follow the sub-funds
investment objectives.

The ACD adheres to the investment guidelines and investment
and borrowing powers established in the Prospectus and in the
Rules governing the operations of ICVCs. In this way the ACD
monitors and controls the exposure to risk from any type of
security, market sector or individual issuer.

Credit and liquidity risk

Credit risk is the risk that one party to a financial instrument
will cause a financial loss for the other party by failing to
discharge an obligation. This includes counterparty and issuer
risk. Cash is held with reputable credit institutions and credit
risk is assessed on a regular basis. Certain transactions
in securities that the Company enters into expose it to the
risk that a counterparty will not deliver the investment for a
purchase, or cash for a sale after the Company has fulfilled its
responsibilities. The Company only buys and sells investments
through brokers which have been approved by the Manager
as an acceptable counterparty and these are reviewed on an
ongoing basis.

The Company’s assets comprise mainly readily available
realisable securities, which can be sold to meet funding
requirements if and when necessary.

The main liability of the Company is the redemption of any
shares that investors wish to sell. Liquidity risk, mainly derived
from the liability to shareholders, is minimised through holding
cash and readily realisable securities which can meet the usual
requirements of share redemptions.

The liquidity risk for all sub-funds has been deemed insignificant
therefore numerical disclosures are not required.

Currency risk

The value of the Company’s investments may be affected
by currency movements since a proportion of the assets are
denominated in currencies other than sterling. The ACD may,
from time to time, seek to mitigate the effect of these currency
exposures by covering a proportion of its investments using
forward currency hedges. However, no such arrangements
were in place at the year end. The Company may also be
subject to short-term exposure to exchange rate movements,
for example where there is a delay between dealing and
subsequent settlement. However, the ACD considers that this
does not pose a significant risk given the short-term nature
of this exposure. The risk of currency movements on the
income property of the Company is minimised by converting
income received in foreign currency into sterling on the date
of transaction.

Interest rate risk

The Company’s exposure to interest rate risk is limited to
balances held at the bank as disclosed in the balance sheet.
Changes to the rate of interest applied on the underlying
balances will affect the Company accordingly. All cash
balances earn interest at a variable rate. Interest rate risk
is considered insignificant for the majority of the Funds, the
exception being the Royal London Sustainable Growth Fund
which holds a mixture of bonds and equities.

Derivatives risk

The ACD may employ derivatives for the purpose of efficient
portfolio management. All derivative trading is in the form of
instruments listed on a regulated exchange. Financial futures
are used in particular for efficient management of cashflow,
i.e. to deal with the control of marginal cashflow monies — for
example, investment of anticipated dividend receipts, as well
as to effect re-allocations of assets. Futures allow the ACD
to obtain market exposure quickly (thereby reducing risk) and
cheaply (reducing cost).
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Summary of Significant Accounting Policies (continued)

For the year ended 31 August 2023

Other
Potential implications of an epidemic and/or a pandemic

Epidemics and pandemics such as Covid-19, can seriously
disrupt the global economy and markets. Pandemics and
similar events could also have an acute effect on individual
issuers or related groups of issuers and could adversely affect
securities markets, interest rates, auctions, secondary trading,
ratings, credit risk, inflation, deflation and other factors relating
to a Fund’s investments or the ACD’s operations and the
operations of the ACD’s and the Company’s service providers.

The Ukraine situation

The Ukraine conflict and its consequences, including economic
sanctions on Russia, are having a significant impact on global
financial markets and commodity pricing. Royal London Asset
Management Limited is closely monitoring the associated
geo-political risks in relation to inflation, volatile markets and
security pricing. Please refer to the Manager’s Investment
Reports for commentary on the impact and outlook. The sub-
funds have no direct exposure to Russian companies and
Royal London Asset Management Limited is complying with all
restrictions and sanctions issued by the relevant authorities.
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Royal London UK Mid Cap Growth Fund

Manager’s Investment Report

Fund performance
12 months to 31 August 2023

1 year 3 year 5 year

total total total

return return return

% % %

Royal London UK Mid Cap Growth Fund, 0.82 3.65 -2.74
Class M Accumulation

Royal London UK Mid Cap Growth Fund, 0.95 3.85 -
Class N Accumulation

Royal London UK Mid Cap Growth Fund, 1.52 5.86 -
Class R Accumulation

Royal London UK Mid Cap Growth Fund, 0.94 410 -2.03
Class Z Accumulation

FTSE® 250 (ex Investment Trust) Total 3.09 15.32 -0.61

Return GBP
IA UK All Companies TR 3.79 22.84 8.41

Class R Accumulationlaunched on 22 November 2018 and Class N Accumulation
launched on 20 March 2020.

Past performance is not necessarily a reliable indicator
of 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: Royal London Asset Management Limited and Lipper,
as at 31 August 2023. Returns are net of management fees.
Investors should note that the total return is calculated on the
Fund’s official midday price whereas the Fund has been valued
as at close of business for the Net Asset Value quoted within the
Comparative Table. For further information, including ongoing
performance and Fund breakdown information, please refer to
the latest factsheet at www.rlam.com.

Performance overview

UK small and medium sized companies underperformed their
larger FTSE® 100 counterparts over the year, as investors
focussed on rising interest rates and the risks of a recession.
In this environment the Fund underperformed its benchmark
index, the FTSE® 250 ex-Investment Trusts TR.

While the Fund’s underweight position in the real estate sector
was a positive in terms of attribution (the sector sold off as
interest rates and bond yields increased), the biggest detractor
to performance came from the underweight allocation to the
consumer discretionary sector. Consumer spending has so
far proved more resilient this year than many commentators
had feared, and this has been evidenced in the trading
performances of retailers, pubs, restaurants and the travel
industry in particular.

Market overview

Over the past 18 months, equity market sentiment has been
dominated by rising inflation and interest rate expectations.
Stock specific newsflow has been secondary if not tertiary
in investors minds, as inflation spiked following the Covid
supply chain disruption, the Russian invasion of Ukraine —
and remained stubbornly high for the last 12 months. The US
Federal Reserve, European Central Bank and Bank of England
have all increased interest rates in reaction. The UK’s base
rate ended the period at 5.25%, having started the at 1.75%,
while 10-year gilt yields increased from 2.7% to 4.5%. The UK
Consumer Price Index (CPI) rose by 6.7% in the 12 months
to August 2023 and while this is the lowest reading since
February 2022, inflation during 2023 has been considerably
greater than expected at the start of the year.

This widespread increase in the cost of capital has put sustained
pressure on equity market valuations, and in particular longer
duration assets such ‘growth’ equities where a high proportion
of cash flows are expected to be in the future and thereby
sensitive to discount rates. In addition, companies with weak
balance sheets have seen earnings forecasts downgraded as
the cost of debt has increased. The de-rating in valuations of
‘growth’ stocks has been compounded by UK equity market
outflows.

In 2022 UK stocks suffered record annual outflows for the
seventh year in a row and 2023 has continued this trend
with over £7bn of outflows so far (Morningstar, July 2023).
Whether or not this is a function of Brexit, modest economic
growth, turbulent domestic politics or the structure of the
UK stock market, it is evident that asset allocators have lost
faith in the ability of UK stocks to deliver returns on a par with
US and international counterparts. At the time of writing the
S&P 500 has returned around 15% in 2023 to date, vs 3% for the
FTSE® 350. It is interesting to note that according to Berenberg
(September, 2023), the ‘super narrow’ characteristics of the US
market means that fewer S&P 500 stocks have outperformed
in the US in 2023 to date than in any year since 1990!

These factors have all contributed to a big dislocation between
the intrinsic value of many UK stocks, and their current share
prices. UK equities currently trade on a 30-year record
discount to global equities on a relative 12-month forward
P/E basis (Berenberg, September 2023). As a result, stocks
in this portfolio that were purchased using our ‘Growth at
a Reasonable Price’ (GARP) strategy could be considered
‘unreasonably’ good value today because in many cases these
companies have not suffered a diminution in their earnings
power. Weak share price performances are not necessarily
reflecting a permanent loss of capital, as balance sheets on the
whole remain strong — portfolio companies are only 0.1x geared
(ND/EBITDA) on average compared to 1.2x for the FTSE® 250
ex-1T index (Factset, August 2023). It is our strongly held belief
therefore that the recovery potential remains substantial when
sentiment eventually turns.
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Manager’s Investment Report (continued)

Market overview - continued

In the meantime there remains a vast dichotomy between
public and private market valuations, as evidenced by a raft
of takeover activity this year, despite the higher cost of capital.
Depressed public markets valuations have proven highly
attractive to private equity and industry acquirors, particularly
in the healthcare and technology sectors. The Fund has
been the beneficiary of a private equity bid for Dechra (EQT).
While this bid was at a reasonable premium (c. 44%) to the
undisturbed share price, the shares have previously traded
at higher prices, reflecting the diminution of public market
valuations following UK equity outflows and a challenging and
uncertain economic backdrop.

There are positive aspects to the era of ‘free money’ coming
to an end. A higher cost of capital brings a renewed focus on
efficient allocation of capital by governments, corporates and
consumers which, in the fullness of time, should lead to higher
returns on new investments. Profitable and cash generative
businesses with strong balance sheets and depressed
earnings multiples, are in the enviable position of having
an array of tools at their disposal to protect and enhance
shareholder returns. Many companies have made use of
surplus capital to deploy on share buybacks at the same time
as accelerating investment into own organic growth, capacity
expansion and product development. This has the effect of
permanently shrinking the equity base and growing Earnings
Per Share (EPS) and consequently shareholder returns. It
is also a way of taking advantage of downward pressure on
equity valuations from UK equity market outflows, and with
equity earnings yields around 10% currently, it represents an
attractive return on capital. Fund holdings such as Spectris,
the designer and manufacturer of scientific and analytical
instruments, Chemring, the countermeasures and sensors
specialist and Spirent Communications, a provider of network
testing and assurance, are just a few examples of companies
who have ongoing buybacks. In many cases, portfolio
company management teams have also been significant
purchasers of their own stock, as in the case of Hill & Smith,
the galvanising specialist, Coats, the leading global thread
manufacturer and Marshalls, a UK market leader in landscape
and building products.

Unit holders may be aware that the Fund has been overweight
in the technology sector for some time, a result of our process
seeking out companies which benefit from secular growth
thematics or economic tailwinds, that support end markets
over long periods of time. Furthermore, technology companies
often have the capacity to scale quickly on low levels of capital.
Indeed, for many businesses, technology budgets have moved
from being discretionary to strategic in nature and this has
driven accelerated spend on software asset management,
cyber security and cloud infrastructure. Bytes Technology,
a leading value-added reseller and a long-term holding in
the Fund, has been a significant beneficiary of this trend.

Artificial intelligence (Al) is another secular driver to add to
this list, with corporate and investor attention sharply focussed
on the threats and opportunities provided by the technology
following the launch of OpenAl’s updated intelligent assistant,
Chat GPT-4, and Google’s competing Al tool, Bard. Nvidia,
the US computer chip design group, has already significantly
increased earnings guidance twice this year, citing Al related
demand. It is also clearly a threat to some business models,
with US provider of online study guides Chegg, withdrawing
profits guidance in May blaming use of Al tools by customers.
While there are concerns that Al could disrupt certain business
models, most of the companies that we speak with suggest
that Al is already a part of their technology infrastructure and is
likely to improve efficiency and productivity, rather than replace
business models. Al has been a significant driver of US stock
market leadership.

Portfolio commentary

Hill & Smith was the top contributor in the period. Tighter
monetary policy by central banks has reduced global Gross
Domestic Product (GDP) growth expectations, and in an effort to
support economic growth, many governments are now turning
to fiscal stimulus. Hill & Smith is a significant beneficiary of the
Bipartisan Infrastructure Law (signed late 2021), the CHIPS &
Science Act, and Inflation Reduction Act (both 2022) — these
initiatives have partially overlapping priorities but together
introduce $2 trillion in new federal spending over the next ten
years. Hill & Smith has specific capabilities in galvanising,
composites and engineered solutions across a range of
infrastructure end markets. These skills, in combination with
the disposal of their French galvanising business, have driven
earnings growth this year and led to several upgrades of
analyst expectations.

Other than Dechra (subject to a bid as mentioned earlier),
Genuit was another significant contributor. The sustainable
building solutions manufacturer, supported by building
efficiency regulations, has weathered the UK construction
weakness better than peers, bucking the trend by increasing
profits guidance over the summer. Following a change of
management the company is benefiting from self-help,
including positive actions on pricing and a rationalisation of
their property footprint.

Spirent Communications and Watches of Switzerland were
two of the largest detractors. Spirent suffered from a pause
in capital expenditure by the big US telecommunications
operators and equipment vendors last year, but has since
guided to an improving order book and pipeline of business
which is likely to support the second weighting in profits. The
company has very differentiated technology in live 5G network
and equipment testing (Visionworks) which are exposed to
attractive long-term growth opportunities, while the significant
net cash balance sheet position provides ample flexibility to
maintain product development through any downturn.
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Portfolio commentary - continued

Watches of Switzerland delivered resilient operational
performance in the year, growing earnings 20% driven by
sustained demand for high end watches. However softer
demand for jewellery (the category only represents 10%
of sales) took some gloss off results and then over the
summer, Rolex announced that they had acquired rival
retailer Bucherer. Rolex is an important supplier and partner
to Watches of Switzerland, and there is now a perceived risk
to product allocation over the long term. However this has
been presented as a Swiss solution to a succession issue at
Bucherer; Rolex has no intention of moving into direct retail
in the immediate future, and Bucherer will continue to be
managed independently and operate under its own brand and
own management.

The Fund initiated new positions in ITV, the vertically integrated
TV producer, broadcaster and streamer, IMI, the speciality
engineering group. ITVX, ITV’s new streaming platform, has
been well received following an overhaul in user experience
and an expansion in its content offering. Furthermore, the
company’s innovative Planet V platform, which allows agencies
and advertisers to buy targeted video advertising, has been
gaining traction. ITV also operates a successful studios
business which has the potential to leverage the demand it has
seen for content across third party platforms and geographies.
The company has a solid balance sheet and is attractively
valued for the growth on offer.

After a number of years of footprint rationalisation to improve
operational execution and create a more flexible cost base, IMI
is now in a position to benefit from healthy end markets and
drive sustained margin improvements. The business has world-
leading positions in niche markets such as bespoke industrial
valves for nuclear or LNG plants and precision pneumatic
valves for industrial tools. These markets are growing thanks
to long-term investment into energy infrastructure, industrial
automation and energy efficient heating and cooling systems.
The shares trade at a discount to peers despite having top
quartile margins and returns on capital, and accelerating
order books.

Investment outlook

There is considerable uncertainty about the outlook for the
rest of 2023 and clearly there is a risk that elevated interest
rates could tip economies into a recession. However, corporate
balance sheets remain very robust (meaning that the balance
of power is in the hands of us as equity holders rather than the
debt holders), cost inflation is now receding (freight rates, raw
materials and energy prices are materially lower than in 2022)
and much of the destocking and supply disruption following
Covid appears to be moving into the rear-view mirror.

UK equity market valuations are currently at extreme levels.
Indeed, the FTSE® 250 is trading at the cheapest levels in 30
years relative to the FTSE® 100 on a median 12-month forward
dividend yield basis (Berenberg, September 2023). What
has been interesting over the recent earnings season is how
share prices have reacted to corporate newsflow. In several
cases share prices have jumped significantly higher on in-line
statements, suggesting investor sentiment has become overly
negative. There is a reasonable argument to suggest that we
are looking at a tempting combination of companies trading on
trough valuations and trough earnings forecasts! It is of course
difficult to predict the catalyst for improved UK stock market
performance, but a normalisation in macroeconomic conditions
and an end to UK equity outflows might just trigger it.

Our focus has always been on the long term and we continue
to seek out companies with the valuable fundamental attributes
(scalability, innovation, strong management teams, barriers to
entry and unique assets) that will allow them to ‘control the
controllables’ in any economic environment. We continue to
believe that it is these fundamental attributes that drive stock
prices over the long term, and macroeconomic data or technical
headwinds such as asset allocation flow can lead to short-
term mispricing. As such, we are excited by the opportunities
currently on offer for UK mid cap company investors.

Henry Lowson

Fund Manager

Royal London Asset Management Limited
31 August 2023

Please note that this commentary is written as at end of the
review period. For insights into market events or positioning
since then, please go to www.rlam.com.

This report covers investment performance, activity and
outlook. For a wider look at the Fund, our Annual Assessment
of Value report is available at www.rlam.com.

The Task Force on Climate-related Financial Disclosures
Report can be found under the relevant Fund name at https://
www.rlam.com/uk/individual-investors/funds. This report has
been prepared in accordance with the recommendations
of the TCFD, which aims to help the investment community
build a more in-depth and consistent picture of the impact of
climate change. A copy of Royal London Asset Management
Limited’s annual TCFD Report can also be found on
our website.

The views expressed are the author's own and do not
constitute investment advice and are not an indication
of future Fund performance. Portfolio holdings are
subject to change, for information only and are not
investment recommendations.

Source: Royal London Asset Management Limited, unless
otherwise stated.
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Comparative Tables

Class M Accumulation

Class R Accumulation

31/08/23 31/08/22 31/08/21 31/08/23 31/08/22 31/08/21
Change in net assets per share (p) (p) (p) Change in net assets per share (p) (p) (p)
Opening net asset value per share 424.64 570.30 414.81 Opening net asset value per share 111.96 149.30 107.83
Return before operating charges* 6.53 (141.89) 159.19 Return before operating charges* 1.72 (37.26) 41.55
Operating charges (3.32) (3.77) (3.70) Operating charges (0.07) (0.08) (0.08)
Return after operating charges* 3.21 (145.66) 155.49 Return after operating charges* 1.65 (37.34) 41.47
Distributions on accumulation shares (9.39) (7.74) (5.07) Distributions on accumulation shares (3.30) (2.95) (2.21)
Retained distributions on 9.39 7.74 5.07 Retained distributions on 3.30 2.95 2.21
accumulation shares accumulation shares
Closing net asset value per share 427.85 424.64 570.30 Closing net asset value per share 113.61 111.96 149.30
* after direct transaction costs of: 0.29 0.66 0.51 * after direct transaction costs of: 0.08 0.17 0.13
Performance Performance
Return after charges 0.76% (25.54)% 37.48% Return after charges 1.47% (25.01)% 38.46%
Other information Other information
Closing net asset value ( £000) 68,353 80,291 80,384 Closing net asset value ( £000) 275,152 302,730 422,997
Closing number of shares 15,976,234 18,908,065 14,095,225 Closing number of shares 242,188,633 270,384,942 283,318,751
Operating charges 0.77% 0.77% 0.77% Operating charges 0.06% 0.06% 0.06%
Direct transaction costs 0.07% 0.14% 0.11% Direct transaction costs 0.07% 0.13% 0.11%
Prices? Prices?
Highest share price 465.50 575.50 571.10 Highest share price 123.10 150.70 149.50
Lowest share price 374.00 413.30 394.80 Lowest share price 98.69 108.80 102.70
Class N Accumulation Class Z Accumulation

31/08/23 31/08/22 31/08/21 31/08/23 31/08/22 31/08/21
Change in net assets per share (p) (p) (p) Change in net assets per share (p) (p) (p)
Opening net asset value per share 136.10 182.63 132.77 Opening net asset value per share 148.21 198.74 144.34
Return before operating charges*® 2.09 (45.56) 50.92 Return before operating charges*® 2.28 (49.44) 55.43
Operating charges (0.97) (0.97) (1.06) Operating charges (0.93) (1.09) (1.03)
Return after operating charges* 112 (46.53) 49.86 Return after operating charges* 1.35 (50.53) 54.40
Distributions on accumulation shares (3.11) (2.60) (1.72) Distributi