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**  Please note that this document has been produced for professional advisers for 
discussion with existing investors who are familiar with investment terminology. 

Multi-Index fund range 3 4 5 6 7 
DT risk profile volatility band (%) 4.2% - 6.3% 6.3% - 8.4% 8.4% - 10.5% 10.5% - 12.6% 12.6% - 14.7% 
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WHAT’S THE STORY? 
Vive la revolution! Sort of. After the Netherlands and now Macron in France, you could be forgiven if you thought polling-day 
surprises were locked in a box marked ‘2016’. Instead, it seems they are here to stay but are confined to the Anglosphere for the 
time being. The result of the snap UK general election left political commentators dumbfounded in the second quarter. The 
Conservative majority predicted by most opinion polls were embarrassingly wide of the mark and left no doubt that a new political 
paradigm is upon us. Last year gave us two political shocks, following the creation of only the sixth hung parliament in British history 
it could be a case of two’s company, Theresa’s crowd. 

In the playlist of monetary policy, the US Fed was on repeat with another 0.25% rate rise, Mario Draghi queued up potential ECB 
bond purchase tapering and Mark Carney’s messaging was on shuffle mode but still sent the pound higher against the US dollar. 
Indeed, the reaction at the end of the quarter from both equities and bonds should act as a timely reminder that multi-asset investors 
must remain vigilant to not only the politics but other risks that can drive markets and therefore overall portfolio performance. 

RISK PROFILE CONFIRMATION STATEMENT 
The Risk Profile Volatility Band data is supplied by Distribution Technology. Although this product has been designed with 
Distribution Technology’s Dynamic Planner model in mind – and these are the risk ratings we specifically target – the portfolios can 
be risk-mapped to different risk profilers. Distribution Technology has assessed the Legal & General Multi-Index 5 Fund and their 
analysis has indicated that the fund has remained in line with the fund risk profile 5 (as at 31 March 2017).  
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TARGET ASSET ALLOCATION BREAKDOWN (AS AT 30 JUNE 2017) TARGET ASSET ALLOCATION 

Lower risk HIgher risk 

Source: LGIM 

52.5% 
35.0% 

10.5% 
2.0% 

Equities
Fixed income 
Alternatives
Cash

Equities 52.50% 
Legal & General UK Index Trust 12.50% 
Legal & General UK Mid Cap Fund 3.50% 
Legal & General European Index Trust 6.50% 
Legal & General US Index Trust 14.00% 
Index Future - US Energy Equities 1.00% 
Legal & Genreal Japan Index Trust 6.00% 
Legal & General Pacific Index Trust 4.00% 
Legal & General Global Emerging Markets Index Fund 4.25% 
Index Futures - Indian Equities 0.75% 
Fixed Income 35.00% 
Legal & General High Income Trust 4.00% 
Legal & General EM Government Bond (US$) Index Fund 4.50% 
Legal & General EM Government Bond (Local Currency) Index Fund 3.50% 
Legal & General Sterling Corporate Bond Index Fund 12.00% 
LGIM Global Corporate Bond Fund 5.00% 
L&G Euro Treasury Bond Index Fund 1.00% 
Futures - Australian Government Bonds 1.00% 
Legal & General Global Inflation Linked Bond Index Fund 4.00% 
Alternatives 10.50% 
Legal & General UK Property Fund 6.00% 
Legal & General Global Real Estate Dividend Index Fund 2.50% 
Index Futures - European Utilities 2.00% 
Cash 2.00% 



CONTACT US FOR MORE INFORMATION 

 0345 070 8684* fundsales@lgim.com lgim.com/multi-index  

*Call costs may vary 

Important Notice  

This is not a consumer advertisement. It is intended for professional financial advisers and should not be relied upon by private investors or any 
other persons. The views expressed within this document are those of Legal & General Investment Management Limited, who may or may not have 
acted upon them. Legal & General Investment Management Limited is and regulated by the Financial Conduct Authority and is the Investment 
Adviser to the Legal & General Multi-Index funds, UK authorised unit trusts.The value of investments and any income from them may fall as well as 
rise, and investors may get back less than they invest. Past performance is not a guide to future performance. Exchange rate changes may cause 
the value of any overseas investments to rise or fall. Multi-Index funds are sensitive to interest rate changes. At times, especially over shorter 
timescales, lower risk-profiled funds may fall in value by more than higher risk-profiled funds. An increase in medium to long-term interest rates is 
likely to reduce the value of an investment in these funds. The funds invest in riskier bonds, known as sub-investment grade bonds. These bonds 
pay higher interest rates to try to provide more attractive income returns. The value of property is generally a matter of valuer’s opinion rather than 
fact. Details of the specific and general risks associated with the funds mentioned are contained in the Key Investor Information document(s).Legal 
& General (Unit Trust Managers) Limited. Authorised and regulated by the Financial Conduct Authority.   
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FUND REVIEW  
The fund produced a positive return over the quarter.  

Political developments and central bank announcements did little to hamper returns or increase volatility over the period. Equity 
markets saw modest gains with Japan leading the pack with 6.8% gains, the US 3.1% and the UK and European equities delivering 
just over 1% in local terms, which helped the overall fund returns. US bonds declined slightly over the quarter while German and UK 
ten-year yields rose marginally. Spreads tightened in high yield, investment grade and emerging market debt over the quarter. 

However, UK government bonds (both nominal and inflation-linked) proved a drag on performance. Our positive bias towards 
sterling added to returns as a result of its relative strength over the quarter (gaining 3.8% against the US dollar). 

We continued to lower our exposure to global high yield bonds in favour of local currency market debt. In order to manage political 
event risk more effectively, we reduced sterling exposure prior to the UK general election in favour of the US dollar.  

We added a position in Australian government bonds using futures, one of the highest yielding developed bond markets globally, 
and introduced exposure to more defensive utilities within our European equity allocation, which reflect outstanding value relative to 
other sectors.  

We also reduced exposure to the UK within the equities portion of the fund in favour of other regions.   

OUTLOOK 
Although Macron’s election win in France seems to have calmed nerves of a populist rising in Europe, the structural growth and 
inflation headwinds in Europe are not dead. In Asia, we are still worried about Chinese debt levels and likely slowing economic 
growth, even if carefully managed by the government. However, the global economic cycle remains supportive of risk assets and we 
do not see any immediate risk of a recession. 

That said, our market outlook has not changed significantly and the overall risk of the funds is a touch below average as systemic 
risks remain somewhat elevated. 

As a result we favour a selection of mid-risk assets such as real estate, infrastructure and emerging market bonds which all pay an 
attractive yield but should act more defensively compared to equities if we see market sell offs. It is important to note that these 
investments are more sensitive to rising interest rates, so we have offset this in portfolios through lower allocations to government 
and corporate bonds. 

FUND PERFORMANCE (%) 

Q2 2017 Legal & General Multi-Index 5 Fund 

Past performance is not a guide to future performance. 

Source: Lipper, LGIM as at 30 June 2017. Total Return net of tax and charges. I class accumulation. 
Please remember, the value of investments and any income from them may fall as well as rise and you may get back less than you invest. 

12 months to 30 June 14 30 June 15 30 June 16 30 June 17 

Performance 7.63 4.80 13.85 
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