
PERFORMANCE (%)

12 months to 30 June  2019  2018  2017  2016  2015

Fund 5.61 2.12 6.13 6.02 6.55

Source: Lipper, LGIM as at 30 June 2019. Total Return net of tax and charges. I-Class GBP 
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. Past performance is not a 
guide to future performance.

FUND REVIEW
The fund produced a positive return over the quarter. Driven by the broad market rally, with 
riskier assets at the forefront, the main positive contributors to performance were European 
and US equity as well as local and hard-currency emerging-market debt. There were no 
significant detractors from performance.

In terms of the fund’s positioning, we removed our small exposure to US energy. Although we 
remain positive on the US energy sector over the medium term, the trade had not performed 
as expected so we have removed that exposure for now to protect performance. As a relative-
value trade, to reverse it we increased our allocation to broad US equities. Within fixed income, 
we diversified our European duration exposure away from German bunds into slightly higher-
yielding French OATs and Italian BTPs. Later in the quarter we also started to reduce duration 
across the board given the strength of bonds, and in particular took profits by reducing our 
investments in Italian BTPs.

OUTLOOK
The notion that equity and bond investors are pricing different scenarios of the future has 
received a lot of attention recently. However, unlike some market commentators, we don’t 
think there is a disconnect that demands one or the other to re-price sharply.

In fixed income, lower yields are sometimes a reflection of the market’s declining growth 
expectations, but there can be other reasons for such moves. In recent months we have, at 
least in part, been dealing with a change in the Fed’s thinking as it has placed greater weight 
on the drop in inflation expectations, and signalled that they are willing to cut rates despite 
a still relatively steady economy. From the equity investor’s perspective, this shift is a net 
positive: it should mean continued economic growth will not in its own right prompt higher 
interest rates.

Assuming the Fed’s stance doesn’t continue to shift, we believe growth should begin to 
dominate equities again, especially after the G-20 summit saw some better than expected 
progress in the Sino-American trade feud. Therefore, on balance, we have a modest positive 
view on equities and risk assets over the medium-term, as we believe we are still in a 
“goldilocks world” of reasonable growth, low inflation and accommodative central banks. 
We believe recent developments have extended the economic cycle once again and the bull 
market will likely only end when the cycle ends.
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WHAT’S THE STORY?
Risk assets ended the quarter in positive territory as central banks became more dovish 
– that is, less likely to increase interest rates – than anticipated. Having surged ahead in 
April, markets snapped back sharply in May as the US-China trade war came back into 
focus. It became clear that the talks were about far more than just trade, and rather 
concerned the US taking steps to protect itself from a geopolitical rival. Prompted by 
worries over downside risks to the economic outlook, in June the markets moved to 
price in rate cuts from the US Federal Reserve (Fed) and the European Central Bank 
(ECB), as well as further quantitative easing from the latter. The quarter ended with the 
G20 meeting, where the US and China agreed to resume trade negotiations, providing 
further support for the markets. The prospect of more accommodative monetary policy 
was beneficial for both risk assets and developed-market government bonds. Only 
commodities and Japanese equities delivered negative returns, with the latter affected 
by uncertainty over a possible election.
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Economic cycle
Economy is in late cycle, but the cycle 

has likely been extended
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Valuations
Risk asset valuations are not excessive
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Systemic risk
Material geopolitical risks balanced 
with an improving outlook on China 

and global debt levels
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Multi-Index DT risk profile Expected 
Fund range volatility band volatility^

7 12.6 – 14.7 13.9

6 10.5 – 12.6 12.1

5 8.4 – 10.5 10.0

4 6.3 – 8.4 8.0

3 4.2 – 6.3 5.8
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TARGET ASSET ALLOCATION BREAKDOWN
All data source LGIM unless otherwise stated. Totals may not sum due to rounding. As at 30 June 2019.

Important information

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.

© 2019 Legal & General Investment Management. All rights reserved. No part of this document may be reproduced in whole or in part without the 
prior written consent of Legal & General Investment Management.

TO FIND OUT MORE

 Call 0345 070 8584 Email fundsales@lgim.com Visit www.lgim.com/multi-index
 Charges may vary

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 3 Fund and their analysis has indicated that the fund has 
remained in line with the fund risk profile 3 (as at 29 March 2019). 
^Expected volatility (as at 30 June 2019) as calculated by LGIM using data 
provided by Distribution Technology.

Higher
risk

Lower
risk

*Implemented through futures 
**Includes direct bonds 
***Includes country specific bond futures

Equities 23.5
Legal & General UK Index Trust 5.5
Legal & General US Index Trust 5.5
Legal & General Japan Index Trust 3.5
Legal & General European Index Trust 3.0
Legal & General Global Emerging Markets Index Fund 2.0
Russell 2000 Index* 1.5
Legal & General Pacific Index Trust 1.0
Legal & General UK Mid Cap Index Fund 0.5
NASDAQ 100 Index* 0.5
L&G Frontier Markets Equity Fund 0.5

Government Bonds 21.0
Legal & General Global Inflation Linked Bond Index Fund** 9.5
Legal & General All Stocks Gilts Index Trust 8.0
L&G Euro Treasury Bond Index Fund*** 2.5
Legal & General All Stocks Index Linked Gilt Index Trust 0.5
Australia Government Bond** 0.5

Credit and EMD 35.0
Legal & General Sterling Corporate Bond Index Fund 14.0
LGIM Global Corporate Bond Fund 8.5
L&G Emerging Markets Government Bond (USD) Index Fund 4.0
L&G Emerging Markets Govt Bond (Local Currency) Index Fund 3.5
Legal & General High Income Trust 2.5
Legal & General Short Duration Corporate Bond Fund 2.0
L&G Emerging Markets Short Duration Bond Fund 0.5

Alternatives 6.0
Legal & General UK Property Fund 2.5
Legal & General Global Infrastructure Index Fund 1.5
Legal & General Global Real Estate Dividend Index Fund 1.0
L&G Commodity Index Fund 1.0

Cash 14.5
Cash 14.5


