
For Professional Clients** 

**  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% 

Expected volatility (%)* 5.4 7.4 9.4 11.3 13.2 

Q2 2018 

WHAT’S THE STORY? 
At the time of writing, the England’s men football team were World Cup semi-finalists and about to take on Croatia for a place in the 
final. By now, England could even be FIFA world champions. Either way, this young team are sure to have come home national 
heroes. To think of the sombre mood of the nation just two years ago when the team had crashed out of the European 
championships after having lost to Iceland. Emerging markets debt is an area where the mood appears to have been sombre and 
moving away from fundamentals. It is difficult now to not see the recent sell-off as overdone. Emerging markets have built up 
currency resources over time and therefore are unlikely to default on their external debt, offer a yield north of 5% and their valuations 
look inexpensive relative to other fixed income assets. With credentials like that, maybe it won’t be much longer until investors 
change their mood on this attractive asset class. 

 
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 31 March 2018). *Expected volatility (as at 
30 June 2018) as calculated by LGIM using data provided by Distribution Technology. 
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TARGET ASSET ALLOCATION BREAKDOWN (AS AT 30 JUNE 2018) TARGET ASSET ALLOCATION 

Lower risk HIgher risk 

Source: LGIM 

19.00% 

61.00% 

8.00% 

12.00% 

Equities Fixed income Alternatives Cash

Equities 19.00% 
Legal & General UK Index Trust 4.50% 
Legal & General UK Mid Cap Fund 0.50% 
Legal & General European Index Trust 3.00% 
European Utilities 0.50% 
Legal & General US Index Trust 4.00% 
US Technology 0.50% 
Legal & General Japan Index Trust 2.50% 
Legal & General Pacific Index Trust 1.50% 
Legal & General Global Emerging Markets Index Fund 1.00% 
Indian Equity Futures 0.50% 
Mexican Equity Futures 0.50% 
Fixed Income 61.00% 
Legal & General High Income Trust 2.50% 
Legal & General EM Government Bond (US$) Index Fund 5.00% 
Legal & General EM Government Bond (Local Currency) Index Fund 4.00% 
Legal & General Sterling Corporate Bond Index Fund 8.50% 
Legal & General Short Duration Corporate Bond Index 6.00% 
LGIM Global Corporate Bond Fund 7.00% 
Legal & General All Stocks Gilts Index Trust 10.00% 
L&G Euro Treasury Bond Index 2.50% 
Australian Government Bonds Futures 2.50% 
Legal & General All Stocks Index Linked Gilt Index Trust 1.00% 
Legal & General Global Inflation Linked Bond Index Fund 12.00% 
Alternatives 8.00% 
Legal & General UK Property Fund 4.50% 
Legal & General Global Real Estate Dividend Index Fund 2.00% 
Legal & General Global Infrastructure Index Fund 1.50% 
Cash 12.00% 



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 delivered a positive return over the quarter.  

Despite escalating trade war rhetoric and the election of a populist government with a euro-sceptic slant in Italy, the quarter was 
broadly positive for risk assets. UK equities performed particularly well with a weak pound and a stronger energy sector. Both REITs 
and listed infrastructure also turned around their disappointing start to the year. US equities, and in particular small-cap equities, 
performed well, ahead of European and Japanese equities.  

Both emerging market assets (equities, local debt, and hard debt) and European peripheral debt were the worst performing asset 
classes over the quarter. Emerging market assets are generally more exposed to concerns over Trump’s protectionist stance, as 
well as suffering from country specific issues in Turkey, Mexico and Brazil. 

As a result, the fund’s allocation to US and UK equities and global REITs were the main contributors to fund performance. However, 
this was partially offset by the exposure to both local and hard currency emerging market debt. 

This quarter we switched from our utility proxies and invested into the newly launched L&G Global Infrastructure Index Fund for our 
infrastructure exposure. We added a small exposure to Indian and Mexican equities (via index futures) as we continue to be more 
selective within the emerging market equity universe. We also added exposure to US tech, a sector benefiting from strong positive 
momentum in first half of 2018. We removed our energy stock exposure following the sector’s outperformance as a result of rising oil 
prices. 

OUTLOOK 
We expect the recent strong economic growth to continue for the time being. However, there are a number of indicators which 
suggest that the global economy is moving towards the latter stages of the economic cycle; unemployment is low, inflation is starting 
to rise, the yield curve is flattening and credit spreads are moving wider. Typically, credit spreads widen before equities peak. This is 
one of the reasons we are currently reducing our allocation to corporate bonds in the funds. 

From our perspective, there are three key risks of which to be mindful: that inflation could rise faster than expected, a further 
strengthened US dollar which would squeeze other nations and trade wars. On the latter, escalation increases the risk of a more 
negative financial market reaction and damage to business and consumer confidence. If a full-scale trade war becomes a reality, we 
see it as inflationary and negative for US, Chinese and global growth. However, this scenario is not part of our base case outlook 
and we see the current rhetoric from Trump as part of his usual negotiating position to reach a more stable and agreeable outcome.  

Against that backdrop, we remain at a neutral level of risk in the funds with a slight overweight to equities and targeted defensive 
positions. These include our relative overweight allocation to the US dollar and inflation-linked bonds as well as a higher exposure to 
infrastructure. 

 

FUND PERFORMANCE (%) 

Q2 2018 Legal & General Multi-Index 3 Fund 

Past performance is not a guide to future performance. 

Source: Lipper, LGIM as at 30 June 2018. 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 15 30 June 16 30 June 17 30 June 18 

Performance 6.55 6.02 6.13 2.12 
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