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Manager's Investment Report

empty

Investment Objective and Policy
The objective of  the Fund is to provide income and growth.  

The Manager will aim to identify a combination of  assets that allow the payment of  a 
regular income, while maintaining a focus on capital preservation.

The Fund is actively managed and will have exposure to shares in companies, bonds 
(both corporate and government), money market instruments (such as treasury 
bills), cash, deposits and indirectly to property and alternative asset classes (such as 
commodities). The shares in companies and bonds may represent all economic sectors 
and geographical areas.

The Fund will have higher exposure to bonds and money market instruments than to 
shares in companies. The Fund will have exposure of  up to 35% to shares in companies 
and at least 45% to money market instruments and bonds with an investment grade 
rating.

To obtain exposure to shares in companies, bonds, money market instruments and cash, 
the Manager may invest directly and/or in collective investment schemes (both active 
and Index tracker) including those which are operated by the Manager or an associate 
of  the Manager. At times the Fund may be fully invested in collective investments 
schemes only or direct investments only. 

The Fund may only use derivatives for Efficient Portfolio Management purposes.

Manager's Investment Report
During the review period, the published price of  the Fund’s C-Class accumulation units 
fell by 6.20%. The Fund over/under-performed its peer group, as funds within the 
Investment Association Mixed Investment 0-35% Sector delivered a mean (average) 
return of  -3.22% (Source: Lipper Hindsight).

Past performance is not a guide to future performance. 

The value of investments and any income from them may go down as well as 
up.

Exchange rate changes may cause the value of any overseas investments to 
rise or fall.

Market/Economic Review  
Global equity indices fell sharply over the review period, plunging in late February and 
early March as the coronavirus spread throughout Europe and the US. Markets had 
begun 2020 on a positive footing, as the US and China had reached a phase one trade 
agreement, but optimism was quickly erased as the COVID-19 pandemic heightened 
fears of  a global economic recession. As the period ended, equities regained a 
semblance of  calm, after central banks and governments worldwide announced a range 
of  monetary and fiscal stimulus packages to underpin the global economy.

Up until February, US equities were supported by the resilience of  the domestic 
economy, particularly consumer demand, but fell steeply from an all-time high as the 
coronavirus spread and individual states went into lockdown. The Federal Reserve 
reduced interest rates to zero for only the second time in its history, while in late March 
Congress approved an unprecedented $2 trillion fiscal stimulus package.

UK equities have been particularly disappointing over the period. A resounding victory 
for the Conservatives in the December general election heralded a rally over the fourth 
quarter, particularly amongst more domestically-focused smaller companies. However, 
the UK market posted its worst quarterly performance since 1987 during the opening 
months of  2020, with smaller companies particularly hard hit by the sell-off.  
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The impact of  COVID-19 was severe on sectors such as retailers, financials, industrials 
and real estate, as a range of  companies moved to suspend dividend payments and 
opted to preserve cash, to ensure they had sufficient liquidity to see themselves through 
the crisis.

Yields in the major government bond markets fell sharply as the review period ended 
with investors switching out of  equities on growing concerns over the global economic 
outlook, with a growing number of  countries implementing lockdown measures to 
contain the coronavirus outbreak. Previously, the shift to a more accommodative 
monetary policy from the major central banks, as investors correctly anticipated US 
interest rate cuts in the autumn, had been more beneficial for riskier asset classes such 
as equities.

Emerging markets underperformed major government bond markets. Although 
lower interest rates and a decline in bond yields in the major markets boosted demand 
for higher yielding sovereign debt, markets experienced a sharp sell-off  during the 
first quarter, exacerbated by the weakness of  local currencies against the US Dollar. 
Nevertheless, issuance levels have been high as both sovereign and corporate borrowers 
have looked to attract international investors. However, several emerging economies 
with relatively high debt levels and current account deficits came under increased 
scrutiny, notably Turkey and Argentina, while a rating downgrade for South Africa 
highlighted residual credit risk.

Fund Review
The Fund produced a negative return over the period. The market uncertainty caused 
by the COVID-19 outbreak meant that the Fund gave back much of  the positive 
performance it had gained in the months leading up to 2020. The sharp fall in the 
value of  company shares, particularly UK, European and US companies, detracted 
from performance during the coronavirus period; as did global high yield bonds and 
emerging market debt.

The volatility in the bond market allowed us to make some tactical adjustments to 
the portfolio. The steps taken by central banks to support companies have created 
conditions for stronger performance of  corporate bonds in the future and so we 
increased our exposure in mid-March. 

As the sell-off  began, we reduced our exposure to company shares as we are more 
cautious on the asset class. Following the sharp decline in oil prices, we added to our 
exposure to European energy companies.

Outlook
Our view on the spread of  the virus and market reaction informs much of  our current 
positioning. We remain wary on the outlook for risk assets like global equities, given the 
large uncertainty over the economic impact of  the coronavirus and our concerns over 
the knock-on effect on earnings. Over the medium term, however, we are neutral as we 
think valuations have improved significantly.

Fiscal and monetary policymakers have undertaken truly impressive interventions 
around the world. However, while these actions have made the tail risk of  a truly 
systemic crisis much less likely, they cannot stop the virus nor erase the economic 
impact of  those measures deployed against it.

Hence we remain cautious in the short term, even amid rallies in risk assets. In terms 
of  duration we are neutral in the short term. We expect central banks to keep yields 
low as they seek to prop up economies. Over the medium term, we expect yields to rise 
as the world returns to ‘normality’. Finally, we are positive on investment grade credit 

Manager's Investment Report continued
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Manager's Investment Report continued

and global high yield, having upgraded our stance after spreads widened substantially. 
Though we expect defaults to pick up, support from policymakers should help cushion 
bond-holders, while carry is attractive.

Important note from the Manager
Since January 2020, global financial markets have been affected by the COVID-19 
coronavirus. The impact on the Firm will take longer to assess; however, the Company 
has enacted its business continuity plans, with a large number of staff working 
remotely. Our technology and IT infrastructure supports large scale remote working, 
with our Investment Management Teams able to work in a `business as usual' manner. 
We remain in regular contact with all key suppliers and we continue to monitor this 
situation closely.

The virus has caused major uncertainty and disruption to businesses and everyday 
life. Financial markets have reacted sharply to this news, with concerns regarding the 
economic impact this may have on a global scale. The long-term impact on the global 
economy and markets will depend upon the overall scale and the duration of the 
outbreak, as well as on the actions taken by governments and central banks.

Legal & General Investment Management Limited
(Investment Adviser) 
6 May 2020
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Authorised Status
This Fund is an Authorised Unit Trust Scheme as defined in section 243 of  the 
Financial Services and Markets Act 2000 and is a UCITS Retail Scheme within the 
meaning of  the FCA Collective Investment Schemes sourcebook.

Directors’ Statement
We hereby certify that this Manager's Report has been prepared in accordance with the 
requirements of  the FCA Collective Investment Schemes sourcebook.

      
A. J. C. Craven     L. W. Toms
(Director)     (Director)

      
Legal & General (Unit Trust Managers) Limited
27 May 2020
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Portfolio Statement as at 30 April 2020
All investments are in investment grade securities or collective investment schemes 
unless otherwise stated. The percentages in brackets show the equivalent holdings at 
30 October 2019. 

  

Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
GOVERNMENT BONDS 
— 4.97% (6.35%) Test Test

GBP3,000,000 United Kingdom Gilt 0.625% 
07/06/2025 3,077,956 3.52

USD1,130,000 US Treasury Index Linked Bond 1% 
15/02/2048 1,271,672 1.45

4,349,628 4.97

FUNDS INVESTED IN SHARES 
— 17.55% (21.36%) 

5,433,185 Legal & General (N) Tracker Trust 
'I' Inc1 8,307,340 9.49

944,393 Legal & General European Index 
Trust 'I' Inc1 2,443,145 2.79

3,699,476 Legal & General Global 
Infrastructure Index Fund 'L' Inc1 2,242,252 2.56

2,987,095 Legal & General Global Real Estate 
Dividend Index Fund 'L' Inc1 1,617,512 1.85

567,846 Legal & General UK Index Trust 'L' 
Inc1 753,532 0.86

15,363,781 17.55

FUNDS INVESTED IN INTEREST 
BEARING SECURITIES 
— 63.68% (60.29%) 

1,192,413 L&G Emerging Markets Short 
Duration Bond Fund 'Z USD' Inc1 890,020 1.02

1,517,958 Legal & General All Stocks Gilt Index 
Trust 'I' Inc1 2,125,141 2.43

12,489,181 Legal & General Emerging Markets 
Government Bond (Local Currency) 
Index Fund 'L' Inc1 6,599,283 7.53

16,600,472 Legal & General Emerging Markets 
Government Bond (US$) Index Fund 
'L' Inc1 8,735,169 9.97

18,614,406 Legal & General High Income Trust 
'I' Inc1 7,583,509 8.66

13,352,824 Legal & General Managed Monthly 
Income Trust 'I' Inc1 9,059,891 10.34

10,988,811 Legal & General Short Dated 
Sterling Corporate Bond Index Fund 
'L' Inc1 5,570,228 6.36

3,782,043 Legal & General Sterling Corporate 
Bond Index Fund 'L' Inc1 2,241,617 2.56

9,722,946 LGIM Global Corporate Bond Fund 
'B' Acc1 12,973,327 14.81

55,778,185 63.68
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Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
EQUITY INVESTMENT INSTRUMENTS 
— 6.05% (6.60%) Test Test

59,311 iShares Emerging Markets Dividend 
UCITS ETF 795,361 0.91

98,012 iShares Euro Dividend UCITS ETF 1,246,517 1.42
581,700 iShares UK Dividend UCITS ETF 3,259,265 3.72

5,301,143 6.05

FUTURES CONTRACTS 
— 0.37% (0.91%) 

5 Euro-Bund Future Expiry June 2020 (299) —
15 US 10 Year Treasury Notes Future 

Expiry June 2020 (15,416) (0.02)
(35) Long Gilt Future Expiry June 2020 (126,175) (0.14)

11 E-Mini S&P 500 Index Future Expiry 
June 2020 199,188 0.23

(3) Euro STOXX 50 Index Future Expiry 
June 2020 (2,368) —

(18) FTSE 100 Index Future Expiry June 
2020 (38,744) (0.05)

(17) FTSE 250 Index Future Expiry June 
2020 (97,416) (0.11)

21 SPI 200 Australian Index Future Expiry 
June 2020 104,455 0.12

80 STOXX 600 Oil & Gas Future Expiry 
June 2020 166,607 0.19

(20) EUR/GBP Currency Future Expiry 
June 2020 21,826 0.02

(3) EUR/USD Currency Future Expiry 
June 2020 11,516 0.01

186 GBP/USD Currency Future Expiry 
June 2020 102,554 0.12

325,728 0.37

Portfolio of investments2 81,118,465 92.62

Net other assets3 6,467,210 7.38

Total net assets £87,585,675 100.00%

1 Unlisted securities are valued at the Manager’s best assessment of their fair 
and reasonable value.

2 Including investment liabilities.
3 Includes shares in the LGIM Sterling Liquidity Fund Class 1 to the value of 

£4,939,795 which is shown as a cash equivalent in the balance sheet of the 
Fund.

Total purchases for the period: £6,360,110.

Total sales for the period: £9,499,545.



Financial Statements

8

Statement of Total Return
For the period ended 30 April 2020

30/04/20 30/04/19 

£ £ £ £

Income

Net capital (losses)/
gains    (7,311,422)    2,504,933

Revenue    1,499,221    1,184,543

Expenses    (167,130)    (127,148)

Interest payable  
and similar charges    (3,555)    (12,904)

Net revenue  
before taxation    1,328,536    1,044,491

Taxation    (8,110)    (5,308)

Net revenue  
after taxation for the period    1,320,426    1,039,183

Total return  
before distributions    (5,990,996)    3,544,116

Distributions    (1,389,782)    (1,088,354)

Change in net assets  
attributable to Unitholders  
from investment activities    £(7,380,778)    £2,455,762

Statement of Change in Net Assets attributable to  
Unitholders  for the period ended 30 April 2020

30/04/20 30/04/19
£ £ £ £

Opening net assets  
attributable to Unitholders    95,653,933    60,880,283

Amounts received on  
issue of units    2,281,484    26,462,558

Amounts paid on  
cancellation of units    (3,012,639)    (991,352)

   (731,155)    25,471,206

Dilution levy    —    32,865

Change in net assets  
attributable to Unitholders 
from investment activities    (7,380,778)    2,455,762

Retained distributions on  
accumulation units    43,675    39,746

Closing net assets  
attributable to Unitholders    £87,585,675    £88,879,862

The difference between the opening net assets and the comparative closing net assets is 
the movement in the second half  of  the year.
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Balance Sheet as at 30 April 2020

30/04/20 30/10/19
£ £

ASSETS

Fixed assets:

Investments    81,398,883    91,404,944

Current assets:

Debtors    377,617    687,045

Cash and bank 
balances    1,595,009    310,836

Cash equivalents    4,939,795    4,319,402

Total assets    88,311,304    96,722,227

LIABILITIES

Investment liabilities    (280,418)    (48,776)

Creditors:

Bank overdrafts    (102,356)    (508,223)

Distributions payable    (224,745)    (430,375)

Other creditors    (118,110)    (80,920)

Total liabilities    (725,629)    (1,068,294)

Net assets attributable  
to Unitholders    £87,585,675    £95,653,933
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  1.   Statement of Compliance
The Financial Statements have been prepared in compliance with UK Financial 
Reporting Standard 102 (FRS 102) and in accordance with the Statement of  
Recommended Practice for UK Authorised Funds issued by the Investment 
Management in May 2014 (2014 SORP). 

  2.   Accounting Policies
The accounting policies applied are consistent with the most recent annual 
Financial Statements.

  (a) Basis of Preparation
The Financial Statements have been prepared on a going concern basis, under 
the historical cost convention as modified by the revaluation of  certain financial 
assets and liabilities measured at fair value through profit or loss. In making this 
assessment, and in response to COVID-19, the Manager has considered, amongst 
other things, factors such as Fund size, cash flows through the Fund and Fund 
liquidity.
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Fund Information

Net Asset Values and Units in Issue

Class
Net Asset 
Value (£) Units in Issue

Net Asset 
Value per 

Unit (p)
F-Class test
Distribution Units 78,814 162,651 48.46
Accumulation Units 1,106 2,000 55.30
I-Class test
Distribution Units 862 1,730 49.83
Accumulation Units 1,118 1,932 57.87
C-Class test
Distribution Units 84,443,218 168,417,436 50.14
Accumulation Units 2,303,404 3,953,025 58.27
D-Class test
Distribution Units 230,128 472,517 48.70
Accumulation Units 525,997 929,508 56.59
L-Class test
Distribution Units 1,028 2,025 50.77

Past performance is not a guide to future performance.

The price of units and any income from them may go down as well as up.

Exchange rate changes may cause the value of any overseas investments to 
rise or fall.

Ongoing Charges Figures
30 Apr 20 30 Oct 19

F-Class test 0.63% 0.62%
I-Class test 0.49% 0.48%
C-Class test 0.39% 0.38%
D-Class test 0.99% 0.98%
L-Class test 0.07% 0.06%

The Ongoing Charges Figure (OCF) is the ratio of  the Fund's total disclosable costs 
(excluding overdraft interest) and all costs suffered through holdings in underlying 
Collective Investment Schemes, to the average net assets of  the Fund.

The OCF is intended to provide a reliable figure which gives the most accurate measure 
of  what it costs to invest in a fund and is calculated based on the last period's figures.
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Distribution Information
F-Class 
The distribution payable on 29 May 2020 is 0.1286p per unit for distribution units and 
0.1460p per unit for accumulation units.

I-Class 
The distribution payable on 29 May 2020 is 0.1306p per unit for distribution units and 
0.1526p per unit for accumulation units.

C-Class 
The distribution payable on 29 May 2020 is 0.1329p per unit for distribution units and 
0.1534p per unit for accumulation units.

D-Class 
The distribution payable on 29 May 2020 is 0.1292p per unit for distribution units and 
0.1491p per unit for accumulation units.

L-Class 
The distribution payable on 29 May 2020 is 0.1348p per unit for distribution units.

Fund Information continued
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Risk and Reward Profile

1 2 3 4 5 6 7

Lower risk Higher risk

Potentially lower rewards Potentially higher rewards

• The Risk and Reward Indicator table demonstrates where the Fund ranks in terms 
of  its potential risk and reward. The higher the rank the greater the potential 
reward but the greater the risk of  losing money. It is not guaranteed to remain the 
same and may change over time. It is based on historical data and may not be a 
reliable indication of  the future risk profile of  the Fund. The shaded area in the 
table above shows the Fund’s ranking on the Risk and Reward Indicator.

• The Fund is in category three because the mix of  different asset types in which 
the Fund invests has a balancing effect on the rate at which the Fund share price 
moves up and down. This type of  fund is generally considered to be higher 
risk than one investing only in bonds and lower risk than one investing  only in 
company shares.

• Even a fund in the lowest category is not a risk free investment.
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Constitution
Launch date: 5 October 2015

Period end dates for distributions: 30 of  each month (28 in February),
30 October (Final)

Distribution dates: 29 of  each month (27 in February),
29 November (Final)

Minimum initial lump sum 
investment: F-Class† £20

I-Class £1,000,000
C-Class* £100,000,000
D-Class £100
L-Class** £100,000

Valuation point: 3pm

Fund Management Fee: F-Class† Annual 0.59%
I-Class Annual 0.45%
C-Class* Annual 0.35%
D-Class Annual 0.95%
L-Class** Annual 0.03%

Initial charge: Nil for all existing unit classes

† Class F units are available to:

(i) investors who have received advice from authorised intermediaries, platforms  
or other distributors in relation to their investment in units in the Fund; and

(ii) distributors who the Fund reasonably considers will adequately bear the costs of  
marketing to and acquiring investors at no or limited cost to the Fund, and to 
whom the Fund has confirmed that such distributor or investor meets the criteria 
for investment in such units.

*  Class C units are available to certain eligible investors who meet the criteria for 
investment in such units as outlined in the share class policy of  the Manager, which 
is available to investors in the C-Class upon request. Where investors in the C-Class 
no longer continue to meet the criteria for investment in such units, further 
investment in such units may not be permitted.

**  Class L units are only available to other Legal & General funds and/or companies 
which have entered into an agreement with the Manager or an affiliate of  the 
Manager.

Pricing and Dealing
The prices are published on the internet at  
www.legalandgeneral.com/investments/funds/prices-and-reports/daily-fund-prices 
immediately after they become available.

Dealing in units takes place on a forward pricing basis, from 8:30am to 6:00pm, Monday 
to Friday.

Buying and Selling Units
Units may be bought on any business day from the Manager or through a financial 
adviser by completing an application form or on the internet at  
www.legalandgeneral.com. Units may normally be sold back to the Manager on any 
business day at the bid price calculated at the following valuation point.
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ISA Status 
This Fund may be held within this tax advantaged savings arrangement. The favourable 
tax treatment of  ISAs may not be maintained. For full written information, please 
contact your usual financial adviser or ring 0370 050 0955.

Call charges will vary. We may record and monitor calls.

Prospectus and Manager’s Reports 
Copies of  the Prospectus and the most recent annual or interim reports are available 
free of  charge by telephoning 0370 050 0955 or by writing to the Manager.

Do you have difficulty in reading information in print because of  a disability? If  so, we 
can help. We are able to produce information for our clients in large print and braille. If  
you would like to discuss your particular requirements, please contact us on
0370 050 0955.

EU Savings Directive 
The Fund has been reviewed against the requirements of  the Directive 2003/48/EC 
on Taxation of  savings in the form of  interest payments (ESD), following the HM 
Revenue & Customs debt investment reporting guidance notes.

Under the Directive, information is collected about the payment of  distributions to 
residents in certain other countries and is reported to HM Revenue & Customs to be 
exchanged with Tax authorities in those countries.

The Fund falls within the 25% debt investment reporting threshold. This means that 
details of  all distributions and redemption proceeds paid to non UK investors will 
be reported by Legal & General (Unit Trust Managers) Limited to HM Revenue & 
Customs to be exchanged with the relevant Tax authorities.

Significant Change
Closure of F-Class Units
As at 12 December 2019, the F-Class units were closed to new business.
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Authorised Fund Manager
Legal & General (Unit Trust Managers) Limited
Registered in England and Wales No. 01009418
Registered office:
One Coleman Street,
London EC2R 5AA
Telephone: 0370 050 3350
Authorised and regulated by the Financial Conduct Authority

Directors of the Manager
A. Clare* (appointed 10 September 2019) 
E. Cowhey* 
A. J. C. Craven
S. Hynes 
H. Solomon
L. W. Toms
A. R. Toutounchi*

*Non-executive Director

Secretary
J. McCarthy 

Registrar
Legal & General (Unit Trust Managers) Limited
P.O. Box 6080,
Wolverhampton WV1 9RB
Authorised and regulated by the Financial Conduct Authority

Dealing: 0370 050 0956
Enquiries: 0370 050 0955
Registration: 0370 050 0955
Call charges will vary. We may record and monitor calls.

Trustee 
Northern Trust Global Services SE UK Branch
Trustee and Depositary Services
50 Bank Street,
Canary Wharf,
London E14 5NT

Authorised by the Prudential Regulation Authority and regulated by the Financial 
Conduct Authority and the Prudential Regulation Authority 

Independent Auditors
KPMG LLP 
15 Canada Square,
London E14 5GL

Investment Adviser
Legal & General Investment Management Limited
One Coleman Street,
London EC2R 5AA
Authorised and regulated by the Financial Conduct Authority
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