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Manager's Investment Report

empty

Investment Objective and Policy
In line with the updated rules and guidance for the asset management industry 
published by the Financial Conduct Authority (FCA) in February 2019, we have 
clarified the Investment Objectives and Policies for our UK regulated funds. 

The revised Investment Objective and Policy came into effect on 7 August 2019. 
The previous and revised Investment Objective and Policy are set out below. 

Prior to 7 August 2019
The investment objective of  this Trust is to secure capital growth by investing in a 
concentrated portfolio of  UK equities. 

The Trust aims to invest in small to mid-cap companies by market capitalisation and 
also larger companies which form part of  the FTSE All-Share, Fledgling and AIM 
indices.

The Trust may hold derivatives for the purposes of  Efficient Portfolio Management.

From 7 August 2019
The objective of  the Trust is to provide growth above that of  the FTSE All Share TR 
Net Index, the “Benchmark Index”. The Trust aims to outperform the Benchmark 
Index by 5% per annum. This objective is before the deduction of  any charges and 
measured over rolling three year periods.

The Trust is actively managed and invests at least 80% in shares of  UK companies. 
These are companies that are incorporated, headquartered or which have their principal 
business activities in the UK, or companies that are listed in the UK and constituents 
of  the Benchmark Index. 

Over a market cycle (typically 3 to 5 years) the Trust will comprise a portfolio of  
on average 30 to 60 companies across all market capitalisations which form part of  
the Fledgling, AIM and FTSE All Share indices, including companies with micro 
capitalisation. These are selected by the Manager following research of  each company. 
At times the Trust’s portfolio may be concentrated.

The Trust may also invest in collective investment schemes including those managed or 
operated by the Manager or an affiliate of  the Manager as well as participatory notes, 
preference shares, cash, permitted deposits and money market instruments (such as 
treasury bills). 

In addition, the Trust is also permitted to receive and hold warrants and convertible 
bonds as a result of  corporate actions.

The Trust may only hold derivatives for the purpose of  Efficient Portfolio 
Management.

Manager's Investment Report
During the period under review, the bid price of  the Trust’s R-Class accumulation units 
fell by 0.51%. This compares with a rise in the Benchmark Index of  5.15% on a total 
return basis (Source: Bloomberg)

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.
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Market/Economic Review
Equity markets gained ground over the review period, despite volatility reasserting itself  
in August with an escalation in US-China trade tensions. Markets were underpinned by 
an accommodative stance from the major central banks with US Federal Reserve (Fed) 
opting to cut interest rates in July, September and October, 
aimed at keeping a decline in earnings expectations from morphing into a broader 
recession. As the review period ended, markets were boosted as the US and China 
agreed a phase one trade agreement cancelling planned American tariffs on Chinese 
goods and reducing those imposed in September, in exchange for Beijing increasing 
purchases of  US agricultural goods.

In the UK, political developments overshadowed the equity market, particularly in 
the early part of  the review period as uncertainty over Brexit negotiations increased 
scepticism amongst investors globally that the UK’s withdrawal from the European 
Union can be resolved in a timely and efficient manner. The UK economy shrank 
during the second quarter of  2019 for the first time in almost seven years, as stockpiling 
activity slowed and Brexit uncertainty intensified against a backdrop of  weaker global 
growth. In October, the EU and the UK agreed to delay Brexit until the end of  
January 2020, preventing the UK from exiting without a withdrawal agreement. 
This prompted a sharp rally in Sterling during the fourth quarter as the risk of  a 
‘no-deal’ Brexit was reduced. As the review period ended, the Conservatives won an 
emphatic majority in the UK general election in mid-December. The surprisingly large 
scale of  the majority provided a significant boost to the UK equity market under the 
assumption this would provide certainty of  government, including being able to pass 
the EU Withdrawal Bill seamlessly through Parliament. 

Domestically oriented smaller companies rallied strongly as the review period ended, 
with the decisive election result boosting sentiment towards stocks that derive a 
substantial proportion of  their earnings from the UK economy. Mid-cap stocks 
performed well over the review period, boosted by ongoing merger and acquisition 
activity. A combination of  earlier Sterling weakness, attractive valuations and the low 
cost of  borrowing has encouraged takeover bids from acquisitive corporations and 
private equity investors.

Trust Review
In the early part of  the review period, particularly in August when equity markets fell 
sharply on an escalation in the US-China trade dispute, the portfolio’s sector allocation 
detracted from returns. Most notably, an overweight position in technology and an 
underweight position in mega-cap consumer goods and healthcare stocks, which are 
less sensitive to the economic cycle, had a negative impact. At the stock level, one 
of  the largest detractors from performance was Micro Focus International, after the 
company issued a profit warning. The software group cautioned it was unlikely to meet 
annual revenue guidance, as a worsening macroeconomic backdrop had caused clients 
to delay placing new orders. Our holdings in First Derivatives, Mercantile Ports and 
Logistics also fell heavily during August. 

Subsequently, an underweight position in financials detracted from performance, 
when the sector led the UK equity market as investors rotated into cyclical value stocks 
as the risk of  a ‘no-deal’ Brexit faded. As this style rotation continued in October, 
we saw positive returns from the portfolio, driven by a combination of  stock selection 
and sector allocation. For allocation, the underweight position in consumer goods and 
resources was helpful. We also saw a positive impact from stock selection in industrials, 
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oils and consumer services companies. Elegant Hotels made the most significant 
contribution, after management accepted a takeover bid from US multinational group 
Marriott. 

Trust liquidity has dramatically improved in recent months, with the addition of  
AB Foods and global information services provider Experian being the most recent 
changes to the portfolio. We also added new holdings in engineering group Senior and 
property advisory group Savills. Earlier in the review period, we exited the remaining 
position in power developer KSK Power Ventur and introduced a new holding in Tesco. 
We were encouraged by the supermarket’s capital market’s day, where management 
focused on the pathway for profitable growth and cash generation.

Outlook
Looking ahead, we are cautiously optimistic on the outlook for the UK economy, 
as some of  the risks that have put a handbrake on growth for some time, namely a 
disorderly Brexit and the prospect of  a hard-left government, have receded. 
This should bode well for more economically sensitive areas of  the market where 
valuations are relatively low in contrast to the more defensive areas of  the market. In 
particular, the so-called bond-proxy or high quality names, whose valuations leave little 
room for disappointment.

 
 
Legal & General Investment Management Limited
(Investment Adviser) 
10 January 2020
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Authorised Status
This Trust 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
10 February 2020
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Portfolio Statement as at 18 December 2019
All investments are in ordinary shares unless otherwise stated. The percentages in 
brackets show the equivalent holdings at 18 June 2019.

  

Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
UNITED KINGDOM 
— 75.61% (67.14%) Test Test
Oil & Gas Producers 
— 12.25% (5.50%) 

16,576,440 Amerisur Resources1 3,156,154 3.26
500,000 BP 2,399,000 2.48
137,000 Royal Dutch Shell ‘B’ 3,070,855 3.18

15,887,794 Savannah Petroleum1 3,225,222 3.33

11,851,231 12.25

Construction & Materials 
— 7.89% (6.17%) 

600,000 Balfour Beatty 1,581,600 1.63
1,500,000 Melrose Industries 3,531,000 3.65
5,000,000 SigmaRoc1 2,525,000 2.61

7,637,600 7.89

Aerospace & Defense 
— 4.25% (3.44%) 

715,000 Senior 1,243,385 1.29
44,070,080 TP Group1 2,864,589 2.96

4,107,974 4.25

Electronic & Electrical Equipment 
— 0.78% (0.98%) 

1,287,918 Xaar 754,706 0.78

Support Services — 6.52% (6.65%) 
1,614,778 Ince Group1 1,873,143 1.94

300,000 Northgate 934,500 0.96
626,100 Smart Metering Systems1 3,499,899 3.62

6,307,542 6.52

Automobiles & Parts 
— 1.10% (0.00%) 

190,901 Aston Martin Lagonda Global 1,067,142 1.10

Food Producers — 2.31% (0.00%) 
88,000 Associated British Foods 2,235,200 2.31

Household Goods & Home 
Construction — 3.83% (0.00%) 

38,500 Bellway 1,436,820 1.48
250,000 Crest Nicholson 1,043,000 1.08
503,041 Watkin Jones 1,229,935 1.27

3,709,755 3.83

Health Care Equipment & Services 
— 0.36% (0.55%) 

2,650,000 Totally1 344,165 0.36
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Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
Pharmaceuticals & Biotechnology 
— 0.00% (0.81%) Test Test

Food & Drug Retailers 
— 2.60% (0.00%) 

1,000,000 Tesco 2,515,000 2.60

Media — 1.55% (2.84%) 
2,319,676 Bonhill Group 834,912 0.86

543,771 Pebble Group 663,401 0.69

1,498,313 1.55

Travel & Leisure — 1.52% (5.53%) 
500,000 Cineworld Group 1,153,197 1.19

2,101,500 Escape Hunt1 315,225 0.33

1,468,422 1.52

Fixed Line Telecommunications 
— 1.09% (4.26%) 

991,278 Zegona Communications 1,050,755 1.09

Mobile Telecommunications 
— 1.24% (0.00%) 

100,000 Gamma Communications 1,205,000 1.24

Banks — 2.42% (0.00%) 
940,670 Royal Bank of Scotland Group 2,337,565 2.42

Life Insurance — 2.98% (3.18%) 
200,000 Prudential 2,884,000 2.98

Real Estate Investment & Services 
— 1.23% (0.00%) 

110,000 Savills 1,191,300 1.23

Financial Services — 7.25% (8.42%) 
143,410 Arden Partners1 24,380 0.02
430,080 IntegraFin 1,926,758 1.99
350,000 Jupiter Fund Management 1,437,450 1.49
400,000 M&G 931,200 0.96

1,000,000 Tatton Asset Management1 2,700,000 2.79

7,019,788 7.25

Software & Computer Services 
— 12.23% (16.92%) 

5,970,900 1Spatial1 1,549,181 1.60
125,000 First Derivatives1 3,375,000 3.49
168,890 Micro Focus International 1,792,261 1.85
348,974 NCC Group 722,376 0.74

1,739,321 PROACTIS1 869,661 0.90
3,742,524 SysGroup1 1,197,608 1.24
4,020,718 Tribal Group1 2,332,016 2.41

11,838,103 12.23

Technology Hardware & Equipment 
— 0.76% (0.75%) 

8,619,861 Filtronic1 732,696 0.76
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Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
Oil Equipment & Services 
— 1.45% (1.14%) Test Test

905,525 Tekmar Group 1,403,564 1.45

AUSTRALIA — 5.91% (8.18%) 
Software & Computer Services 
— 3.33% (4.83%) 

65,784,145 Wameja 3,223,308 3.33

Technology Hardware & Equipment 
— 2.58% (3.35%) 

56,000,000 Seeing Machines1 2,492,000 2.58

CHANNEL ISLANDS — 5.55% (4.36%) 
Industrial Metals & Mining 
— 2.02% (1.99%) 

1,000,000 Yellow Cake 1,960,000 2.02

Industrial Transportation 
— 1.44% (2.37%) 

106,956,651 Mercantile Ports and Logistics1 1,390,437 1.44

Support Services — 2.09% (0.00%) 
80,000 Experian 2,021,600 2.09

FRANCE — 0.00% (0.27%) 
Health Care Equipment & Services 
— 0.00% (0.27%) 

ISLE OF MAN — 0.00% (3.26%) 
Electricity — 0.00% (0.23%) 

10,467,767 KSK Power Ventur2 — —

Software & Computer Services 
— 0.00% (3.03%) 

ISRAEL — 3.20% (4.66%) 
Technology Hardware & Equipment 
— 3.20% (4.66%) 

7,597,875 BATM Advanced Communications 3,099,987 3.20

LUXEMBOURG — 1.39% (0.00%) 
General Retailers — 1.39% (0.00%) 

330,000 B&M European Value Retail 1,341,450 1.39

UNITED STATES — 3.77% (4.73%) 
Health Care Equipment & Services 
— 0.00% (0.00%) 

2,407,159 Constellation Healthcare 
Technologies - Promissory note3 — —
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Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
Pharmaceuticals & Biotechnology 
— 3.77% (4.73%) Test Test

3,174,167 MaxCyte1 3,650,292 3.77

Portfolio of investments4 92,338,895 95.43

Net other assets 4,423,627 4.57

Total net assets £96,762,522 100.00%

1 These securities are quoted on the Alternative Investment Market and comprise 39.41% 
of the net assets of the Trust.

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

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

4 All investments are admitted to an official stock exchange unless otherwise stated.

Total purchases for the period: £30,122,115.

Total sales for the period: £32,778,791.
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Statement of Total Return
for the period ended 18 December 2019

18/12/19 18/12/18
£ £ £ £

Income

Net capital losses  (620,941)  (39,012,194)

Revenue  673,212  574,614

Expenses  (314,948)  (862,316)

Interest payable  
and similar charges (4) —

Net revenue/(expense)  
before taxation  358,260  (287,702)

Taxation —  (433,199)

Net revenue/(expense)  
after taxation for the period  358,260  (720,901)

Total return  
before distributions  (262,681)  (39,733,095)

Distributions  (441,730)  (1,160)

Change in net assets  
attributable to Unitholders  
from investment activities  £(704,411)   £(39,734,255)

Statement of Change in Net Assets attributable to  
Unitholders for the period ended 18 December 2019

18/12/19 18/12/18
£ £ £ £

Opening net assets  
attributable to Unitholders  103,256,836  167,971,570

Amounts received on  
issue of units  240,426  2,202,276

Amounts paid on  
cancellation of units  (6,464,782)  (17,558,809)

 (6,224,356)  (15,356,533)

Change in net assets  
attributable to Unitholders 
from investment activities  (704,411)  (39,734,255)

Retained distributions on  
accumulation units  434,453 —

Closing net assets  
attributable to Unitholders  £96,762,522  £112,880,782

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 18 December 2019

18/12/19 18/06/19
£ £

ASSETS

Fixed assets:

Investments    92,338,895    95,616,511

Current assets:

Debtors    2,966,871    269,632

Cash and bank balances    5,469,137    8,028,357

Total assets    100,774,903    103,914,500

LIABILITIES

Creditors:

Bank overdrafts    –    (123,835)

Other creditors    (4,012,381)    (533,829)

Total liabilities    (4,012,381)    (657,664)

Net assets attributable  
to Unitholders    £96,762,522    £103,256,836
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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 Association 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.

  3.   Post Balance Sheet Events
In the best interests of  Unitholders, an adjustment was applied to the Trust on 
24 January 2020 to reflect a potential liability.
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Trust Information

Net Asset Values and Units in Issue

Class
Net Asset 
Value (£) Units in Issue

Net Asset 
Value per 

Unit (p)
R-Class test
Accumulation Units 14,244,455 10,387,934 137.13
F-Class test
Accumulation Units 5,149 3,493 147.41
I-Class test
Accumulation Units 29,800,160 19,584,474 152.16
C-Class test
Accumulation Units 758 2,000 37.90
L-Class test
Accumulation Units 52,712,000 106,224,308 49.62

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.

Ongoing Charges Figures

18 Dec 19 18 Jun 19
R-Class test 1.53% 1.53%
F-Class test 1.03% 1.03%
I-Class test 0.78% 0.78%
C-Class test 0.60% 0.60%
L-Class test 0.03% 0.03%

The Ongoing Charges Figure (OCF) is the ratio of  the Trust's total disclosable costs 
(excluding overdraft interest) to the average net assets of  the Trust.

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
R-Class 
A shortfall for the R-Class units arose because expenses exceeded the revenue of  the 
R-Class. This being the case, there is no interim distribution payable for the R-Class.

F-Class 
The distribution payable on 18 February 2020 is 0.2404p per unit for accumulation 
units.

I-Class 
The distribution payable on 18 February 2020 is 0.4376p per unit for accumulation 
units.

C-Class 
The distribution payable on 18 February 2020 is 0.1430p per unit for accumulation 
units.

L-Class 
The distribution payable on 18 February 2020 is 0.3282p per unit for accumulation 
units.

Trust 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 Trust 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 Trust. The shaded area in the 
table above shows the Trust’s ranking on the Risk and Reward Indicator.

• The Trust is in category five because it invests in company shares which are 
sensitive to variations in the stock market. The value of  company shares can 
change substantially over short periods of  time. Company shares are generally 
considered to be higher risk investments than bonds or cash.

• Even a trust in the lowest category is not a risk free investment.
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Constitution
Launch date: 27 May 2005

Period end dates for distributions: 18 December, 18 June

Distribution dates: 18 February, 18 August

Minimum initial lump sum 
investment: R-Class £100

F-Class* £500
I-Class £1,000,000
C-Class** £20,000,000
L-Class*** £100,000

Minimum monthly contributions: R-Class £20
F-Class* £50
I-Class N/A
C-Class** N/A
L-Class*** N/A

Valuation point: 12 noon

Fund management fees: R-Class Annual 1.53%
F-Class* Annual 1.03%
I-Class Annual 0.78%
C-Class** Annual 0.60%
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 Trust; and

(ii) distributors who the Manager reasonably considers will adequately bear the costs 
of  marketing to and acquiring investors at no or limited cost to the Manager, and 
to whom the Manager 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.
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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.

ISA Status 
This Trust 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.

Dual Pricing Arrangement
The Manager’s fixed dual pricing arrangement has a set spread to account for the costs 
of  transacting in a particular Trust. Where the Manager operates a box through which 
unit subscriptions and unit redemptions are netted into a single trade instruction to the 
Trustee, the netting reduces the actual transaction costs and this generates a revenue to 
the Manager. The revenue generated from this activity is calculated on a monthly basis 
and returned to the Trust in the form of  a payment from the Manager. This provides 
an enhanced return to the Trust, though the size of  any return will be dependent on the 
size of  subscriptions and redemptions. 

Significant Changes
Change in Investment Objective and Policy
In line with the updated rules and guidance for the asset management industry 
published by the Financial Conduct Authority (FCA) in February 2019, we have 
clarified the Investment Objectives and Policies for our UK regulated funds.

The revised Investment Objective and Policy came into effect on 
7 August 2019. The previous and revised Investment Objective and Policy are set out 
on page 2.

Publication of Short Report Discontinued
With effect from 20 September 2019, the Short Report for this Trust will no longer be 
issued.
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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
E. Cowhey* (appointed 9 October 2019)
A. J. C. Craven
S. Hynes 
H. Morrissey
H. Solomon
L. W. Toms
A. R. Toutounchi*
M. J. Zinkula (resigned 15 July 2019)

*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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