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Investment Objective and Policy 
The primary objective of the Fund is to generate income which 
grows at the rate of inflation +4%, where income is measured on a 
per unit basis over three year rolling time periods. 

The Fund has a secondary objective to achieve capital growth in 
line with income growth over the medium to long term. 

The above objectives are before the deduction of any charges and 
assumes income is reinvested. There is no guarantee that any of the 
objectives will be met over any time period. Both capital and 
reinvested income are at risk. 

The Fund will achieve its objectives by permanently investing not 
less than 85% of its assets in the L&G Real Income Builder Fund, a 
Sub-fund of the Legal & General Authorised Contractual Scheme 
(ACS). While it is envisaged that the Fund will normally be fully 
invested in the L&G Real Income Builder Fund, the Fund may also 
hold up to 15% of its assets in cash or near cash. The Fund will use 
derivatives for hedging purposes only. 

Risk Profile 
The Legal & General Real Income Builder Fund invests into the 
Legal & General Real Income Builder Fund (Sub-fund of the ACS) 
only.  The Risk Profile of the underlying Fund is shown below:  

Credit Risk 
This Fund is invested in financial securities such as bonds. With these 
investments, there is a risk of suffering loss due to a party not meeting 
its financial obligations. This risk is managed by monitoring the 
financial stability of investments and companies, via credit ratings. 

Market Risk 
Market risk arises mainly from uncertainty about future prices. It 
represents the potential loss the Fund may suffer through holding 
market positions in the face of market movements. The Manager 
adheres to the investment guidelines and in this way, monitors and 
controls the exposure to risk from any type of security, sector or 
issuer. 

Currency Risk 
This Fund holds investments in overseas financial securities. The 
performance of the Fund may therefore be affected by changes in 
exchange rates. This risk may be managed by the use of forward 
currency contracts, which aim to manage the effect of changing 
exchange rates. 

Interest Rate Risk 
This Fund is invested in interest bearing securities. The performance 
of the Fund may therefore be affected by changes in interest rates. 
The active monitoring and adjustment of the investments in the 
portfolio manages this risk. 
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Fund Facts 
Period End Dates for Distributions: 30 June, 31 December 

Distribution Dates: 28 February, 31 August 

Ongoing Charges Figures: 30 Jun 17 31 Dec 16 

I-Class 0.65% 0.62% 
L-Class 0.14% 0.11% 

The Ongoing Charges Figure (OCF) is the ratio of the Fund’s total 
discloseable 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. 

Risk and Reward Profile 

 Lower risk Higher risk 

 Potentially lower rewards Potentially higher rewards 

 

 

• This risk and reward profile is based on historical data which 
may not be a reliable indication of the Fund's risk and reward 
category in the future. 

• The category is based on the risk of a representative mix of 
investments the Master Fund could hold and its targeted 
performance. 

• This Fund is in category four because historically the mix of 
investments the Master Fund could hold have shown a medium 
level of volatility (how much the fund price goes up and down 
compared to the other risk categories). 

• The Fund's category is not guaranteed to remain the same and 
may change over time. 

• Even a fund in the lowest category is not a risk free investment. 

Distribution Information 
I-Class 
The distribution payable on 31 August 2017 is 0.8609p per unit for 
distribution units and 0.8850p per unit for accumulation units. 

L-Class 
The distribution payable on 31 August 2017 is 0.8208p per unit for 
distribution units and 0.8621p per unit for accumulation units. 
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Net Asset Values and Units in Issue 

   Net Asset 
 Net Asset  Value per  
Class Value (£) Units in Issue Unit (p)  

I-Class 
Distribution Units 98,256 175,118 56.11 
Accumulation Units 626,607 1,070,837 58.52 

L-Class 
Distribution Units 136,188,229 251,019,909 54.25 
Accumulation Units 44,106,356 76,409,647 57.72 

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.  

Portfolio Information 
The Fund is solely invested in the Legal & General Real Income 
Builder Fund (Sub-Fund of the ACS).
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Manager’s Investment Report  
During the review period, the bid price of the Fund’s L-Class 
accumulation units rose by 4.51%. The total income earned by each 
L-Class accumulation unit over the review period was 0.8621p. 

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. 

Market/Economic Review 
During the review period, inflation has continued to rise from 
historically low levels. The consumer prices Index (CPI) was 
consistently below 0.5% on a year over year basis during 2015, 
1.6% in December 2016 and as at June 2017 had reached 2.7% 
(Source: UK Office for National Statistics LGIM analysis). 

During the review period, the total return performance from the 
MSCI World Index was 5.0% measured in GBP (Source: 
Bloomberg) and equivalently, 4.7% for the FTSE 100 Index 
(Source: Bloomberg). 

Fund Review 
The objective of the L&G Real Income Builder Fund is to grow 
income per unit at UK CPI +4% p.a. measured over three year 
rolling time periods, assuming that income is reinvested. The Fund 
has a secondary objective to grow capital in line with income. 

The Fund’s primary objective is to grow income per unit. We 
measure income cumulatively over 12 months and compare the 
amount earned to prior 12 month periods. As at June 2017 the year 
over year growth achieved was 6.9%, broadly in line with our 
estimates for the year. 

The Fund will achieve its objectives by investing at least 85% of its 
assets in the L&G Real Income Builder Fund (the ‘Master Fund’), 
Sub-fund of the ACS. 

The Master Fund has the ability to invest globally in equities, fixed 
income instruments and Index derivatives. It is constructed from 
the bottom up, selecting individual equities which we think will help 
achieve the Fund’s objectives and packaging them with fixed 
income instruments. The Fund aims to have capital risk of around 
two-thirds of the equity market. 

In terms of capital risk, the Fund remains conservatively positioned. 
Volatility across markets is at historic lows while markets have 
continued to trend upwards, although at a more moderate pace, so 
far in 2017 meaning the Fund has not faced a meaningful 
drawdown in markets. However, we remain confident that the 
Fund would achieve its objective of two-thirds of equity risk in a 
downturn given the way that we match each equity with a fixed 
income instrument to ensure each package would achieve our risk 
objective. 

The largest contributor to total returns over the review period was 
Samsonite, which is risk-matched with a First Group bond. 
Samsonite has continued to report strong sales growth following its  
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Manager’s Investment Report continued 
acquisition of Tumi. The worst performing investment package in 
the review period was BT, which was matched with a 2020 TOTAL 
bond. In January, BT announced an accounting scandal in Italy 
which caused the market to question the sustainability of the 
group’s dividend given the impact of reduced guidance on free cash 
flow and the likely implications of the separation of Openreach. As 
a consequence of this new information, we sold our position during 
Q1 of 2017. 

During the review period, we added several new investment 
packages including ones based on Pandora, Dong Energy, BP,  
BBA Aviation, Novo Nordisk, Philip Morris and Saga. We sold a 
number of positions including Booker, Experian, IMI, Roche, BT, 
Bunzl, Imperial Brands and London Stock Exchange. 

Outlook 
With valuations that are fuller across the board, we remain nervous 
that trends might reverse in 2017. Some clear identifiable risks that 
we are looking to mitigate include: 

1. Move in GBP/USD exchange rate: GBP has not hit levels like 
this in over 30 years and there is a risk that either through a 
combination of Dollar weakness or cable strength, the 
translation impact of our US equities could hurt our 
performance in 2017. 

2. Global asset inflation: Equities and bonds have ended 2016 on 
the back of a very strong run and without clear evidence of a 
sustained pick-up in either global growth or company earnings. 
Returns have been driven, to a large part, by multiple 
expansions, and without sustained earnings growth it is difficult 
to find substantial upside from here. 

3. Rising inflation: Landed UK inflation is certain to rise given the 
move we have seen in GBP vs. all other currencies, combined 
with the recovery in oil prices, raising the bar for nominal 
returns from the Fund. 

Although we are likely to see volatility in individual asset returns, 
we see continued opportunities to add value through fundamental 
analysis and bottom-up stock selection. Real Income Builder has 
the ability to select the ones we think will contribute most to the 
Fund’s return and risk objectives. 
 
Legal & General Investment Management Limited 
(Investment Adviser of the Legal & General Real Income Builder 
Fund, Sub-fund of the ACS) 
3 July 2017 
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Manager’s Report and Accounts 
Copies of the most recent Interim and Annual Long Form 
Manager’s Reports are available free of charge by telephoning 
0370 050 0955, by writing to the Manager or are available on the 
internet at www.legalandgeneral.com/investments/fund-
information/managers-reports. 

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

Dual Pricing Arrangement 
The Manager’s fixed dual pricing arrangement has a set spread to 
account for the costs of transacting in a particular Fund. 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 Fund in the form of a payment from the Manager. This 
provides an enhanced return to the Fund, through the size of 
any return will be dependent on the size of subscriptions and 
redemptions. 

Minimum Investment Amounts  
The minimum initial lump sum investment amounts for each 
class are as follows:  

I-Class  £100,000,000 
L-Class  £100,000 

L-Class is only available for investment to companies within the 
Legal & General Group. 

Other Information 
The information in this report is designed to enable unitholders 
to understand how the Fund has performed during the period 
under review and how it is invested at the period end. Further 
information on the activities and performance of the Fund can 
be obtained by telephoning 0370 050 0955 or by writing to the 
Manager. 
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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 

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

Trustee 
Northern Trust Global Services Limited 
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 
PricewaterhouseCoopers LLP  
7 More London Riverside 
London SE1 2RT 
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Authorised and regulated by the  
Financial Conduct Authority  
Legal & General 
(Unit Trust Managers) Limited 
Registered in England and Wales No. 01009418 
Registered office: 
One Coleman Street, 
London EC2R 5AA 
www.legalandgeneral.com 
RGS0817 


