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WHAT’S THE STORY?
In the final quarter of the year, we saw stellar performance across risk assets, driven by the 
removal of uncertainty as Joe Biden defeated Donald Trump in the US Presidential election 
and positive news on the development of COVID-19 vaccines. The quarter ended with the 
completion of two long-awaited deals which boosted risk sentiment: a $900 billion fiscal 
stimulus bill in the US and the Brexit trade deal between the EU and UK.
US small-cap stocks were the strongest performers during the period on a local currency 
basis returning above 30%. Smaller companies stand to benefit more than their larger 
peers from a Democratic presidency and from the fiscal stimulus with their domestic focus. 
UK assets also performed well as the prospect of a trade deal approached, sterling being 
no exception. UK mid-cap equities outperformed large-cap given the effect of translating 
foreign earnings into sterling for large companies. Global bond yields were more muted 
with the counterbalancing forces of promising news on vaccines and fiscal stimulus versus 
the rising cases of COVID-19 and tightening of social distancing measures. The effects of 
this can be seen in developed market government bond returns which were somewhat flat.

PERFORMANCE (%)

12 months to 31 December  2020  2019  2018  2017  2016

Fund 5.71 - - - -

Source: Lipper, LGIM as at 31 December 2020. 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 delivered a positive return over the quarter, with the key positive contributions to 
performance coming from ESG screened UK and developed market equities and our exposure 
to emerging market equities. These were somewhat offset by our holdings in South Korean 
government bonds, global ESG credit and Euro government bonds.
We have recently upgraded our medium-term view on equities given some of the positive news 
flow on COVID-19 vaccines and the fact that we are early cycle coming out of a deep recession. 
We therefore increased our equity exposure slightly.
We added to our holding in developed market government bonds when we saw an increase in 
yields after the US election and recent positive COVID-19 vaccine news.
We added a position in timberland companies across all funds in August to express our positive 
view on forestry and enhance ESG credentials of the fund. Like other listed alternatives, forestry 
has a different return pattern to equities. We therefore see this as a great diversifier for the portfolio.
We are continuing to expand our range of ESG buildings blocks and LGIM has recently added its UK 
ESG Credit Fund to this list. As such we have taken the opportunity to add this fund to the portfolio.
We have added exposure to sustainable supranational bonds issued in UK sterling, US dollar 
and Australian dollar. One example of an issuer is the Inter-American Development Bank which 
finances projects for the private sector in Latin America and the Caribbean to advance clean 
energy, modernise agriculture, strengthen transportation systems and expand access to financing.

OUTLOOK
Following the pullback in US and European equity markets ahead of the US election, we decided 
to upgrade our medium-term view on risk asses from neutral to slightly positive. Since then, given 
the continued positive news flow on COVID-19 vaccines, not to mention the fact that we are 
coming out of a deep recession during which we expect fiscal and monetary policy to remain 
very supportive, we have upgraded our view on risk assets further. There is still plenty of room for 
economies to expand as recoveries progress and we believe the economic impact of the recent 
reintroduction of lockdowns will be temporary.
Following the confirmation of Joe Biden as President-elect by the Electoral College in December, 
despite the recent turmoil at Capitol Hill, we expect a smooth transition of power and have now 
seen the confirmation of several appointees in President-elect Biden’s cabinet.
With a limited Brexit deal agreed, we believe COVID-19 virus and vaccine developments are likely 
to dominate the growth outlook for 2021 so there is no meaningful change to our outlook as a result 
of the EU and UK’s agreement.
We will continue to monitor virus developments and the associated economic consequences. 
Signs of economic scarring and bankruptcies as a result of the virus’ spread are likely to emerge 
as emergency fiscal support is withdrawn. With a greater awareness of the effectiveness and 
potential length of lockdowns, we are positive on risk assets.
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Multi-Index DP risk profile Expected 
Fund range volatility band volatility^

5 8.4 – 10.5 10.2

4 6.3 – 8.4 8.0

3 4.2 – 6.3 6.1
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TARGET ASSET ALLOCATION BREAKDOWN
All data source LGIM unless otherwise stated. Totals may not sum due to rounding. As at 31 December 2020.

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.

© 2020 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 Dynamic Planner. 
Although this product has been designed with Dynamic Planner’s 
model in mind – and these are the risk ratings we specifically 
target – the portfolios can be risk-mapped to different risk profilers. 
Dynamic Planner has assessed the Legal & General Future World 
Multi-Index 5 Fund and their analysis has indicated that the fund has 
remained in line with the fund risk profile 5 (as at 30 September 2020). 
^Expected volatility (as at 31 December 2020) as calculated by LGIM using 
data provided by Dynamic Planner.

Higher
risk

Lower
risk

Equities 55.5
L&G Future World ESG Developed Market Equity Index Fund 27.3
L&G Future World ESG UK Equity Index Fund 12.0
L&G Emerging Markets Equity Index Fund 5.0
L&G Japan Equity ETF 4.3
L&G Europe ex UK Equity ETF 4.0
L&G Asia Pacific ex Japan Equity ETF 3.0

Government Bonds 9.5
USD Sustainable Supranational Bonds 3.0
Legal & General All Stocks Gilts Index Trust 1.5
US Government Bonds** 1.5
Korean Government Bonds** 1.0
Australian Government Bonds** 1.0
AUD Sustainable Supranational Bonds 1.0
New Zealand Government Bonds 0.5

Credit and EMD 24.5
L&G ESG GBP Corporate Bond Index ETF 9.0
Legal & General High Income Trust/L&G Global High Yield Bond Fund 5.0
L&G ESG Emerging Markets Government Bond (USD) Index Fund 3.5
L&G Future World Global Credit Fund* 3.5
L&G ESG Emerging Markets Govt Bond (Local Currency) Index Fund 2.0
Legal & General Short Duration Corporate Bond Fund 1.5

Alternatives 8.5
Legal & General Global Infrastructure Index Fund 4.0
Legal & General Global Real Estate Dividend Index Fund 2.0
Legal & General UK Property Fund 1.5
Forestry Stocks 1.0

Cash 2.0
Cash 2.0


