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LGIM’s 
Diversified 
strategies
Multi-asset strategies designed with the 
aim of offering long-term market returns 
with lower volatility than equities
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Introducing our 
Diversified strategies
We believe diversification needs to be genuine and strategic.

Most investors agree that diversification is a minimum 
requirement for a multi-asset portfolio: blending together 
the different performance profiles of different assets 
should result in improved risk/reward outcomes due to 
the lower overall volatility in the portfolio.

But what specific assets, in what combination, help us 
achieve this? Some commonly accepted standards have 
emerged through time: portfolios shouldn’t be 
significantly overweight single securities, single 
geographies, or single sectors; and they shouldn’t rely on 
equities alone for growth.

Those guidelines give us solid foundations for building a 
diversified portfolio, but we would argue that just as 
important as diversifying across traditional asset classes 
is diversifying into alternative asset classes. This is 
integral to our approach at LGIM. Within these alternative 
categories, we consider a host of assets: high-yield 
bonds, property, infrastructure, emerging-market debt, 
and many more.

In addition to what a multi-asset portfolio should invest 
in, we believe attention should be paid to how exposure 
to those assets is gained. At LGIM, we benefit in this 
regard from the strength of our index business. With 
€436 billion of index assets under management¹, product 
breadth across more than 300 index portfolios, and more 
than three decades of experience running index funds, 
LGIM can use its scale to generate efficiencies and its 
expertise to manage indices more efficiently. We know 
costs matter to multi-asset investors, so this index 
pedigree gives us the foundations for building diverse 
and efficient portfolios.

We apply these principles of diversification and efficiency 
through our robust process for strategic asset allocation. 

Our strategic asset allocation 
process aims to harvest the 
benefits of asset class 
diversification to improve 
investor outcomes by accessing 
multiple sources of return 
spanning asset classes, economic 
regions and currencies.

2

“
We do not make tactical or short-term changes to our 
asset allocation, instead focusing on regular structured 
reviews to ensure that portfolios’ asset allocation reflects 
our best long-term investment thinking. This established 
investment process aims to extract the best of 
quantitative and qualitative allocation philosophies, from 
risk factors and risk parity to quant optimisation and 
qualitative overlays.

Martin Dietz
Head of Diversified Strategies, 
Asset Allocation

We believe this combination of strategic asset allocation, 
rigorous diversification, and efficient implementation 
both underpins our strong track record and explains why 
clients have entrusted €63 billion in assets to us.2 

Moreover, we are confident our approach will lead to 
continued success: with geopolitical tensions ever 
present and valuations in many markets looking 
stretched, managing multi-asset portfolios with a 
strategic and long-term philosophy is of paramount 
importance. I hope the following pages explain why.

One of the world’s largest strategic 
asset allocation managers

Strategic asset allocation assets under management

Asset allocation assets under management

€36 billion

€63 billion
(as at 30 June 2020)

1 Source: LGIM internal data as at 30 June 2020. The AUM disclosed aggregates the assets managed by LGIM in the UK, LGIMA in the US and LGIM Asia in 
Hong Kong. The AUM includes the value of securities and derivatives positions. 2 Source: AUM of Asset Allocation team, LGIM internal data as at 30 June 
2020. The AUM disclosed aggregates the assets managed by LGIM in the UK, LGIMA in the US and LGIM Asia in Hong Kong. The AUM includes the value 
of securities and derivatives positions. The value of an investment and any income taken from it is not guaranteed and can go down as well as up; you 
may not get back the amount you originally invested.
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The principles 
of strategic 
asset allocation

We do not believe that strategic asset allocation should be 
synonymous with fixed asset allocation. Risk premia change 
over time, correlations change over time, and multi-asset 
investors must adapt to these changes. The strategic element 
lies in approaching these market dynamics in a considered, 
structured manner.

This is why we emphasise the importance of being pragmatic in 
asset allocation. While remaining committed to our principles of 
diversification and efficiency, we have consistently updated our 
portfolios to reflect new market conditions.

Importantly, when we make the decision to allocate to a new 
asset or sector, we seek to do so efficiently and transparently. 
This can often be achieved through listed alternatives, frequently 
implemented through an in-house index strategy or security 
basket. Our research shows that these listed alternatives provide 
similar risk-adjusted returns to direct investments in their 
underlying assets (real estate, infrastructure, etc.) over the long 
term. There is admittedly more volatility over the shorter term 
with listed alternatives – a function of their daily pricing and 
trading and their equity beta – but we believe most investors 
should be able to look through this noise. Over the longer term, 
the listed alternative’s share price is mainly driven by its 
underlying assets.

This focus on efficiency and transparency is just one 
component of our risk management. Our objective-driven 
approach means we manage the risks that matter to you, while 
aiming to deliver the risk-adjusted returns you need.

Strategic asset allocation must be pragmatic, 
efficient, transparent, and risk aware.
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* Exposure through shares in listed infrastructure/global Real Estate Investment Trusts (REITs)/Private Equity management companies/Timberland 
companies. ** Exposure through investing in funds that aim to provide a similar return to selected commodity indices. The underlying funds invest in 
derivatives to provide the return of the specified indices. Asset allocations are subject to change. The value of an investment and any income taken from 
it is not guaranteed and can go down as well as up; you may not get back the amount you originally invested.

Diversified strategies: Illustrative asset allocation
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Putting theory into practice

Such a pragmatic process inevitably complicates 
portfolio management, as we must constantly monitor 
risk premia to meet our objectives, shifting correlations 
to preserve diversification, and implementation strategies 
to maximise efficiency and transparency.

We seek to blend the right tools, the right people, and the right building blocks.

Consideration of sustainability risks

In addition, among the material financial risks that we 
consider are those related to environmental, social, and 
governance (ESG) issues. Within our strategic asset 
allocation process, material ESG risks are more likely to 
come from sectors, country or global risk factors (e.g. 
climate change) rather than from individual companies. 

Both LGIM’s proprietary ESG scores and active ESG view 
from specialist analysts are available to us, which feed 
into our assessment of the underlying asset classes.

Furthermore, all security exposures across our strategies 
benefit from LGIM’s centralised Investment Stewardship 
team’s market-leading engagement and active ownership.3

3 LGIM ranked third out of the world’s largest 75 asset managers for stewardship, transparency and governance in Share Actions ‘Point of no returns’ report 
in March 2020. This survey analysed the world’s 75 largest asset managers on a range of responsible investment themes, including governance, climate 
change, biodiversity and human and labour rights, as well as ESG products, voting record, and engagement on ESG issues. The value of an investment 
and any income taken from it is not guaranteed and can go down as well as up; you may not get back the amount you originally invested.

Our robust investment process

This is what makes a robust investment process 
absolutely vital. Our approach blends quantitative and 
qualitative elements with continuous monitoring.

Quantitative risk budgeting

Proprietary quantitative asset model 
(non-parametric, non-linear)

Evaluate potential portfolios against 
the return and risk objectives

Qualitative expert judgement

Fund manager will adjust and overwrite 
model output if required

Use scorecards to reflect qualitative 
factors and set the granular asset 

allocation 

Cross-team validation

Senior member of the team 
provide challenge and 

suggestions

Fund manager decides upon 
final asset allocation

Long-term development

Research projects and opportunistic 
expansion of asset class coverage

Maintain and improve the quantitative 
modelling and qualitative understanding 

Allocation management
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LGIM’s scale 
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Robust process, 
resilient 
outcomes

Targeting such returns with only two-thirds of the volatility 
requires strong efficiency gains versus the equity market. A 
lower level of risk than equities can be achieved relatively simply 
through a significant allocation to non-equity assets, such as 
government bonds.

But how do we then seek to meet the return objective? First, the 
fund exposes investors to market risk (“beta”) and we believe 
that this market risk is rewarded over time. Second, 
diversification is important for risk management, but it also 
provides long-term return benefits through the so-called 
diversification and rebalancing bonuses (see page 10). In 
addition, we target alternative return drivers beyond the 
conventional equity risk premium. Finally, we follow a structured 
and disciplined process in investment management and allow 
for some modest return gains from efficient management. This 
includes the management of the asset allocation from a macro 
perspective (restricted to material market events) and a low-cost 
pragmatic approach to the fund’s implementation.

We believe the performance record of our flagship Diversified 
Fund demonstrates the strength of this approach.

The long-term expected rate of return for 
our Diversified strategies is broadly similar 
to that of a developed market equity fund, or 
around cash +3.75%4,  but with two-thirds of 
the volatility over the long term.

4 We believe that the existing academic and market practitioner research is in line 
with a geometric Equity Risk Premium of 3.5-4% p.a.

Performance in recent risk-off periods

L&G Diversified EUR Fund: Performance 28 September 2018 to year end

L&G Diversified EUR Fund: Performance 19 February 2020 to 31 March 2020

L&G Diversified EUR Fund: 12 month performance to most recent quarter (%)

12 months to 30 September 2020 2020 2019 2018 2017 2016

Fund -1.4 7.84 - - -

Performance objective 3.22 3.38 - - -

Comparator 2.64 8.49 - - -

Source: LGIM, Bloomberg. All performance periods over a year will be annualised. Performance for the I EUR Acc share class in EUR, launched on 28 
November 2017. Source: Lipper. Performance assumes all fund charges have been taken and that all income generated by the investments, after 
deduction of tax, remains in the fund. Past performance is not a guide to the future. The value of an investment and any income taken from it is not 
guaranteed and can go down as well as up. You may not get back the amount you originally invested.
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The 'diversification bonus'

A risky return series has a tendency to fall over time. This 
is called the 'volatility drag' or 'convexity' and the larger 
the swings in fund value, the larger its negative impact. 
As diversification reduces the likely size of the positive 
and negative returns achieved on the overall portfolio, it 
will also reduce the effect of the volatility drag. 

Why choose LGIM for 
strategic asset allocation?
Our investment management philosophy is committed to improving 
client outcomes

Diversification can offer 
a systematically higher 
rate of return than 
the weighted average 
return of the portfolio's 
underlying investments.

In turn this means the portfolio offers a systematically 
higher rate of return than the weighted average returns 
on the underlying investments would suggest.

Additionally, a return may be achieved as we constantly 
rebalance the portfolio. This rebalancing effect is similar 
to the old saying of ‘buy low and sell high’, as we 
systematically reduce exposure to the best performing 
assets and reinvest into those that have performed least 
well.

Client-driven 
results

Costs and 
fees matter

Active 
engagement for 
positive change

Team-based 
approach

Long-term 
perspective

The majority of our 
assets are managed 
against clients’ specific 
objectives

We work together to 
make better decisions 
for our clients

We look beyond 
short-term distractions

We aim to protect and 
enhance our clients’ 
assets over the long 
term

We use our scale to 
reduce transaction 
costs and offer fair 
pricing
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Senior members of LGIM's Asset Allocation team providing challenge and oversight

Emiel van den Heiligenberg 
Emiel joined LGIM in August 2013 as Head of Asset Allocation with responsibility for asset allocation 
strategy and macro research. Prior to joining LGIM, Emiel was CIO of the Multi-Asset Solutions Group at 
BNP Paribas Investment Partners, and responsible for managing a range of multi-asset strategies 
including absolute return, diversified growth funds, LDI and fiduciary, balanced mandates and multi-
manager mandates. Emiel joined the asset allocation team at Fortis Investment (now BNP Paribas) in 
April 2000, as a strategist and portfolio manager, becoming head of the team in 2002. Prior to joining BNP 
Paribas, he worked as a portfolio manager at ING Investment Management, joining the company after 
working as a policy adviser in the Dutch Ministry of Finance. Emiel graduated from Tilburg University with 
a Master’s degree in Economics and holds a postgraduate qualification from VBA/EFFAS (the European 
Federation of Financial Analysts Societies).

John Roe 
John has been leading LGIM’s multi-asset fund management team since 2013. Within Asset Allocation, 
the team manage both a range of award-winning macro strategies and factor-based investment 
strategies, working closely with the rest of Asset Allocation. After joining LGIM in multi-asset solutions in 
2009, he developed LGIM’s diversified growth fund range, which he continues to co-manage. Until late 
2016, John was also a director of Legal & General Assurance (Pensions Management) Limited. Prior to 
joining LGIM, John worked in insurance advisory at Royal Bank of Scotland and Tillinghast Towers Perrin. 
He is a fellow of the Institute of Actuaries and has a first class BSc in Economics and econometrics from 
the University of Nottingham.

Justin Onuekwusi 
Justin is a fund manager within the Multi-Asset Funds team, leading on the management of the team's 
retail and risk-profiled multi-asset funds. Prior to joining LGIM in August 2013, Justin was a fund manager 
with Aviva Investors' multi-asset team combining both strategic and dynamic asset allocation with 
manager selection in the construction of multi-asset portfolios. He was lead fund manager on a range of 
risk-targeting multi-asset funds and co-lead fund manager on a number of unit-linked Life and Pension 
funds, as well as manager of manager offerings. Justin previously worked as a fund research analyst at 
Merrill Lynch and an investment consultant for Aon Consulting. Justin is a CFA Charterholder and holds a 
degree in Economics from the University of Warwick and the Investment Management Certificate.

Bruce White 
Bruce is a fund manager in the Multi-Asset Funds team, focusing on dynamic portfolio strategy in 
multi-asset funds. He joined LGIM in February 2012. Bruce previously worked at Queensland Investment 
Corporation (QIC) for 12 years, where he was Director of Global Macro with responsibility for around $40 
billion of TAA derivative overlays and a stand-alone total return fund to access those strategies directly. 
While at QIC he also had responsibilities for strategic asset allocation research, currency management 
and establishing a risk management framework. He has also advised pension funds and the Australian 
government’s Future Fund on their asset allocation and risk management models. Bruce is a CFA 
charterholder and graduated from the University of Queensland with a bachelor of commerce (hons) and 
a bachelor of Economics.

LGIM’s Diversified 
strategies specialists
Team work and specialisation is key to our success. Our team of economists, 
strategists and fund managers work closely together to drive well informed 
investment decisions.

Fund manager of the Diversified strategy

Martin Dietz 
Martin is a fund manager in LGIM's Multi-
Asset Funds team and responsible for the 
development of medium and long-term 
investment strategy. Prior to joining LGIM in 
September 2012, Martin was a senior 
investment consultant at Towers Watson 
where he was a member of its Global 
Investment Committee and UK Portfolio 
Construction Group, providing asset class 
views and dynamic asset allocation for 
consulting and fiduciary clients. Martin 
previously worked as a manager at Ernst & 
Young in its Financial Services Risk 
Management. He has a PhD (summa cum 
laude) in Economics and Finance from the 
University of St Gallen, graduated from the 
doctoral programme of the Swiss National 
Bank at Gerzensee and was a visiting PhD 
student in Economics at UC Berkeley.
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Our Diversified strategies 
are designed for long-term 
investors seeking pure market 
exposure through a genuinely 
diversified portfolio that is 
straightforward, transparent 
and rigorous in its approach.



Important information 
The information contained in this document (the ‘Information’) has been 
prepared by LGIM Managers Europe Limited (‘LGIM Europe’), or by its 
affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property and/
or confidential information of Legal & General and may not be disclosed by 
you to any other person without the prior written consent of Legal & General.

No party shall have any right of action against Legal & General in relation to 
the accuracy or completeness of the Information, or any other written or oral 
information made available in connection with this publication. Any 
investment advice that we provide to you is based solely on the limited initial 
information which you have provided to us. No part of this or any other 
document or presentation provided by us shall be deemed to constitute 
‘proper advice’ for the purposes of the Investment Intermediaries Act 1995 (as 
amended). Any limited initial advice given relating to professional services 
will be further discussed and negotiated in order to agree formal investment 
guidelines which will form part of written contractual terms between the 
parties.

Past performance is no guarantee of future results. The value of an 
investment and any income taken from it is not guaranteed and can go down 
as well as up; you may not get back the amount you originally invested. 

The Information has been produced for use by a professional investor and 
their advisors only. It should not be distributed without our permission.

The risks associated with each fund or investment strategy are set out in this 
publication, its KIID, the relevant prospectus or investment management 
agreement (as applicable) and these should be read and understood before 
making any investment decisions. A copy of the relevant documentation can 
be obtained from your Client Relationship Manager.

Confidentiality and limitations:
Unless otherwise agreed by Legal & General in writing, the Information in this 
document (a) is for information purposes only and we are not soliciting any 
action based on it, and (b) is not a recommendation to buy or sell securities or 
pursue a particular investment strategy; and (c) is not investment, legal, 
regulatory or tax advice. Any trading or investment decisions taken by you 
should be based on your own analysis and judgment (and/or that of your 
professional advisors) and not in reliance on us or the Information. To the 
fullest extent permitted by law, we exclude all representations, warranties, 
conditions, undertakings and all other terms of any kind, implied by statute or 
common law, with respect to the Information including (without limitation) 
any representations as to the quality, suitability, accuracy or completeness of 
the Information.

Any projections, estimates or forecasts included in the Information (a) shall 
not constitute a guarantee of future events, (b) may not consider or reflect all 
possible future events or conditions relevant to you (for example, market 
disruption events); and (c) may be based on assumptions or simplifications 
that may not be relevant to you. 

The Information is provided ‘as is' and 'as available’. To the fullest extent 
permitted by law, Legal & General accepts no liability to you or any other 
recipient of the Information for any loss, damage or cost arising from, or in 
connection with, any use or reliance on the Information. Without limiting the 
generality of the foregoing, Legal & General does not accept any liability for 
any indirect, special or consequential loss howsoever caused and, on any 
theory, or liability, whether in contract or tort (including negligence) or 
otherwise, even if Legal & General has been advised of the possibility of such 
loss.

Third party data:
Where this document contains third party data ('Third Party Data’), we cannot 
guarantee the accuracy, completeness or reliability of such Third-Party Data 

Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM representative

and accept no responsibility or liability whatsoever in respect of such 
Third-Party Data. 

Publication, amendments and updates:
We are under no obligation to update or amend the Information or correct any 
errors in the Information following the date it was delivered to you. Legal & 
General reserves the right to update this document and/or the Information at 
any time and without notice. 

Although the Information contained in this document is believed to be correct 
as at the time of printing or publication, no assurance can be given to you that 
this document is complete or accurate in the light of information that may 
become available after its publication. The Information may not take into 
account any relevant events, facts or conditions that have occurred after the 
publication or printing of this document.

Telephone recording:
As required under applicable laws Legal & General will record all telephone 
and electronic communications and conversations with you that result or may 
result in the undertaking of transactions in financial instruments on your 
behalf. Such records will be kept for a period of five years (or up to seven 
years upon request from the Central Bank of Ireland (or such successor from 
time to time)) and will be provided to you upon request.
In the United Kingdom and outside the European Economic Area, it is issued 
by Legal & General Investment Management Limited, authorised and 
regulated by the Financial Conduct Authority, No. 119272. Registered in 
England and Wales No. 02091894 with registered office at One Coleman 
Street, London, EC2R 5AA. 

In the European Economic Area, it is issued by LGIM Managers (Europe) 
Limited, authorised by the Central Bank of Ireland as a UCITS management 
company (pursuant to European Communities (Undertakings for Collective 
Investment in Transferable Securities) Regulations, 2011 (S.I. No. 352 of 
2011), as amended) and as an alternative investment fund manager with “top 
up” permissions which enable the firm to carry out certain additional MiFID 
investment services (pursuant to the European Union (Alternative Investment 
Fund Managers) Regulations 2013 (S.I. No. 257 of 2013), as amended). 
Registered in Ireland with the Companies Registration Office (No. 609677). 
Registered Office: 33/34 Sir John Rogerson’s Quay, Dublin, 2, Ireland. 
Regulated by the Central Bank of Ireland (No. C173733). 

LGIM Managers (Europe) Limited operates a branch network in the European 
Economic Area, which is subject to supervision by the Central Bank of Ireland. 
In Italy, the branch office of LGIM Managers (Europe) Limited is subject to 
limited supervision by the Commissione Nazionale per le società e la Borsa 
(“CONSOB”) and is registered with Banca d’Italia (no. 23978.0) with registered 
office at Via Uberto Visconti di Modrone, 15, 20122 Milan, (Companies’ 
Register no. MI - 2557936). In Germany, the branch office of LGIM Managers 
(Europe) Limited is subject to limited supervision by the German Federal 
Financial Supervisory Authority (“BaFin”). In the Netherlands, the branch 
office of LGIM Managers (Europe) Limited is subject to limited supervision by 
the Dutch Authority for the Financial Markets (“AFM“) and it is included in the 
register held by the AFM and registered with the trade register of the Chamber 
of Commerce under number 74481231.Details about the full extent of our 
relevant authorisations and permissions are available from us upon request. 
For further information on our products (including the product prospectuses), 
please visit our website. 

© 2021 Legal & General Investment Management Limited. All rights reserved. 
No part of this publication may be reproduced or transmitted in any form or by 
any means, including photocopying and recording, without the written 
permission of the publishers.
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https://www.lgim.com/uk/en/insights/podcast/
https://www.lgim.com/
https://twitter.com/LGIM
https://www.lgimblog.com/
https://www.youtube.com/channel/UCUmfV6VjfydEykC6QzXNPSQ
https://www.linkedin.com/company/legal-&-general-investment-management/

