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Market review and return drivers
August proved to be a good month for most risk assets, particularly 
equities. US equities saw a seventh consecutive month of gains as 
progress was made on the first of two proposed new spending bills 
from the Biden administration. Meanwhile, Jerome Powell, Chair of the 
Federal Reserve, gave a speech suggesting that, as expected, the bank 
was on course to begin tapering asset purchases towards the end of 
the year; however, he reiterated the assertion that rate setters would 
be patient with respect to raising rates, which markets received 
favourably. In COVID-19 related news, fears over the spread of the 
Delta variant eased as the number of new cases appeared to reach a 
peak globally as the month ended.

UK mid-cap equities were a standout performer over the month as the 
nation’s economy experienced its first full month following its ‘Freedom 
Day’ - the government’s rollback of the vast majority of social distancing 
measures. Emerging market equities also had a strong month, with 
Chinese equities reversing some of the previous two months’ losses 
triggered by concerns over regulatory intervention from the Chinese 
Communist Party. Mid-risk assets such as listed infrastructure, global 
high yield bonds and emerging market debt in hard and local currency 
also experienced gains in August, benefiting from the positive investor 
sentiment. Developed market bonds, however, were mostly negative 
over the month as central banks around the world weighed up the 
possibility of tapering asset purchases.

MATR was up 0.79% during August, meaning the fund is up 5.01% 
year-to-date. This month, the gain was predominantly driven by the 
Market component, though we had a small loss in Tactical strategies.

Performance

•  The Market component ended the month up 0.7% with the 
strongest performer being sovereign bonds, despite developed 
market yields rising over the month. This was driven by the 
outperformance of the Croatian and Chinese supranational bond 
holdings. Developed equities also contributed strongly as most 
markets rose throughout the month.

•  The Alternative strategies were flat in August. The fixed income 
carry strategy and EM FX real carry and trend strategy both 
detracted from overall fund performance, but this was offset by 
our commodity curve strategy which again performed really 
strongly, driven by crude oil and agricultural commodities.

•  Tactical strategies lost -0.1% over the month. We’re short investment 
grade credit as we feel credit returns look asymmetric going 
forward, with minimal chance for significant further spread 
tightening. However, spreads did grind somewhat tighter during the 
month, meaning a small loss on this position.  On the other hand, 
long US technology again contributed healthily in August, and our 
short Canadian dollar versus Indonesian rupiah performed well, 
which prompted us to close the position during the month. 

Source: LGIM. Chart shows bid-to-bid performance since launch date of 19 February 2016 of the L&G Multi-Asset Target Return Fund to 31 August 2021 for the 
I share class, both net and gross of fees, the target return is gross of fees. Past performance is not a guide to future performance.
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For annual performance against the performance objective please see the Key Investor Information Document (KIID). Performance for the I Acc unit class in GBP, 
launched on 19 February 2016. 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.

12 months to 30 June 2021 2020 2019 2018 2017

Fund 13.56 -3.80 4.96 4.54 10.04

Bank of England base rate 0.10 0.56 0.71  0.40 0.29
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•  The Risk component gained 0.2% in August. The main driver 
again this month was a gain on the rates protection strategies 
that are designed to insulate the portfolio in the event of rising 
interest rates. We saw yields rebound during the month after 
falling in July, which saw these protection strategies perform 
positively.

Outlook and changes to the Fund positioning  
We expect the economic recovery to continue, with the near-term 
range of outcomes narrowing as the vaccine rollout continues 
apace worldwide. However, against the backdrop of strong equity 
market performance we remain tactically neutral, preferring to wait 
for a better entry point. From a medium-term perspective, we had 
recently reduced our view on risk assets to slightly less positive 
given our concerns over the spread of the Delta variant of COVID-19 
in China. The country’s policy of mass testing and aggressive 
lockdowns was deployed as anticipated, and it has been more 
effective against the Delta variant than we had expected. For this 
reason, we have since moved our medium-term risk view back to a 
more positive stance.

While developed markets, led by the US, are at the forefront of the 
rebound, emerging market macro fundamentals remain solid, 
despite the waves of COVID-19. However, countries that are major 
tourist destinations are likely to remain relative losers due to 
ongoing border restrictions. And even though headline inflation, 
boosted by commodity prices and supply bottlenecks, remains 
elevated, we see little impact on our growth forecasts at current 
levels and expect inflationary pressures to be transitory. Against this 
backdrop, the US Federal Reserve is likely to begin tapering its asset 
purchases by year-end. 

We continue to monitor: 

• The UK’s reopening as a possible blueprint for other countries; 

•  The potential for a more sustained economic boom from 
pent-up savings;

• The danger of new, vaccine-resistant COVID-19 strain; and 

•  The next round of US fiscal stimulus, in particular its timing and 
revenue-raising components. 

Some of the key changes during the month are as follows:

•  We added a long US small cap versus US large cap stocks 
position to our existing reopening trades of EU value and travel 
and leisure stocks. US small caps (and other reopening trades) 
have given up a significant part of their reopening 
outperformance; more than the developments in the virus can 
justify. We believe US small caps are particularly attractive in 
this context as their underperformance has been one of the 
greatest, valuations are at the cheap end of the range, they 
have underperformed small caps in other regions, sentiment 
has corrected a lot and there is currently no ‘meme-stock’ 
froth. We therefore saw this as an attractive way to increase 
our exposure to re-opening trades.

•  We closed our short Canadian dollar versus Indonesian rupiah 
position after strong performance. We liked this trade for its 
positive carry and low sensitivity to broad equity and bond 
markets, in addition to the already positive sentiment on the 
Canadian dollar which we looked to push against. After the 
Bank of Canada failed to deliver on hawkish expectations, the 
partial reversal of strongly positive sentiment saw the 
Canadian dollar underperform, whilst the rupiah remained 
more stable. With sentiment towards the Canadian dollar 
having normalised, we closed the position with healthy profits. 

Current Asset Allocation MATR Performance

*10 year equivalent exposure. Source: LGIM as at 31 Aug 2021. 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.

Source: LGIM. Table shows performance since launch date of the Multi-Asset 
Target Return Fund I share class (19 February 2016) to 31 August 2021, based 
on bid-to-bid prices, net of fees. Benchmark shown is the return of the 
objective of the fund (Bank of England Base rate + 5% p.a.). *Performance 
from inception (19 February 2016) to 31 December 2016.  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.

Equity Property Sovereign* Inflation* Credit
Commodities Cash/ST Bonds FX

£,€,$

G
lobal

N
orth Am

erica
Europe
UK Japan
AsiaPac ex JP
Em

erging
G

lobal
N

orth Am
erica

Europe
UK Japan
AsiaPac ex JP
N

orth Am
erica

Europe
UK Japan
AsiaPac ex JP
Em

erging
N

orth Am
erica

Europe
UK G

lobal H
Y

N
orth Am

erica
Europe
Em

erging
G

lobal

G
BP (vs Base)

EUR
Euro-Bloc
USD-Bloc
Em

erging

-100%

-80%

-60%

-40%

-20%

0%

20%

40%

60%

80%

2



Important information 

This is not a consumer advertisement. It is intended for professional 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, who may or may not have acted upon them. Legal 
& General Investment Management is authorised and regulated by the Financial Conduct Authority. Issued by Legal & General (Unit Trust Managers) 
Limited. This document should not be taken as an invitation to deal in Legal & General investments or any of the stated investments. Remember, the 
value of investments and any income taken 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. Details of the specific and general 
risks associated with the funds mentioned are contained within the Key Investor Information document for each fund. Legal & General (Unit Trust 
Managers) Limited. Registered in England and Wales No. 1009418. Registered 
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Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM representative

•  We closed the remainder of our position in the South African 
local government bond (FX hedged). We had partially closed 
some of this position in June after South Africa had performed 
very strongly, to the point it was no longer seen as an outlier 
relative to other emerging local bonds, and so we deemed it to 
be a good time to exit the trade with healthy profits. However, 
we only partially closed the position as spreads widened 
significantly before we’d fully completed selling the bond. We 
held the bond until late August, when we reached an attractive 
exit point once again to fully close the trade.

•  We closed our EUR long-end curve flattener position, taking 
profits. This trade played out largely as hoped, with the 
European long-end flattening on a large move down in yields. 
With yields having moved a lot closer to the lower bound, the 
trade became more one-sided and less interesting from a 
diversification perspective, hence we closed the position.

Overall risk taking, as reflected by the volatility of the Fund, 
dropped from 5.5% to 5.2% over the month.

Update from the Multi-Asset team
We are committed to keeping investors informed of our current 
thinking, which you can read on our new LGIM blog

For further information on any of our multi-asset capabilities, 
please contact your usual LGIM representative or visit lgim.com


