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WHAT’S THE STORY?
The first quarter was a weak one for risk assets with markets spooked by Russia’s invasion 
of Ukraine amid continued rising inflation. The three months saw the biggest sell-off in 
risk assets since March 2020. The invasion of Ukraine led to unprecedented sanctions on 
Russia and has led to heightened concern over global energy supply, and other commodities, 
which served to increase already bubbling inflationary pressures. An assertive pivot towards 
tightening monetary policy from global central banks ensued.
Despite recovering towards the end of the quarter, equities were generally negative, with UK 
large-cap equities’ relatively flat returns a notable exception given their commodity company 
bias. Russian and Ukrainian assets were understandably the hardest hit, with a knock-on 
effect for hard and local currency emerging market debt. It was also a very weak month for 
developed market sovereign bonds, given the rising yields caused by the change in tone from 
central banks. This, coupled with widening credit spreads, led to a fall in global investment 
grade bonds too. Commodities were the standout performers over the period.

PERFORMANCE (%)

12 months to 31 March  2022  2021  2020  2019  2018

Fund 6.70 37.97 -10.69 6.90 2.24

Source: Lipper, LGIM as at 31 March 2022. 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 negative return over the quarter, with the notable negative areas including US 
large and small cap and European (ex-UK) equities. Japanese equities were the main detractor. This 
was somewhat offset by alternative investments such as listed infrastructure.
We reduced our equity allocation following the news from Ukraine, amongst other factors. We 
believe the probability of an energy crisis-induced recession has increased and that the chances of 
the unintended consequences of the Ukraine conflict leading to further conflict remain high. Our view 
on equities, however, remains marginally positive.
Following Russia’s invasion, we temporarily stopped allocating new flows to emerging market debt 
(EMD) across all funds while index providers decided on the treatment of Russian assets in their 
respective benchmarks. While our exposure is well diversified, Russia still made up a meaningful 
proportion of the EMD index funds in which we invest.
We also reduce our exposure to European value stocks. This was the last remnant of the original 
equity laggards positions from Spring 2020. We had previously trimmed the position but didn’t 
completely close it as value took a big hit into 2021 year end. With the recent spike in yields, value 
recovered those losses and traded above the October high. Over the long term, our conviction in 
value has waned, so despite the position still being at a loss in early January, we took the decision 
to close it.

OUTLOOK
We recently downgraded our positive view on risk assets in the medium term but remain marginally 
positive, as explained below. We continue to monitor developments in the Ukraine conflict and 
maintain our approach to all such geopolitical risk events, summarised by the motto: “prepare, don’t 
predict”. This means we undertake scenario planning, rather than seek to forecast imponderable 
outcomes.
The main reason for the downgrade to our view is that the probability of an energy crisis-induced 
recession has increased in recent weeks. We also believe the chances of unintended consequences 
in the Ukraine conflict leading to further conflict remain high. Despite this, we think a significant 
amount of negative news has already been priced in. Additionally, relative valuations remain attractive 
whilst absolute valuations have improved, so we are still slightly positive. We still prefer equities to 
credit given the recent spike in credit spreads has been more than offset by equity market weakness
We continue to worry that central banks (especially the US Federal Reserve) will need to tighten 
policy faster and further than current market expectations to slow demand and control inflation in the 
medium term. The ongoing energy crisis only increases the potential that policymakers act sooner. 
We believe, however, that the potential impact from energy supply shortages is lower for the US than 
for European nations given it has its own reserves.
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SLIGHTLY POSITIVE
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Economic cycle
Risk of recession has increased with the 

energy crisis, particularly in Europe
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Valuations
Relative valuations attractive and 

absolute valuations fair
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Systemic risk
A significant amount of negative news 

has now been priced into markets
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Multi-Index DP risk profile Expected 
Fund range volatility band volatility^

7 12.6 – 14.7 14.2

6 10.5 – 12.6 12.1

5 8.4 – 10.5 10.0

4 6.3 – 8.4 7.9

3 4.2 – 6.3 5.7
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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 March 2022.

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.

© 2022 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 Multi-Index 7 Fund and their analysis has indicated that the fund 
has remained in line with the fund risk profile 7 (as at 31 December 2021). 
^Expected volatility (as at 31 March 2022) as calculated by LGIM using data 
provided by Dynamic Planner.

Higher
risk

Lower
risk

*Implemented through futures 
**Includes direct bonds

Equities 86.3
Legal & General US Index Trust 19.5
Legal & General UK Index Trust 13.5
Legal & General Global Emerging Markets Index Fund 12.5
Legal & General European Index Trust 9.3
Legal & General Japan Index Trust 8.5
Legal & General Pacific Index Trust 6.0
Legal & General UK Mid Cap Index Fund 5.5
Russell 2000 Index* 5.5
L&G Artificial Intelligence ETF 2.5
L&G Frontier Markets Equity Fund 2.0
Stoxx Europe 600 Travel and Leisure* 1.0
NASDAQ 100 Index* 0.5

Credit and EMD 4.3
L&G Emerging Markets Govt Bond (Local Currency) Index Fund 1.5
L&G Active Global High Yield Bond Fund 1.3
L&G Emerging Markets Government Bond (USD) Index Fund 1.0
L&G Emerging Markets Short Duration Bond Fund 0.5

Alternatives 6.0
L&G Clean Water ETF/L&G Clean Energy ETF 1.5
Legal & General UK Property Fund 1.0
Legal & General Global Real Estate Dividend Index Fund 1.0
L&G Commodity Index Fund 1.0
Forestry Stocks 1.0
Legal & General Global Infra Idx Fd/Japanese rail stocks 0.5

Cash 3.5
Cash 3.5


