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Active Equity 
Asia Pacific Equity Income 

 

Asian equities sold off over the last month of the year as did the rest of the global equity markets. Sentiment in 

Asian stocks were largely driven by what was happening in China and their policy on Covid. In recent months, the 

zero Covid stance has been challenged leading to the government to start relaxing their rules. However, the country 

has now witnessed a resurgence in virus cases, with more than 35 million new daily cases according to the Chinese 

health regulator. Factor-wise, Value remained in favour while investors gravitated away from Growth, consequently 

Technology was the worst performing sector. Against this backdrop, the benchmark FTSE Asia Pacific ex Japan 

Index declined -1.4% in GBP terms. 

 

The Fund fell in value but outperformed its benchmark index in a value-focused environment where stock selection 

here was rewarded. In terms of countries, the underweights to South Korea, Taiwan and Hongkong were additive 

to performance, however the overweight to China and Australia hurt performance, the former struggled as Covid 

cases surged higher over the month. Sector allocation was mildly positive, due to underweights in Materials, 

Technology and Energy, whilst being overweight Real estate was also beneficial for performance. This was partially 

offset by our overweighting Telecoms which posted negative returns this month. Top stock picks came from owning 

positions in Chinese stocks with Melco Resorts and MGM rewarded with both displaying strong returns over the 

month. The main stock detractors were from not owning Tencent whilst overweighting Downer Edi Ltd impacted 

performance. 

 

There was no significant trading activity over the period. 

 

 

European Equity Income 

 

Despite global equity markets posting weaker returns in December, European equities outperformed other regional 

markets. Sentiment in equities were weighed after the US Federal Reserve set a hawkish tone from revising up its 

projected peak interest rates despite a smaller interest rate hike and inflation falling more than expected. The same 

tone was set by the European Central Bank and the Bank of England with both delivering smaller rate hikes of 0.5%. 

Markets were risk-off and growth and subsequently cyclical sectors such as Technology and Consumer 

Discretionary detracted while more defensive sectors such as Health Care and Utilities outperformed. Financials 

was the better performing sector against a rising rate environment.  Against this backdrop, the benchmark FTSE 

Custom World Europe ex UK Midday priced index returned 0.4 in GBP terms. 

 

The Fund rose in value and outperformed its benchmark this month in another month of a favourable market 

environment for Value and high dividend yielding stocks. Consequently, excess returns were driven primarily by 

stock selection whilst also posting positive sector allocation returns. The underweight to cyclical sectors such as 

Consumer Discretionary and Technology was additive to relative returns. From a stock selection perspective, top 

stock picks came from our positions in Siemens Energy Ag and Essity Aktiebolag whilst not owning ASML was 

rewarded. While stock detractors came in the form of SAP Se and Bayer Ag. 

 

Over the month we added to our position in Wacker Chemie AG and initiated a new position in Elekta. 
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Future World Sustainable European Equity Focus 

 

Despite global equity markets posting weaker returns in December, European equities outperformed other regional 

markets. Sentiment in equities were weighed after the US Federal Reserve set a hawkish tone from revising up its 

projected peak interest rates despite a smaller interest rate hike and inflation falling more than expected. The same 

tone was set by the European Central Bank and the Bank of England with both delivering smaller rate hikes of 0.5%. 

Markets were risk-off and growth and subsequently cyclical sectors such as Technology and Consumer 

Discretionary detracted while more defensive sectors such as Health Care and Utilities outperformed. Financials 

was the better performing sector against a rising rate environment.  Against this backdrop, the benchmark FTSE 

Custom World Europe ex UK Midday priced index returned 0.4 in GBP terms. 

 

The Fund rose in value and outperformed its benchmark index due to strong stock selection.  The fund’s growth 

bias meant sector allocation was slightly negative in a month where value outperformed, most notably due to the 

fund’s underweighting in Financials and overweighting in Technology. A significant proportion of returns was from 

successful stock selection in Consumer Discretionary and Technology names, with Health Care selection also 

additive to returns. The largest individual stock contribution came from Puma, as they benefitted from the re-opening 

of the Chinese economy and positive read across from Nike’s results. Inpost, Novo Nordisk and Zalando also 

contributed to outperformance. 

 

Over the month we initiated a position in Alcon and exited from a position in Vestas Wind Systems. 

 

 

Global Thematic Fund 

 
The Legal & General Global Thematic Fund returned -2.75% in December in GBP terms. 
 
In December monetary tightening continued, with the European Central Bank and the Bank of England raising rates by 
50bps. Central banks indicated that before softening their stance they would need additional evidence of more moderate 
inflation pressures. The relaxation of Covid restrictions in China led to the second largest outbreak since the start of the 
pandemic, which resulted in the closure of some factories and the reinstatement of tests for travelling into certain 
countries.  
 
Battery Value-Chain and Clean Energy gave back some of their gains in the previous months along with technology heavier 
themes such as Emerging Cyber Security and Artificial Intelligence. The L&G Pharma Breakthrough UCITS ETF (returned -
0.61%) held up better than other themes especially due to the performance of Horizon Therapeutics, which soared on the 
back on of strong results and the announcement of its acquisition at a 36% premium by biotech company Amgen in its 
largest-ever deal, and the biopharma sector’s biggest acquisition for two years. The deal is expected to complete in June 
2023 and Amgen will take advantage of Horizon’s rare and autoimmune diseases marketed drugs. Within the L&G Battery 
Value-Chain UCITS ETF (-9.05%), the L&G Clean Energy UCITS ETF (-3.77%), and the L&G Artificial Intelligence UCITS ETF (-
6.64%), Tesla weighed on returns as it announced the temporary suspension of EV production at Shanghai and offered US 
consumers a discount to take delivery of some cars, sparking fears of weak demand. Within the L&G Emerging Cyber 
Security ESG Exclusions UCITS ETF (-9.04%), the cloud protection and infrastructure software company Rackspace was 
affected by financial struggles and was left victim of a cyber-attack after which customers lost access to their email, 
contacts and calendars. 
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Growth Trust 
 

UK Equities posted negative returns during the final month of the year. Sentiment in equities weakened after the 

US Federal Reserve set a hawkish tone from revising up its projected peak interest rates despite a smaller interest 

rate hike and inflation falling more than expected. The same tone was set by the European Central Bank and the 

Bank of England with both delivering smaller rate hikes of 0.5%. Markets were risk-off and growth and subsequently 

cyclical sectors such as Technology and Communication Services detracted while more defensive sectors such as 

Health Care outperformed. Against this backdrop, the benchmark FTSE Custom All-Share Midday priced index 

declined -1.1% in GBP terms. 

 

The Fund fell in value and strongly underperformed its benchmark index, driven by a combination of weak sector 

allocation and stock selection which was the main detractor. Sector allocation was driven primarily due to the 

overweight to Technology sector which lagged the broader market as investors gravitated towards defensive 

sectors. Stock selection was weak, particularly in the Financials, Industrials and Technology sectors. A position in 

Pets at Home aided returns, as did not owning Shell due to a slump in oil prices stemming from renewed recession 

fears and expectations of more US Central Bank tightening. Positions in Darktrace and last month’s largest riser 

Watches of Switzerland were the biggest detractors from returns. 

 

There were no significant changes to the Focus Fund this month, 

 

 

UK Equity Income 

 

UK Equities posted negative returns during the final month of the year. Sentiment in equities were weighed after 

the US Federal Reserve set a hawkish tone from revising up its projected peak interest rates despite a smaller 

interest rate hike and inflation falling more than expected. The same tone was set by the European Central Bank 

and the Bank of England with both delivering smaller rate hikes of 0.5%. Markets were risk-off and growth and 

subsequently cyclical sectors such as Technology and Communication Services detracted while more defensive 

sectors such as Health Care outperformed. Against this backdrop, the benchmark FTSE Custom All-Share Midday 

priced index declined -1.1% in GBP terms. 

 

The Fund fell in value but modestly outperformed its benchmark index over the month driven primarily by strong 

stock selection. Sector-wise, the underweight to Health Care hurt performance as well as the overweight in 

Telecoms. However, top stock picks came from positions in BAE systems, Ds Smith and Direct Line Insurance. 

While the largest stock detractor was from holding Currys which fell over 30% over December on the back of 

consumer spending being squeezed and a downgrade in profit expectations.  

 

Over the month we trimmed positions in BHP Group, Next Plc and Phoenix Group whilst adding to our position in 

GSK. In addition, we exited a position in De La Rue. 
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UK Select Equity 

 

UK Equities posted negative returns during the final month of the year. Sentiment in equities weakened after the 

US Federal Reserve set a hawkish tone from revising up its projected peak interest rates despite a smaller interest 

rate hike and inflation falling more than expected. The same tone was set by the European Central Bank and the 

Bank of England with both delivering smaller rate hikes of 0.5%. Markets were risk-off and growth and subsequently 

cyclical sectors such as Technology and Communication Services detracted while more defensive sectors such as 

Health Care outperformed. Against this backdrop, the benchmark FTSE Custom All-Share Midday priced index 

declined -1.1% in GBP terms. 

 

The Fund fell in value and underperformed its benchmark index, driven mainly by weak stock selection. Sector 

allocation was largely neutral. The underweighting in Energy proved helpful as oil prices reacted negatively to 

revived recession fears and US Interest Rate hikes. These events slightly hit long-duration technology, which is 

overweighted in the fund. Weak stock selection came from within Financials, Industrials and Technology sectors. A 

position in Pets at Home aided returns, as did not owning Shell due to a slump in oil prices stemming from renewed 

recession fears and expectations of more US Central Bank tightening. Positions in Darktrace and last month’s 

largest riser Watches of Switzerland were the biggest detractors from returns over December. 

 

There were no significant changes to the fund this month. 
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Unconstrained 
 

Future World Sustainable Opportunities Fund 

 

The Future World Sustainable Opportunities Fund posted a positive return for December. This was despite most 

regional equity markets being down over the month against inflation anxieties, monetary policy tightening and 

recession concerns.  

 

US equities lagged as the US Federal Reserve struck a hawkish tone revising up its projected peak interest rates 

despite a smaller interest rate hike and inflation falling more than expected. The same tone was set by the 

European Central Bank and the Bank of England with both delivering smaller rate hikes of 0.5%. China was an 

outlier, continuing its momentum and producing a positive return on the back of reopening optimism. 

 

Given the broader equity market weakness, our core equity holdings made a negative contribution to the overall 

fund performance. However, this allocation outperformed the benchmark global index, experiencing a lower 

drawdown over the month. Elsewhere in equity, our Special Situations energy transition equity holdings also 

made a negative contribution but outperformed the broader market. Since inception, the Special Situations 

allocation has offered strong returns with a low correlation to wider equity markets. 

 

Within credit, our sizeable emerging market debt allocation posted a strong positive return, outperforming the 

respective benchmark. Our long-standing overweights in Indian renewables, sub-Saharan Africa and LatAm 

financials were the main drivers of alpha given the strong performance of market beta. 

 

Risk management remains paramount given continued market volatility. Our US equity market shorts made a 

significant positive contribution this month. Our use of hedging to limit downside risk has greatly benefited long-

term fund performance and remains a key focus of the strategy. 
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Contact us 

 

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

 

 

 

 

 

 

LGIM Disclaimer and important legal notice  

The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment 
Management Limited, or by Legal & General (Unit Trust Managers) Limited and/or their 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 Pensions 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, 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.  
 

 
 

  
  

 
 

 
 
 

 

https://twitter.com/LGIM
https://www.linkedin.com/company/legal-&-general-investment-management/
https://www.youtube.com/channel/UCUmfV6VjfydEykC6QzXNPSQ
https://www.lgim.com/uk/en/insights/podcast/
https://www.lgim.com/uk/en/insights/podcast/
https://www.lgimblog.com/
https://www.lgimblog.com/
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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 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 Financial 
Conduct Authority (or such successor from time to time)) and will be provided to you upon request.  
Legal & General Investment Management Limited. Registered in England and Wales No. 02091894. Registered 
Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the Financial Conduct Authority, No. 
119272.  
 
Legal & General (Unit Trust Managers) Limited. Registered in England and Wales No. 01009418.  

Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and Regulated by the Financial Conduct 

Authority No. 119273 


