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Investment Objective and Policy 
The objective of the Fund is to produce a high level of  
income consistent with long-term preservation of capital in  
Sterling terms. It is intended that the Fund will predominantly 
invest in interest-bearing securities issued by governments,  
other public issuers and companies worldwide. 

Risk Profile 
Credit risk 
This Fund is invested in financial securities such as bonds.  
With these investments, there is a risk of suffering loss due to  
a party not meeting its financial obligations. This risk is managed  
by monitoring the financial stability of investments and companies, 
via credit ratings. 

Market risk 
Market risk arises mainly from uncertainty about future prices.  
It represents the potential loss the Fund may suffer through  
holding market positions in the face of market movements.  
The Manager adheres to the investment guidelines and in this  
way, monitors and controls the exposure to risk from any type  
of security, sector or issuer. 

Currency risk 
This Fund holds investments in overseas financial securities.  
The performance of the Fund may therefore be affected by changes 
in exchange rates. This risk may be managed by the use of forward 
currency contracts, which aim to manage the effect of changing 
exchange rates. 

Interest rate risk 
This Fund is invested in interest-bearing securities.  
The performance of the Fund may therefore be affected by changes 
in interest rates. The active monitoring and adjustment of the 
investments in the portfolio manages this risk. 
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Fund Facts 
Period End Dates for Distributions: 15 of each month, 15 Oct (Final) 

Distribution Dates: 13 of each month, 13 Nov (Final) 

Ongoing Charges Figures: 15 Apr 19 12 Oct 18 

R-Class 1.16% 1.16% 
A-Class1 – 1.16% 
F-Class 0.66% 0.66% 
I-Class 0.42% 0.42% 

1As at the 12 October 2018, the A-Class was closed. All unitholders 
in the A-Class as at 12 October 2018 have been moved into the  
R-Class. The terms and charges are identical between the classes.  

The Ongoing Charges Figure (OCF) is the ratio of the Fund's total 
disclosable costs (excluding overdraft interest) and all costs suffered 
through holdings in underlying Collective Investment Schemes, to 
the average net assets of the Fund. 

The OCF is intended to provide a reliable figure which gives the 
most accurate measure of what it costs to invest in a fund and is 
calculated based on the last period's figures. 

Risk and Reward Profile 

 Lower risk Higher risk 

 Potentially lower rewards Potentially higher rewards 

 

 

• The Risk and Reward Indicator table demonstrates where the 
Fund ranks in terms of its potential risk and reward. The higher 
the rank the greater the potential reward but the greater the risk 
of losing money. It is not guaranteed to remain the same and 
may change over time. It is based on historical data and may 
not be a reliable indication of the future risk profile of the 
Fund. The shaded area in the table above shows the Fund’s 
ranking on the Risk and Reward Indicator. 

• The Fund is in category three because it invests in company or 
government bonds which are sensitive to changes in interest 
rates, inflation and credit. This can be driven by political and 
economic changes and other significant events and may cause 
the value to go up and down. Bonds that are closer to their 
maturity date tend to be more stable in value. Bonds are 
generally considered to be higher risk investments than cash, 
but lower risk than company shares.  

• Even a fund in the lowest category is not a risk free investment. 
  

1 2 3 4 5 6 7 
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Distribution Information 
R-Class 
The distribution payable on 13 May 2019 is 0.2542p per unit for 
distribution units and 0.4784p per unit for accumulation units. 

F-Class 
The distribution payable on 13 May 2019 is 0.2976p per unit for 
distribution units and 0.5720p per unit for accumulation units. 

I-Class 
The distribution payable on 13 May 2019 is 0.3121p per unit for 
distribution units and 0.6167p per unit for accumulation units. 

Net Asset Values and Units in Issue 

   Net Asset 
 Net Asset  Value per  
Class Value (£) Units in Issue Unit (p)  

R-Class 
Distribution Units 127,118,561 127,989,858 99.32 
Accumulation Units 227,177,447 121,234,290 187.39 

F-Class 
Distribution Units 67,512 67,765 99.63 
Accumulation Units 880 451 195.12 

I-Class 
Distribution Units 48,605,839 48,774,652 99.65 
Accumulation Units 60,893,028 30,833,960 197.49 

Past performance is not a guide to future performance. 
The price of units and any income from them may go down as 
well as up.  
Exchange rate changes may cause the value of any overseas 
investments to rise or fall. 
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Portfolio Information 
The top 10 holdings and their associated weighting at the current 
and preceding period ends were: 

 Top 10 Holdings at  Top 10 Holdings at 
 15 April 2019 12 October 2018 

 Percentage of   Percentage of 
Holding Net Asset Value  Holding Net Asset Value 

 
 
 
 
 
 
 
 

  

Legal & General  
High Income Trust 8.40% 
Lloyds Bank 5.125%  
07/03/2025 2.24% 
 
ELM 6.302%  
Open Maturity 1.59% 
 
Electricite de France 
6% Open Maturity 1.51% 
 
Juneau Investments 
5.9% 22/02/2021 1.50% 
Northumbrian Water  
Finance 2.375%  
05/10/2027 1.45% 
 
Electricite de France  
6.25% 30/05/2028 1.41% 
Western Power  
Distribution West  
Midlands 6%  
09/05/2025 1.40% 
Thames Water Utilities  
Finance 5.75%  
13/09/2030 1.40% 
 
 
Cheltenham & Gloucester 
11.75% Open Maturity 1.33% 

Legal & General  
High Income Trust 9.31% 
Lloyds Bank 5.125% 
07/03/2025 2.07% 
 
ELM 6.302%  
Open Maturity 1.49% 
 
Juneau Investments 
5.9% 22/02/2021 1.41% 
 
Electricite de France 
6% Open Maturity 1.35% 
South Eastern Power  
Networks 6.375%  
12/11/2031 1.33% 
Thames Water Utilities  
Finance 5.75%  
13/09/2030 1.31% 
 
Northumbrian Water  
Finance 2.375%  
05/10/2027 1.30% 
 
Cheltenham & Gloucester 
11.75% Open Maturity 1.29% 
Western Power  
Distribution West 
Midlands 6% 
09/05/2025 1.29% 
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Fund Holdings as at 15 April 2019 

 
Fund Holdings as at 12 October 2018 
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Manager’s Investment Report  
During the period under review, the Fund’s R-Class accumulation 
units rose by 2.06%. 
Past performance is not a guide to future performance. 
The value of investments and any income from them may go 
down as well as up. 
Exchange rate changes may cause the value of any overseas 
investments to rise or fall. 

Market/Economic Review  
Bond markets have outperformed equities over the review  
period. As 2018 ended, the marked rise in equity market  
volatility highlighted the ‘safe haven’ appeal of government  
bonds, while the subsequent shift to a more accommodative 
monetary policy from the major central banks has underpinned 
markets. The US Federal Reserve raised interest rates in December, 
before citing a combination of slowing global growth, the ongoing 
US-China trade dispute, and tighter financial conditions when 
calling a halt to its series of a rate hikes. Likewise, the European 
Central Bank reassured investors that it would not raise interest 
rates during 2019. The Bank of Japan’s negative-interest-rate policy, 
and its announcement that it will intervene if necessary to keep the 
yield on the country’s benchmark 10-year bonds at around 0%, 
supported Japanese government bonds. 

Gilts gained ground as the Bank of England left interest rates  
on hold and indicated it would follow a cautious approach to 
increasing borrowing costs this year. The UK economy faces  
the headwinds of persistent concerns about Brexit and a global 
economic slowdown. Index-linked gilts outperformed their 
conventional counterparts, despite inflation declining to a  
two-year low in January, benefiting from their longer maturity 
profile and ongoing demand from UK institutional investors. 
Sterling-denominated corporate bonds made modest gains,  
rallying since the turn of the year as equity markets recovered  
lost ground. 

Fund Review  
The Fund delivered positive returns over the review period.  
The Fund deliberately runs a shorter duration than the wider 
corporate bond market. Volatility returned during October, as 
credit spreads widened and gilt yields rose towards the end of 2018. 
However, assets recovered in 2019 as gilts benefitted from 
continued Brexit-related uncertainty, and over the period, 10-year 
gilt yields compressed, falling particularly sharply in March. 
However, high quality Sterling corporate bonds have outperformed 
gilts in 2019 so far as fears for the global growth outlook combined 
with a flight to quality, although they have gapped wider on a 6-
month basis. Sterling bonds enjoyed strong gains during March, 
driven by optimism over the path of US interest rates and lower 
estimates for Eurozone growth forecasts. 
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Manager’s Investment Report continued 
Recently, with activity in the primary market remaining at  
healthy levels, we took advantage of a range of attractively  
priced new issues, buying new bonds from HSBC, RBS,  
mining firm Anglo American and infrastructure provider Vinci.  
In the secondary market, we focused on increasing exposure to 
high-conviction holdings that have so far lagged behind the  
broader credit market rally, adding exposure to insurer Aviva, 
British American Tobacco and telecoms & media infrastructure  
& facilities provider Arqiva. 

Outlook 
Looking ahead, with dovish central banks and reasonably  
solid economic data, risky asset classes remain supported.  
There are some areas of economic concern, notably across 
European manufacturing, but rebounding activity in China could 
help. We remain cautious over the longer term given central banks’ 
inability to normalise their policy in a world of excess debt and 
disappointing productivity. In the shorter term, the focus is on 
valuations getting back towards their expensive 2018 levels. 
 
 
 
Legal & General Investment Management Limited 
(Investment Adviser) 
18 April 2019 
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Manager’s Report and Accounts 
Copies of the most recent Interim and Annual Long Form 
Manager’s Reports are available free of charge by telephoning 
0370 050 0955, by writing to the Manager or are available on the 
internet at www.legalandgeneral.com/investments/fund-
information/managers-reports. 

Call charges will vary. We may record and monitor calls. 

EU Savings Directive 
The Fund has been reviewed against the requirements of the 
Directive 2003/48/EC on Taxation of savings in the form of 
interest payments (ESD), following the HM Revenue & 
Customs debt investment reporting guidance notes. 

Under the directive, information is collected about the payment 
of distributions to residents in certain other countries and is 
reported to HM Revenue & Customs to be exchanged with  
Tax authorities in those countries. 

The Fund falls within the 25% debt investment reporting 
threshold. This means that details of all distributions and 
redemption proceeds paid to non UK investors will be  
reported by Legal & General (Unit Trust Managers) Limited to 
HM Revenue & Customs to be exchanged with the relevant  
Tax authorities. 
Minimum Investment Amounts 
The minimum initial lump sum investment amounts for each 
class are as follows:  

R-Class   £20 
F-Class   £20 
I-Class   £1,000,000 
L-Class   £100,000 

F-Class units are only available to: 

i) investors who have received advice from authorised 
intermediaries, platforms or other distributors in relation to 
their investment in units in the Fund; and 

ii) distributors who the Manager reasonably considers will 
adequately bear the costs of marketing to and acquiring 
investors at no or limited cost to the Manager, and to whom 
the Manager has confirmed that such distributor or investor 
meets the criteria for investment in such units. 

L-Class is not available to retail customers and is intended only 
for investment by Legal & General group companies. 
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Other Information 
The information in this report is designed to enable unitholders 
to understand how the Fund has performed during the period 
under review and how it is invested at the period end. Further 
information on the activities and performance of the Fund can 
be obtained by telephoning 0370 050 0955 or by writing to the 
Manager. 

Significant Change 
New Unit Class: L-Class 
With effect from 25 April 2019, L-Class units have launched 
within the Fund with accumulation units available. 
Authorised Fund Manager 
Legal & General (Unit Trust Managers) Limited  
Registered in England and Wales No. 01009418  
Registered office:  
One Coleman Street,  
London EC2R 5AA  
Telephone: 0370 050 3350  
Authorised and regulated by the Financial Conduct Authority 

Call charges will vary. We may record and monitor calls. 

Trustee 
Northern Trust Global Services SE UK Branch 
50 Bank Street, 
Canary Wharf, 
London E14 5NT  
Authorised by the Prudential Regulation Authority and regulated 
by the Financial Conduct Authority and the Prudential 
Regulation Authority 

Independent Auditors 
KPMG LLP 
15 Canada Square, 
London E14 5GL  
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Authorised and regulated by the  
Financial Conduct Authority  
Legal & General 
(Unit Trust Managers) Limited 
Registered in England and Wales No. 01009418 
Registered office: 
One Coleman Street, 
London EC2R 5AA 
www.legalandgeneral.com 
SIF0519 


