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Investment Objective and Policy 
The investment objective of this Trust is to provide a high income 
from a managed portfolio that includes fixed interest securities and 
Government and other public securities. Investments may be made 
in stocks traded on overseas markets. 

For the purposes of efficient portfolio management, any of the 
forms of derivatives outlined in the Prospectus may be effected. 

Risk Profile 
Credit Risk 
This Trust 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 Trust 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 Trust holds investments in overseas financial securities. The 
performance of the Trust 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 Trust is invested in interest bearing securities. The 
performance of the Trust may therefore be affected by changes in 
interest rates. The active monitoring and adjustment of the 
investments in the portfolio manages this risk.  

Trust Facts 
Period End Dates for Distributions: 22 of each month, 22 Feb (Final) 

Distribution Dates: 21 of each month, 21 Mar (Final) 

Ongoing Charges Figures: 22 Aug 17 22 Feb 17 

R-Class 1.18% 1.18% 
F-Class 0.68% 0.68% 
I-Class 0.44% 0.44% 

The Ongoing Charges Figure (OCF) is the ratio of the Trust’s total 
discloseable costs (excluding overdraft interest) to the average net 
assets of the Trust.  

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

 Lower risk Higher risk 

 Potentially lower rewards Potentially higher rewards 

 

 

• This risk and reward profile is based on historical data which may 
not be a reliable indication of the Trust’s risk and reward category 
in the future.  

• The category is based on the rate at which the value of the Trust 
has moved up and down in the past.  

• This Trust is in category three because it invests in investment 
grade bonds which generally provide higher rewards and higher 
risks than investments in cash and lower rewards and lower risks 
than other investments such as sub-investment grade bonds or 
company shares. 

• The Trust’s category is not guaranteed to remain the same and may 
change over time.  

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

Distribution Information 
R-Class 
The distribution payable on 21 September 2017 is 0.1279p per unit for 
distribution units and 0.2303p per unit for accumulation units. 

F-Class 
The distribution payable on 21 September 2017 is 0.1564p per unit for 
distribution units and 0.2869p per unit for accumulation units. 

I-Class 
The distribution payable on 21 September 2017 is 0.1677p per unit for 
distribution units and 0.3216p per unit for accumulation units. 
  

1 2 3 4 5 6 7 
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Net Asset Values and Units in Issue 

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

R-Class 
Distribution Units 231,839,040 348,054,349 66.61 
Accumulation Units 83,603,301 69,551,736 120.20 

F-Class 
Distribution Units 142,057 210,947 67.34 
Accumulation Units 92,135 74,234 124.11 

I-Class 
Distribution Units 51,184,176 76,795,098 66.65 
Accumulation Units 65,829,193 51,371,135 128.14 

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 
period end and preceding year end were: 

 Top 10 Holdings at  Top 10 Holdings at 
 22 August 2017 22 February 2017 

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

 
 
 
 
 
 
 
 

  

Treasury  
4.25% 07/12/2040  2.12%  
Treasury  
3.50% 22/01/2045  1.92%  
Prudential   
11.375% 29/05/2039  1.74% 
 
EDF 6.125% 02/06/2034  1.73%  
Society of Lloyd's  
7.421% Open Maturity  1.40%  
Brit Insurance  
6.625% 09/12/2030  1.34%  
 
Paragon 6% 28/08/2024  1.28%  
Lloyds Bank 
5.75% 09/07/2025  1.19%  
RSA Insurance Group  
Floating Rate  
Open Maturity  1.18%  
E.ON International  
Finance 6% 30/10/2019  1.12%  

 

Treasury  
3.25% 22/01/2044 1.82% 
 
EDF 6.125% 02/06/2034 1.75% 
Prudential  
11.375% 29/05/2039 1.57% 
Treasury  
4.25% 07/12/2040 1.57% 
Tesco Property Finance  
7.6227% 13/07/2039 1.47% 
 
Centrica 4% 16/10/2023 1.41% 
Lloyds Bank  
6.5% 17/09/2040 1.36% 
Credit Agricole  
8.125% Open Maturity 1.32% 
 
Brit Insurance  
6.625% 09/12/2030 1.29% 
Scottish Widows 
5.5% 16/06/2023 1.11% 
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Trust Holdings as at 22 August 2017 

 
Trust Holdings as at 22 February 2017 
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Manager’s Investment Report  
During the period under review, the bid price of the Trust's R-Class 
accumulation units rose by 4.25%. Over the same period, the iBoxx 
Sterling Collateralized and Corporates Total Return Index rose by 
3.95% (Source: Bloomberg). 

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  
Having risen in late 2016 on the back of higher growth and 
inflation expectations following President Trump’s election victory, 
underlying bond yields were generally stable over the period under 
review. However, they still remained significantly above the historic 
lows witnessed in the immediate aftermath of the UK’s EU 
referendum. 

A notable feature of bond markets was a divergence in the 
performance of short and long-term interest rates. Short-term rates 
rose, with the US Federal Reserve opting to hike US rates in March, 
and then again in June 2017. However, long-term rates actually fell, 
as investors bet on the tighter monetary policy to moderate  
longer-term global growth. 

Sterling credit markets performed well with credit spreads (the 
additional yield available on corporate bonds compared with 
government bonds from the same region) falling steadily. Globally, 
volatility in risk assets was low and Sterling credit was no exception 
as investors shrugged off the unexpected result of the snap UK 
general election. 

As with equity markets, credit markets were undeterred by rising 
short-term interest rates, with investors judging that they were only 
rising from historically low levels. High yield bonds generally 
outperformed investment grade credit, with the increase in global 
risk appetite continuing to support sentiment. 

Trust Review  
The Trust delivered a positive return over the review period, helped 
by our longstanding favouring of collateralised debt and 
overweights in selected subordinated financial bonds. Corporate 
hybrid issues, our more cautious view of lower tier 2 bank debt and 
positive returns from our sub-investment grade holdings were also 
beneficial for Trust performance. 

From a company-specific perspective, our holdings in  
Canary Wharf added significant value after investors and 
bondholders settled a dispute over the redemption of bonds 
secured on property assets that have been sold. In addition, our 
investment in military accommodation vehicle Annington Funding 
and Tesco Property secured debt further underpinned returns. 
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Manager’s Investment Report continued 
In terms of portfolio activity, the Trust was very active in both 
primary and secondary markets, secondary market activity centred 
on sales to fund primary market purchases, keeping overall credit 
exposure broadly unchanged. 

Outlook  
With global growth holding steady and inflation subdued, appetite 
for risk assets remains high for now. Steady growth prospects, a 
subdued US Dollar and lower volatility in oil markets mean that 
prices could grind higher yet. 

Despite this, we believe that the potential reward for the market 
pricing of risk is now poor. Asset prices are high by many historic 
measures and the length of the recent rally without a significant 
pullback is also worthy of note. 

However, the key event on the horizon is the impending liquidity 
withdrawal by the US Federal Reserve, as quantitative tightening is 
expected to begin as early as September. In addition to this, the 
ECB is also expected that month to announce their plans to taper 
the public sector purchase programme. 

From a broad perspective, if we accept that quantitative easing has 
been the key driver of high asset prices relative to growth over the 
past five years, then it could be sensible to expect increased 
volatility as the moment of liquidity withdrawal approaches. 
 
Legal & General Investment Management Limited 
(Investment Adviser) 
23 August 2017 
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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 Trust 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 Trust 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. 

Dual Pricing Arrangement 
The Manager’s fixed dual pricing arrangement has a set spread to 
account for the costs of transacting in a particular Trust. Where 
the Manager operates a box through which unit subscriptions 
and unit redemptions are netted into a single trade instruction to 
the Trustee, the netting reduces the actual transaction costs and 
this generates a revenue to the Manager. The revenue generated 
from this activity is calculated on a monthly basis and returned 
to the Trust in the form of a payment from the Manager. This 
provides an enhanced return to the Trust, through the size of 
any return will be dependent on the size of subscriptions and 
redemptions. 
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Minimum Investment Amounts  
The minimum initial lump sum investment amounts for each 
class are as follows:  

R-Class    £500 
F-Class   £500 
I-Class £1,000,000 

In addition, monthly contributions can be made into the R-Class 
and F-Class with a minimum amount of £50 per month. 

F-Class units are only available to: 

i) investors who have received advice from authorised 
intermediaries and platforms in relation to their investment in 
units in the Trust and 

ii) authorised intermediaries or distributers 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 distributer or investor meets the criteria for investment 
in such units. 

Other Information 
The information in this report is designed to enable unitholders 
to understand how the Trust 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 Trust can 
be obtained by telephoning 0370 050 0955 or by writing to the 
Manager. 

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

Significant Changes 
Removal of the Initial Charge for R-Class 
With effect from 6 June 2017, the initial charge for R-Class units 
has been removed. Prior to this change the initial charge was 
3%. The removal of the initial charge will provide better value 
for investors, as there is no longer a cost of setting up the 
investment. 

Removal of Initial Commission 
With effect from 6 June 2017, initial commission will no longer 
be paid on the Trust. The initial commission was intended to 
reflect the costs incurred by the product provider and the 
intermediary for setting up and selling the business, however, 
Legal & General no longer consider it appropriate to continue to 
pay commission on such transactions. 
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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 Limited 
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 
PricewaterhouseCoopers LLP  
7 More London Riverside 
London SE1 2RT 
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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 
HIF0917 


