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Manager's Investment Report

empty

Investment Objective and Policy
The primary objective of  the Fund is to generate income which grows at the rate of  
inflation +4%, where income is measured on a per unit basis over three year rolling 
time periods.

The Fund has a secondary objective to achieve capital growth in line with income 
growth over the medium to long term.

The above objectives are before the deduction of  any charges and assumes income is 
reinvested. There is no guarantee that any of  the objectives will be met over any time 
period. Both capital and reinvested income are at risk.

The Fund will achieve its objectives by permanently investing not less than 85% of  
its assets in the L&G Real Income Builder Fund, a Sub-fund of  the Legal & General 
Authorised Contractual Scheme (ACS). While it is envisaged that the Fund will normally 
be fully invested in the L&G Real Income Builder Fund, the Fund may also hold up 
to 15% of  its assets in cash or near cash. The Fund will use derivatives for hedging 
purposes only.

Manager's Investment Report
During the review period, the bid price of the Fund’s L-Class accumulation units rose 
by 4.51%. The total income earned by each L-Class accumulation unit over the review 
period was 0.8621p.

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.

Market/Economic Review
During the review period, inflation has continued to rise from historically low levels.  
The consumer prices Index (CPI) was consistently below 0.5% on a year over year basis 
during 2015, 1.6% in December 2016 and as at June 2017 had reached 2.7%  
(Source: UK Office for National Statistics LGIM analysis).  

During the review period, the total return performance from the MSCI World Index 
was 5.0% measured in GBP (Source: Bloomberg) and equivalently, 4.7% for the  
FTSE 100 Index (Source: Bloomberg).  

Fund Review
The objective of  the L&G Real Income Builder Fund is to grow income per unit at  
UK CPI +4% p.a. measured over three year rolling time periods, assuming that income 
is reinvested.  The Fund has a secondary objective to grow capital in line with income.  

The Fund’s primary objective is to grow income per unit.  We measure income 
cumulatively over 12 months and compare the amount earned to prior 12 month 
periods. As at June 2017 the year over year growth achieved was 6.9%, broadly in line 
with our estimates for the year. 

The Fund will achieve its objectives by investing at least 85% of  its assets in the  
L&G Real Income Builder Fund (the ‘Master Fund’), Sub-fund of  the ACS.

The Master Fund has the ability to invest globally in equities, fixed income instruments 
and Index derivatives. It is constructed from the bottom up, selecting individual equities 
which we think will help achieve the Fund’s objectives and packaging them with fixed 
income instruments.  The Fund aims to have capital risk of  around two-thirds of  the 
equity market.



3

Manager's Investment Report continued

In terms of  capital risk, the Fund remains conservatively positioned. Volatility across 
markets is at historic lows while markets have continued to trend upwards, although 
at a more moderate pace, so far in 2017 meaning the Fund has not faced a meaningful 
drawdown in markets. However, we remain confident that the Fund would achieve its 
objective of  two-thirds of  equity risk in a downturn given the way that we match each 
equity with a fixed income instrument to ensure each package would achieve our risk 
objective.  

The largest contributor to total returns over the review period was Samsonite, which is 
risk-matched with a First Group bond. Samsonite has continued to report strong sales 
growth following its acquisition of  Tumi. The worst performing investment package in 
the review period was BT, which was matched with a 2020 TOTAL bond.  In January, 
BT announced an accounting scandal in Italy which caused the market to question the 
sustainability of  the group’s dividend given the impact of  reduced guidance on free 
cash flow and the likely implications of  the separation of  Openreach. As a consequence 
of  this new information, we sold our position during Q1 of  2017. 

During the review period, we added several new investment packages including ones 
based on Pandora, Dong Energy, BP, BBA Aviation, Novo Nordisk, Philip Morris and 
Saga.  We sold a number of  positions including Booker, Experian, IMI, Roche, BT, 
Bunzl, Imperial Brands and London Stock Exchange.

Outlook
With valuations that are fuller across the board, we remain nervous that trends might 
reverse in 2017. Some clear identifiable risks that we are looking to mitigate include:

1. Move in GBP/USD exchange rate: GBP has not hit levels like this in over  
30 years and there is a risk that either through a combination of  Dollar 
weakness or cable strength, the translation impact of  our US equities could 
hurt our performance in 2017.

2. Global asset inflation: Equities and bonds have ended 2016 on the back of  
a very strong run and without clear evidence of  a sustained pick-up in either 
global growth or company earnings.  Returns have been driven, to a large 
part, by multiple expansions, and without sustained earnings growth it is 
difficult to find substantial upside from here.  

3. Rising inflation: Landed UK inflation is certain to rise given the move we 
have seen in GBP vs. all other currencies, combined with the recovery in oil 
prices, raising the bar for nominal returns from the Fund. 

Although we are likely to see volatility in individual asset returns, we see continued 
opportunities to add value through fundamental analysis and bottom-up stock selection. 
Real Income Builder has the ability to select the ones we think will contribute most to 
the Fund’s return and risk objectives.  

Legal & General Investment Management Limited
(Investment Adviser of  the Legal & General Real Income Builder Fund, 
Sub-fund of  the ACS) 
3 July 2017
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Authorised Status
This Fund is an Authorised Unit Trust Scheme as defined in section 243 of  the 
Financial Services and Markets Act 2000 and is a UCITS Retail Scheme within the 
meaning of  the FCA Collective Investment Schemes sourcebook.

Directors’ Statement
We hereby certify that this Manager's Report has been prepared in accordance with the 
requirements of  the FCA Collective Investment Schemes sourcebook.

A. J. C. Craven S. D. Thomas
(Director) (Director)

Legal & General (Unit Trust Managers) Limited
21 August 2017
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Portfolio Statement as at 30 June 2017
All investments are in collective investment schemes unless otherwise stated. The 
percentages in brackets show the equivalent holdings at 31 December 2016.

Holding/ 
Nominal 

Value Investment

Market 
value 

£

% of 
Net 

Assets

Test
COLLECTIVE INVESTMENT SCHEMES 
— 99.32% (99.02%) Test Test

38,484,093 Legal & General Real Income 
Builder Fund Q-class Acc 42,809,705 23.65

118,287,112 Legal & General Real Income 
Builder Fund Q-class Inc 136,976,475 75.67

179,786,180 99.32

Portfolio of investments 179,786,180 99.32

Net other assets 1,233,268 0.68

Total net assets £181,019,448 100.00%

Total purchases for the period: £126,133,917. 

Total sales for the period: £187,927,141.
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Statement of Total Return
for the period ended 30 June 2017

30/06/17 30/06/16
£ £ £ £

Income

Net capital gains/
(losses)    6,249,598    (2,761,173)

Revenue    3,198,522    4,026,776

Expenses    (45,260)    (48,877)

Interest payable  
and similar charges    (98)    (1,166)

Net revenue  
before taxation    3,153,164    3,976,733

Taxation    (69,602)    (161,888)

Net revenue  
after taxation for the period    3,083,562    3,814,845

Total return  
before distributions    9,333,160    1,053,672

Distributions    (3,119,772)    (3,853,945)

Change in net assets  
attributable to Unitholders  
from investment activities    £6,213,388    £(2,800,273)

Statement of Change in Net Assets attributable to  
Unitholders for the period ended 30 June 2017

30/06/17 30/06/16
£ £ £ £

Opening net assets  
attributable to Unitholders     235,233,822    329,598,475

Amounts received on  
issue of units    125,719,361    695,948

Amounts paid on  
cancellation of units    (186,815,384)    (8,092,000)

Amounts paid on 
in-specie transactions    –    (101,455,951)

   (61,096,023)    (108,852,003)

Change in net assets  
attributable to Unitholders 
from investment activities    6,213,388    (2,800,273)

Retained distributions on  
accumulation units    668,261    3,584,103

Closing net assets  
attributable to Unitholders    £181,019,448    £221,530,302

The difference between the opening net assets and the comparative closing net assets is 
the movement in the second half  of  the year.



Financial Statements continued

7

Balance Sheet as at 30 June 2017

30/06/17 31/12/16
£ £

ASSETS

Fixed assets:

Investments    179,786,180    232,939,955

Current assets:

Debtors    3,407,994    2,673,060

Cash and bank balances    577,538    173,606

Total assets    183,771,712    235,786,621

LIABILITIES

Creditors:

Bank overdrafts    (558,368)    (162,431)

Distributions payable    (2,061,917)    (100,756)

Other creditors    (131,979)    (289,612)

Total liabilities    (2,752,264)    (552,799)

Net assets attributable  
to Unitholders    £181,019,448    £235,233,822
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  1.   Statement of Compliance
The Financial Statements have been prepared in compliance with UK Financial 
Reporting Standard 102 (FRS 102) and in accordance with the Statement of  
Recommended Practice for UK Authorised Funds issued by the Investment 
Association in May 2014 (2014 SORP). 

  2.   Accounting Policies
The accounting policies applied are consistent with the most recent annual 
Financial Statements.

  (a) Basis of Preparation
The Financial Statements have been prepared on a going concern basis, under the 
historical cost convention as modified by the revaluation of  certain financial assets 
and liabilities measured at fair value through profit or loss.
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Fund Information

Net Asset Values and Units in Issue

Class
Net Asset 
Value (£) Units in Issue

Net Asset 
Value per 

Unit (p)
I-Class test
Distribution Units 98,256 175,118 56.11
Accumulation Units 626,607 1,070,837 58.52
L-Class test
Distribution Units 136,188,229 251,019,909 54.25
Accumulation Units 44,106,356 76,409,647 57.72

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.

Ongoing Charges Figures

30 Jun 17 31 Dec 16
I-Class test 0.65% 0.62%
L-Class test 0.14% 0.11%

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.

Distribution Information
I-Class
The distribution payable on 31 August 2017 is 0.8609p per unit for distribution units 
and 0.8850p per unit for accumulation units.

L-Class
The distribution payable on 31 August 2017 is 0.8208p per unit for distribution units 
and 0.8621p per unit for accumulation units.
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Risk and Reward Profile

1 2 3 4 5 6 7

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 Fund's risk and reward category in the future.

• The category is based on the risk of  a representative mix of  investments the 
Master Fund could hold and its targeted performance.

• This Fund is in category four because historically the mix of  investments the 
Master Fund could hold have shown a medium level of  volatility (how much the 
fund price goes up and down compared to the other risk categories).

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

• Even a fund in the lowest category is not a risk free investment.
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Constitution
Launch date: 12 March 2015

Period end dates for distributions: 30 June, 31 December

Distribution dates: 28 February, 31 August

Minimum initial lump sum 
investment: I-Class £100,000,000

L-Class* £100,000

Valuation point: 12 noon

Fund management fees: I-Class 0.55%
L-Class* 0.04%

Initial charge: I-Class Nil
L-Class* Nil

* L-Class is not available to retail customers and is intended only for investment by 
Legal & General group companies.

Pricing and Dealing
The I-Class accumulation only prices are published on the internet at
www.lgim.com/uk/ad/funds/real-income-builder/accumulation/class-i.html 
immediately after they become available. 

Dealing in units takes place on a forward pricing basis, from 9am to 5pm, Monday to 
Friday.

Buying and Selling Units
Units may be bought on any business day from the Manager or through a financial 
adviser by completing an application form. Units may normally be sold back to the 
Manager on any business day at the bid price calculated at the following valuation point.

Prospectus and Manager’s Reports
The Manager will send to all persons on the Unitholder Register annual and interim 
short form reports. 

Copies of  the Prospectus and the most recent annual or interim reports are available 
free of  charge by telephoning 0370 050 0955 or by writing to the Manager.

Do you have difficulty in reading information in print because of  a disability? If  so, we 
can help. We are able to produce information for our clients in large print and braille. If  
you would like to discuss your particular requirements, please contact us on
0370 050 0955.

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

Dual Pricing Arrangement
The Manager’s fixed dual pricing arrangement has a set spread to account for the costs 
of  transacting in a particular Fund. 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 Fund in the form of  a payment from the Manager. This provides 
an enhanced return to the Fund, through the size of  any return will be dependent on 
the size of  subscriptions and redemptions. 
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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

Directors of the Manager
R. M. Bartley
A. J. C. Craven
S. Hynes
H. Solomon
S. D. Thomas
L. W. Toms
A. R. Toutounchi*
M. J. Zinkula

*Non-executive Director

Secretary
J. McCarthy 

Registrar
Legal & General (Unit Trust Managers) Limited
P.O. Box 6080,
Wolverhampton WV1 9RB
Authorised and regulated by the Financial Conduct Authority

Dealing: 0370 050 0956
Enquiries: 0370 050 0955
Registration: 0370 050 0955
Call charges will vary. We may record and monitor calls.

Trustee 
Northern Trust Global Services Limited
Trustee and Depositary Services
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 

Investment Adviser
Legal & General Investment Management Limited
One Coleman Street,
London EC2R 5AA
Authorised and regulated by the Financial Conduct Authority

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





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
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