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WHAT’S THE STORY?
The turn of the year heralded promises of strong global economic growth after a recession-
laden 2020, as nations embarked upon a mass COVID-19 vaccination drive with Israel, the 
UK and the US leading the way in percentage of population to receive a first vaccination. 
With this development came strong performance for global risk assets and a continuation 
of the rotation out of growth stocks into cyclical stocks that tend to outperform in the early 
stages of the economic cycle.
Developed market equities also experienced a strong opening quarter, in particular UK 
equities following the alleviation of some uncertainty after the agreement of a Brexit trade 
deal at the end of 2020, not to mention the so far successful vaccination programme. One 
of the big stories of the quarter for markets was bond weakness as yields began their steep 
ascent from all-time lows. US bonds were the hardest hit by this after Biden’s landmark 
$1.9 trillion fiscal stimulus bill, but other developed market government bonds were not 
spared as market participants brought forward expectations of central bank rate hikes given 
the burgeoning economic recovery.
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Source: Lipper, LGIM as at 31 March 2021. 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 broadly flat return over the quarter, with key positive contributions to 
performance coming from ESG-screened UK & developed market equities and global REITs. 
These were somewhat offset by our holdings in ESG-screened UK investment grade and global 
corporate bonds.
We recently increased our equity exposure as we believe we are still in the early stages of an 
economic recovery which has some room to run. This is the most supportive time of the economic 
cycle for equities, and despite some lofty valuations in certain equity markets, we believe it is too 
early in the recovery to call a meaningful correction.
We reduced our exposure to bonds, in particular to UK investment grade credit. We believe credit 
spreads have tightened to a level where exposure is not particularly well rewarded over the long 
run. Moreover, the return profile for these instruments is increasingly asymmetric the lower bond 
yields fall.
We marginally increased our exposure to alternative investments including listed infrastructure and 
global REITs. These asset classes have lagged the recovery since the COVID induced selloff, but 
we believe in the coming months we will see both benefit from the burgeoning recovery and 
support provided by governments. In a low interest rate environment, we believe these listed 
alternatives can provide a robust way to diversify our portfolios whilst providing steady, reliable 
income. Additionally, REITs should have a comparative advantage if government spending leads to 
higher corporation taxes in the future.

OUTLOOK
We continue to see potential for a strong economic recovery from the deep global recession. This 
early stage is the most supportive time in the economic cycle for risk assets and is therefore the main 
driver for our positive medium-term view on risk assets, in particular equities, which we favour over 
credits. There is continued positive news flow on the roll-out of COVID-19 vaccines, with the US and 
UK vaccinating a significant proportion of their populations and the EU picking up steam.
Forecasters’ attention has now turned to the question of just how strong the economic recovery will 
be. Due to the year-on-year nature of inflation, we expect a pick-up in inflation prints over the second 
quarter as a result of the drop in consumer demand last spring. We also expect a potential spike in 
inflation as a result of supply constraints in a rapid reopening scenario. Policymakers should be able to 
look through this, but we will remain on the lookout for signs of sustained price pressure in 2022 and 
beyond, which could prompt earlier and larger rate hikes by central banks than currently anticipated.
From a virus perspective, our main worry is the emergence of a mutation for which existing vaccines 
are ineffective. In geopolitics, we remain concerned about the tensions associated with the rise of 
China; concerns not eased by the recent talks between the superpowers in Alaska. However, the 
new US administration promises a welcome return to a rules-based foreign policy and a different tone 
to the previous administration.
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We are early cycle coming out of a deep 
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Multi-Index DP risk profile Expected 
Fund range volatility band volatility^

5 8.4 – 10.5 10.3

4 6.3 – 8.4 8.0

3 4.2 – 6.3 5.9
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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 2021.

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.

© 2020 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 Future World 
Multi-Index 3 Fund and their analysis has indicated that the fund has 
remained in line with the fund risk profile 3 (as at 31 December 2020). 
^Expected volatility (as at 31 March 2021) as calculated by LGIM using data 
provided by Dynamic Planner.
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*Includes government bond futures used to adjust the regional duration exposure 
in credit funds 
**Implemented through futures

Equities 22.0
L&G Future World ESG Developed Market Equity Index Fund 12.0
L&G Future World ESG UK Equity Index Fund 6.0
L&G Japan Equity ETF 2.5
L&G Emerging Markets Equity Index Fund 1.5

Government Bonds 26.0
Legal & General Global Inflation Linked Bond Index Fund 6.0
Legal & General All Stocks Gilts Index Trust 4.5
US Government Bonds** 3.5
EUR Sustainable Government Bonds 3.0
USD Sustainable Supranational Bonds 3.0
GBP Sustainable Supranational Bonds 2.0
Korean Government Bonds** 1.0
Australian Government Bonds** 1.0
New Zealand Government Bonds 1.0
AUD Sustainable Supranational Bonds 1.0

Credit and EMD 27.5
L&G ESG GBP Corporate Bond Index ETF 8.5
L&G Future World Global Credit Fund* 7.0
Legal & General High Income Trust/L&G Global High Yield Bond Fund 5.0
L&G ESG Emerging Markets Government Bond (USD) Index Fund 4.0
L&G ESG GBP Corporate Bond 0-5 Year Index ETF 2.0
L&G ESG Emerging Markets Govt Bond (Local Currency) Index Fund 1.0

Alternatives 9.5
Legal & General Global Infrastructure Index Fund 4.5
Legal & General Global Real Estate Dividend Index Fund 4.0
Forestry Stocks 1.0

Cash 15.0
Cash 15.0


