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What's the story?
The second quarter of 2022 was particularly challenging for investors, continuing a weak start to 
the year, as central banks became increasingly determined to rein in inflation, prompting growing 
recessionary fears. In the US, we saw two rate hikes over the quarter, ending with an almost 
unprecedented 0.75% raise, leaving the headline rate at 1.75%. The Bank of England also raised rates 
twice over the quarter, in 0.25% increments, to 1.25%, its highest in 13 years. Meanwhile, the European 
Central Bank is set for a 25bps hike in July and has strongly signposted a 50bps raise in September.
Global equities had a tough quarter, with US equities notably weak given their bias towards mega cap 
tech stocks (which have shown high sensitivity to interest rate rises). Elsewhere, developed market 
sovereign bonds were weak due to the increasingly aggressive hiking path from central banks. 
Meanwhile, emerging market debt in hard currency suffered, partly due to US dollar strength. After a 
strong run since the start of 2021, commodities softened (ignoring currency effects) given growing 
recessionary pressures.

Performance (%)
12 months to 30 June  2022  2021  2020  2019  2018

Fund ‑7.31 10.85 2.13 5.96 2.78

Source: Lipper, LGIM as at 30 June 2022. Total Return net of tax and charges. C‑Class GBP 
Accumulation. Past performance is not a guide to the future. 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.

Fund review
The fund delivered a negative return over the quarter, with notable areas of weakness including 
exposure to US equities and UK sovereign and corporate bonds.
We increased our exposure to Australian bonds whilst reducing exposure to US bonds. We were 
already positive on Australian bonds as we believed that market pricing was not fully reflecting the fact 
that the Australian economy appears unable to cope with as aggressive an interest rate risking path as 
some of its peers. We have recently seen signs of this with movement in housing market data before 
and after the rate hike from the Royal Bank of Australia. We have therefore increased conviction in this 
trade.
We reduced exposure to Japanese equities. We had a long‑held positive view as we believed there was 
potential for improvement in corporate governance practices in Japan and the capacity for domestic 
investors to reallocate large cash positions into assets such as equities. However, our assessment of 
the likelihood of these factors taking hold over the medium term has reduced and so, following recent 
strength in Japanese equities, we decided to reduce our exposure to a more neutral level.
We also reduced our exposure to the Japanese yen. We had held an increased allocation to the 
currency due to some weakness and negative newsflow, which we saw as a contrarian indicator. 
However, with the Bank of Japan continuing its unlimited buying of bonds seemingly ad infinitum, we 
decided to remove the position.

Outlook
We expect the next six months to remain challenging for investors, while providing some opportunities 
for active asset allocation. Even though the outlook remains shrouded in uncertainty, we expect central 
banks to enforce an aggressive set of rate hikes through the remainder of the year, even though higher 
prices are already stunting economic growth as consumer confidence sinks. A US recession in the 
second half of 2023 is now our base‑line view.
In the near term, we still see enough momentum in the economy, backed by a high level of savings, 
to stave off an immediate slump. Setbacks in markets are not uncommon around the start of a rate‑
hiking cycle, which on this occasion has also coincided with negative idiosyncratic events – not least 
Russia’s invasion of Ukraine. The declines have prompted tumbling valuations and a sharp drop in 
investor sentiment; a fair amount of bad news has already been priced into markets, in our view.
Against this backdrop, we remain slightly positive on equities and have started to decrease our 
underweight in corporate bonds. However, the scope for significant gains looks limited until there is 
clear evidence of inflation cooling and recessionary risks subsiding. We see our positioning in equities 
as more tactical – willing to buy into further market weakness, as we have recently done – but also 
ready to dial down our stance should the prospects of a recession grow. We expect such signs to 
emerge around the turn of the year.
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CORE VIEW ON RISK ASSETS
Slightly positive
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Economic cycle
Baseline recession view for 2023. Central 

banks single-minded about inflation
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Valuations
Relative valuations remain attractive and 

absolute valuations fair
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Systemic risk
Significant negative news and uncertainty 

has been priced into markets

 

   

 
 



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 per‑
sons. 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.
© 2022 Legal & General Investment Management. All rights reserved. No part of this document may be reproduced in whole or in part without the prior writ‑
ten consent of Legal & General Investment Management.
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Contact us
0345 070 8584 www.lgim.com/multi-indexfundsales@lgim.com

Charges may vary

For Professional Clients

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 Multi‑Index 4 Fund and their 
analysis has indicated that the fund has remained in line with the fund 
risk profile 4 (as at 31 March 2022). 
^Expected volatility (as at 30 June 2022) as calculated by LGIM using 
data provided by Dynamic Planner.

Multi-Index	 DP	risk	profile	 Expected 
Fund range volatility band volatility^

7 12.6 – 14.7 14.2

6 10.5 – 12.6 12.1

5 8.4 – 10.5 10.0

4 6.3 – 8.4 7.9

3 4.2 – 6.3 5.7
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Target asset allocation breakdown
All data source LGIM unless otherwise stated. Totals may not sum due to rounding. As at 30 June 2022.

Higher
risk

Lower
risk

*Implemented through futures 
**Includes direct bonds

Equities 37.0
Legal & General UK Index Trust 8.0

Legal & General US Index Trust 7.3

Legal & General European Index Trust 4.8

Legal & General Japan Index Trust 4.5

Legal & General Global EM Index Fund 3.8

Legal & General Pacific Index Trust 2.3

Legal & General UK Mid Cap Index Fund 2.0

Russell 2000 Index* 2.0

L&G Frontier Markets Equity Fund 1.0

L&G Artificial Intelligence ETF 1.0

NASDAQ 100 Index* 0.5

Alternatives 10.5
Legal & General Global Infra Index Fund 3.3

Legal & General Global Real Estate Div Index Fund 2.5

Legal & General UK Property Fund 2.0

L&G Commodity Index Fund 1.0

Forestry Stocks 1.0

L&G Clean Water ETF/Clean Energy ETF 0.8

Cash 8.5
Cash 8.5

Credit and EMD 23.5
Legal & General Sterling Corp Bond Index Fund 7.0

LGIM Global Corporate Bond Fund 5.0

Legal & General Active Global HY Bond Fund 3.0

L&G EM Govt Bond (USD) Index Fund 3.0

Legal & General Short Duration Corp Bond Fund 3.0

L&G EM Govt Bond (Local Currency) Index Fund 2.0

L&G EM Short Duration Bond Fund 0.5

Government Bonds 20.5
Legal & General All Stocks Gilts Index Trust 7.0

Legal & General Global IL Bond Index Fund** 4.5

US Treasuries* 4.5

Australian Government Bonds* 2.5

L&G Euro Treasury Bond Index Fund 1.0

New Zealand Government Bonds 1.0


