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Market review and return drivers
April was a weak month for risk assets, almost across the board, with 
market participants worried about a number of risks including rising 
inflationary pressures, the potential for a slowdown in growth turning 
into a recession, and the threat of further escalation in the conflict in 
Ukraine. Escalating lockdowns in China to battle Covid outbreaks also 
re-energised supply-chain concerns and came with an additional 
negative global growth impact. Central banks are now firmly in 
tightening mode, with markets now pricing rate hikes totalling over 
2.5% in the US, 1.5% in the UK and nearly 1% in the EU by year end.

US equities had a very weak month, with the S&P 500 experiencing its 
worst return since March 2020. This came amid concerns over an 
increasingly likely US recession. The blow, however, was somewhat 
softened for non-US investors given the continued strength of the US 
dollar over the month. Other equity markets were also generally 
negative, with UK equities holding up relatively well given its bias 
towards the energy sector. April was also a weak month for bond 
markets, with yields rising across developed and emerging markets as 
central bankers signalled more and faster rate hikes. This negatively 
impacted investment grade and high yield bonds, whose performance 
was impacted further as spreads widened over the month. 
Commodities were again an outlier, with positive performance in April.

MATR was down -1.72% in April (net of fees), and the fund is back to 
around -2.2% year to date (net of fees). The Risk component was the 
best-performing component during the month, while the Market 
component struggled.

Performance

The Market component was down around -1.3% in April, with 
sovereign bonds and risk assets both selling off over the month. This 
provided a very tough backdrop for emerging market hard currency 
debt, which lost around 0.3%. However, forestry stocks and the more 
idiosyncratic China developer bonds offered helpful diversification, 
with the latter supported by signs of Chinese authorities beginning to 
provide stimulus to the market. 

The Alternative strategies were down c. -0.1% during the month. Most 
strategies performed positively over the month, with multi-asset trend 
again performing the best driven by its long commodities and short 
bond positions. However, the emerging market currency real carry and 
trend strategy was down almost -0.9%, concentrated in the last week 
of April through losses in mainly Latin American currencies, leaving 
the Alternative strategies at a small loss overall.

Source: LGIM. Chart shows bid-to-bid performance since launch date of 19 February 2016 of the L&G Multi-Asset Target Return Fund to 30 April 2022 for the  
I share class, both net and gross of fees, the target return is gross of fees. Past performance is not a guide to future performance.
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Source: Bloomberg, LGIM. For annual performance against the performance objective please see the Key Investor Information Document (KIID). Performance for the 
I Acc unit class in GBP, launched on 19 February 2016. Performance is shown net of fees and charges. All income generated by the investments, after deduction of tax, 
remains in the fund. 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.

12 months to 31 March (%) 2022 2021 2020 2019 2018

L&G Multi-Asset Target Return 1.49 19.78 -9.84 5.53 3.33

Bank of England base rate 0.19 0.10 0.72 0.67 0.35
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Tactical strategies were down c. -0.5% in April, with mixed results 
across asset classes and strategies. The most successful trade was 
the long Australian versus US government bond position as US yields 
rose faster than Australian yields over the month. This was offset by 
the long technology position within equities, which continued to 
suffer as US interest rates rose and earnings results from some of the 
largest technology names disappointed.

The Risk component was up c. 0.3% over the month, with the equity 
protection strategies the main contributor. Given equity markets were 
sharply lower over the month, put option protection and long 
defensive stocks over cyclicals added to performance in the fund.

 

Outlook and changes to fund positioning  
We remain marginally positive on risk assets. This is despite 
bringing forward our baseline view for a US recession to the second 
half of 2023. History shows us that most Federal Reserve tightening 
cycles end in a recession, but near-term growth risks remain low 
given above-trend growth and a strong housing market. Right now, 
we believe we are still in the late part of the economic cycle, when 
equities are more volatile but tend to perform well. The current 
market wobble reflects nervousness around the first rate hike 
combined with the conflict in Ukraine, which has started to fade as 
a significant driver of markets, but we continue to monitor carefully 
for signs of escalation.

We have seen rate hike expectations continually brought forward in 
the US (and across the world), but we still believe that the Federal 
Reserve (Fed) will need to tighten policy faster and further than 
current market expectations. As the economy is less sensitive to 

interest rates than before, more tightening is needed to slow 
demand and control inflation in the medium term. We also believe 
the Fed is not going to be in a position to reverse rate hikes at the 
first sign of weaker growth because inflation will still be well above 
its target. The last three cycles inflation was at or below target 
going into the downturn, so the Fed was able to act much more 
quickly to support the economy.

Within risk assets, we continue to prefer equities to credits, but 
given the significant widening we have seen in investment grade 
credit spreads recently, we are less negative on credits than we 
have been in prior months. If the economic picture progresses as 
we expect, it will likely prompt a shift to a neutral or even cautious 
overall risk position later in the year as equity markets tend to peak 
six to eight months before recessions, which will then be looming 
ever nearer. 

Some of the key changes during the month are as follows: 

•  Within currencies, we went short Brazilian real, pushing against 
strong performance, then closed the position at the end of the 
month. We are negative on Brazilian fundamentals as we 
believe the country is lacking growth, despite a high fiscal 
deficit, which adds to a high debt burden. As most of Brazil’s 
debt is in local currency, currency weakness and higher inflation 
look like a natural way out for Brazil’s high debt levels. Given the 
currency had been very strong so far during 2022 we decided to 
push against that strength, despite the significant negative 
carry, and went short the real. After we put on the trade we then 
started to see weakness in the real and closed the position, 
taking profits.

Current Asset Allocation MATR Performance

*10 year equivalent exposure. Source: LGIM as at 30 April 2022.  
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.

Source: LGIM. Table shows performance since launch date of the 
Multi-Asset Target Return Fund I share class (19 February 2016) to  
30 April 2022, based on bid-to-bid prices, net of fees. Benchmark shown 
is the return of the objective of the fund (Bank of England Base rate + 5% 
p.a.). *Performance from inception (19 February 2016) to 31 December 
2016. 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.
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Key Risks 

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. 

Important information 

This is not a consumer advertisement. It is intended for professional 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, who may or may not have acted upon them. 

Legal & General Investment Management is authorised and regulated by the Financial Conduct Authority. Issued by Legal & General (Unit Trust 
Managers) Limited. This document should not be taken as an invitation to deal in Legal & General investments or any of the stated investments.  

Exchange rate changes may cause the value of any overseas investments to rise or fall. Details of the specific and general risks associated with the 
funds mentioned are contained within the Key Investor Information document for each fund. Legal & General (Unit Trust Managers) Limited. 
Registered in England and Wales No. 1009418. 
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Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM representative

•  We also closed our long Swedish krona versus Norwegian krone
position. We had gone long the Swedish krona at the end of last 
month, primarily on valuation grounds as we saw it as cheap 
relative to the Norwegian krone and we wished to push against 
the Riksbank’s previously dovish rhetoric. The position 
performed well as the Riksbank pivoted from initially stating no 
hikes until 2024 to rate hikes being imminent, and we closed the 
position with healthy profits at the end of the month after the 
Riksbank actually hiked its policy rate.

•  In fixed income, we went long Greek bonds and increased the 
short in Italian bonds. We have seen peripheral spreads widen 
since October last year and Greece has been an underperformer
in those moves relative to Italian bonds. Now that the market is 
focusing on inflation risk, we see the longer Greek debt profile 
makes Greek debt look interesting relative to peers. Given it also 
has a higher carry than Italian bonds, we see this as an 
attractive moment to go long.

•  Finally, we opened a new flattener in US government bonds, by 
buying the 10-year bond and selling the two-year bond. We 
believe the Fed will continue to raise rates to push down inflation
and inflation expectations, but that continuing on that path is 
likely to cause a recession (which will then see interest rates 
fall). We think the Fed will create a focal point of rate rises to 
suppress inflation followed by potential recession and rate 
cutting, which would therefore see curve flattening. We see the 
recent steepening in interest rate curves as a good opportunity 
to add flattening risk.

Overall risk taking, as reflected by the volatility of the fund, was 
stable, remaining at 6.1% as it was at the end of last month..

Update from the Multi-Asset team
We are committed to keeping investors informed of our current 
thinking, which you can read on our new LGIM blog

For further information on any of our multi-asset capabilities, 
please contact your usual LGIM representative or visit lgim.com

https://www.lgimblog.com
http://www.lgim.com



