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Investment Objective and Policy 
The Fund aims to produce a high level of income consistent with   
long-term preservation of capital in Sterling terms. It is intended 
that the Fund will predominantly invest in interest-bearing 
securities issued by governments, other public issuers and 
companies worldwide. 

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

Fund Facts 
Period End Dates for Distributions: 15 of each month, 15 Oct (Final) 

Distribution Dates: 13 of each month, 13 Nov (Final) 

Ongoing Charges Figures: 15 Apr 17 15 Oct 16  

A-Class 1.36% 1.39% 
R-Class 1.41% 1.41% 
I-Class 0.42% 0.42% 
F-Class 0.66% 0.66% 

The Ongoing Charges Figure (OCF) is the ratio of the Fund’s total 
discloseable 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. 
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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 Fund’s risk and reward 
category in the future.  

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

• This Fund 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 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. 

Distribution Information 
A-Class 
The distribution payable on 13 May 2017 is 0.2338p per unit for 
distribution units and 0.4164p per unit for accumulation units. 

R-Class 
The distribution payable on 13 May 2017 is 0.2291p per unit for 
distribution units and 0.4080p per unit for accumulation units. 

I-Class 
The distribution payable on 13 May 2017 is 0.3014p per unit for 
distribution units and 0.5562p per unit for accumulation units. 

F-Class 
The distribution payable on 13 May 2017 is 0.2843p per unit for 
distribution units and 0.5192p 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)  

A-Class 
Distribution Units 116,680,210 114,886,328 101.56 
Accumulation Units 243,289,817 134,110,753 181.41 

R-Class 
Distribution Units 55,503,118 54,650,986 101.56 
Accumulation Units 68,623,298 37,837,539 181.36 

I-Class 
Distribution Units 45,987,408 45,208,028 101.72 
Accumulation Units 56,545,300 30,034,559 188.27 

F-Class 
Distribution Units 68,962 67,765 101.77 
Accumulation Units 1,171 627 186.76 

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 
 15 April 2017 15 October 2016 

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

 
 
 
 
 
 
 
 

  

Legal & General  
High Income Trust 6.00% 
BG Energy Capital  
Floating Rate  
Open Maturity 1.82% 
South Eastern Power  
Networks 6.375%  
12/11/2031 1.23% 
Juneau Investments  
5.9% 22/02/2021 1.22% 
 
GlaxoSmithKline Capital  
5.25% 19/12/2033 1.21% 
Thames Water Utilities  
Floating Rate  
13/09/2030 1.17% 
EDF 6.25% 30/05/2028 1.13% 
NGG Finance  
5.625% 18/06/2073 1.09% 
NWEN Finance  
5.875% 21/06/2021 1.09% 
 
Heathrow Funding  
6% 20/03/2020 1.08% 

Legal & General  
High Income Trust 6.22% 
BG Energy Capital  
Floating Rate 
Open Maturity 1.83% 
South Eastern Power 
Networks 6.375%  
12/11/2031 1.25% 
Juneau Investments  
5.9% 22/02/2021 1.25% 
Thames Water Utilities  
Floating Rate  
13/09/2030 1.19% 
 
NWEN Finance  
5.875% 21/06/2021 1.14% 
EDF 6.25% 30/05/2028 1.13% 
NGG Finance  
5.625% 18/06/2073 1.11% 
BAA Funding  
6% 20/03/2020 1.10% 
Western Power  
Distribution 5.25%  
17/01/2023 1.03% 
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Fund Holdings as at 15 April 2017 

 
Fund Holdings as at 15 October 2016 
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Manager’s Investment Report  
During the period under review, the price of the Fund’s A-Class 
accumulation units rose by 1.56%. 
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  
Government bond markets struggled to make headway over the 
review period as investors began to discount an end to the low 
growth, low inflation environment that has prevailed since the 
global financial crisis, resulting in higher interest rates.  However, 
corporate bonds delivered positive returns over the review period. 
Credit spreads (the difference in yield between corporate bonds and 
government bonds from the same region) fell notably over the 
review period, which was more than enough to offset the negative 
effect of higher underlying interest rates.  

The spotlight fell on central bank action. As expected, the US 
Federal Reserve raised interest rates in December 2016, although 
their decision to raise rates again in March 2017 surprised some 
investors. In Europe, following Italy’s change of PM after Matteo 
Renzi’s defeat in the constitutional reform referendum, the 
European Central Bank announced a future reduction in the 
monthly bond repurchase total, but extended the buying timeframe 
until at least the end of 2017. In the UK, the Bank of England 
made no changes to policy over the review period, although 
consumer price inflation rose to its highest level in over two years 
following the sharp fall in the value of Sterling during the summer 
of 2016. 
Fund Review  
The Fund delivered positive returns over the review period. 
Although being short interest rate risk (duration) compared to the 
broader Sterling credit markets helped to underpin performance 
during the market sell-off in the first half of the period, this stance 
caused the portfolio to lag the broader Sterling credit markets 
slightly during the rally in early 2017. 

The portfolio deliberately runs a shorter duration than the wider 
corporate bond market given its dual objectives of delivering a 3% 
distribution yield and maintaining capital over the medium term. 
We believe that the potential for higher interest rates remains the 
key risk in managing the portfolio’s medium-term capital 
preservation objective.  

We therefore continued to take duration risk out of the Fund, 
decreasing it to just over four years by the end of March. Although 
we are not forecasting an imminent bond market sell-off, we are 
conscious of how far yields have fallen and the scope for them to 
rise, albeit temporarily. We achieved this reduction in duration  
  



 

7 

Manager’s Investment Report continued 
through a combination of sales of longer-dated corporate bonds 
and gilt futures. 
Outlook 
Looking ahead, our short-term outlook for Sterling credit 
valuations remains negative. We believe that the prospect of 
President Trump's fiscal stimulus will continue to disappoint. 
However, this could be met with a less hawkish stance from the US 
Federal Reserve in a bid to calm investors, keep equity markets 
elevated and not tighten credit conditions excessively. Technical 
conditions in the Sterling credit market could deteriorate with the 
Bank of England’s corporate bond purchase scheme coming to an 
end; this could exacerbate the recent drift wider in spreads.  

Elsewhere, French elections still pose a material risk in our view, 
although it is possible that markets once again will overcome this if 
discussions over a possible tapering of bond purchases by the 
European Central Bank are removed from the table. From a  
longer-term perspective, we believe that high initial valuations, 
over-indebtedness and a mature business cycle are all likely to prove 
barriers to sustained asset price growth. As a result, we prefer to 
retain unemployed capital in the portfolio in anticipation of better 
future opportunities. 

 
Legal & General Investment Management Limited 
(Investment Adviser) 
21 April 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 Fund 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 Fund 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. 

Significant Changes  
Gross Distribution Payments 
We'd like to make you aware of an HM Revenue & Customs 
ruling which became effective from 6 April 2017. Where interest 
distributions were previously paid net, we are required to start 
paying all interest distributions on a gross basis, starting with the 
13 April 2017 distribution payment. Prior to 6 April 2017, 
interest distributions were paid to clients after the deduction of 
20% income tax, unless the client has completed a gross 
declaration form. From 6 April 2017, we will not deduct tax on 
any interest distributions and all payments will be made gross.     

It will become your responsibility to make any declarations to 
HM Revenue & Customs. If you are in any doubt as to your 
taxation position, please consult a professional adviser. 
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Minimum Investment Amounts 
The minimum initial lump sum investment amounts for each 
class are as follows:  

A-Class   £20 
R-Class   £20 
I-Class   £1,000,000 
F-Class*   £500 

Regular monthly investments are only available to Unitholders 
already investing into a regular investment plan. Monthly 
investments can be made with a minimum amount of £20 per 
month into the A – Class, R-Class and F-Class only. 

*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 Fund 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 Fund 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 Fund can 
be obtained by telephoning 0370 050 0955 or by writing to the 
Manager. 

Call charges will vary. We may record and monitor calls. 
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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 
SIF0517 


