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Important notice 

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 

authorised and regulated by the Financial Conduct Authority and is the Investment Adviser to the Legal & General Mixed 

Investment 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. Mixed Investment 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. 

THE HEADLINES 

• Markets continued on the upward trend… 

• …while ‘Brexit’ got pushed further out … 

• …and the effects of China’s stimulus measures started 

to materialise   

 

MARKET OVERVIEW 

Equities continued to surge ahead in April, with the S&P 500 

hitting a new all-time high. This was underpinned by an 

extension of the economic cycle, the result of more 

sustainable growth, and benign inflation. In addition, the 

earnings season in the US has been broadly supportive, news 

flow about the US-China trade war has been consistently one-

sided, pointing towards a deal. A soft landing for the US 

economy appears much more likely than it did in January, with 

the US Federal Reserve adopting a more dovish tone. In 

China, a bumper credit stimulus has seen activity indicators 

stabilise. The market is waiting to see whether a genuine 

growth pick-up will emerge.  

Developed market equities led the pack during April and were 

up between 2 and 5% (in local currency terms). Europe ex UK 

equities and US equities were the top performers, as the US 

posted good first quarterly earnings results. Global high yield 

bonds and investment grade credit had a solid, if 

unremarkable month, particularly in the context of negative 

returns from US Treasuries and German bunds. In the UK, 

gilts struggled on the back of stronger data. A renewed 

extension to the UK’s membership of the European Union, and 

ongoing cross-party talks saw fears of a crash exit dissipate.  

 

 

 

FUND PERFORMANCE REVIEW 

All of the Mixed Investment Funds delivered a positive return 

in April, with the higher risk funds out performing the lower risk 

funds.  

Given that developed market equities were the stand-out 

performers on an outright basis, they were also the largest 

contributor to the funds’ positive performance. In particular, 

our overweight to European continental equities provided a 

healthy boost to return as they led the pack.   

After the recent outperformance, we have also seen the first 

signs of downbeat sentiment towards Europe starting to 

normalise. With that in mind, we have closed our long-

standing regional preference for continental European stocks, 

and will be reverting to a more neutral regional equity 

positioning.  

There were few detractors from performance this month, with 

UK corporate bonds being the largest in most funds, and 

followed by a mild negative return from global REITs.  

US EQUITIES  

EUROPEAN EQUITIES 

RECENT PORTFOLIO CHANGES 

MARKET OUTLOOK 

After spectacular returns over the first quarter, what’s left on the table for investors? A lengthening economic cycle and the scaling 

down of immediate credit risks are driving a brighter medium-term outlook for equities. With the Fed loosening its monetary stance 

once again, we think that the economic cycle is likely to grow longer yet. This is bullish, in our view, as it gives space for markets to 

go back to more mid-cycle dynamics – where investors tend to buy equities on the dip, instead of selling the rallies. 

 

We believe credit risks over the coming year are less imminent. There are still severe warning signs over credit creation in China. 

But we struggle to identify a disaster catalyst, given the economy’s fiscal space, the decent loan-to-deposit ratios within its banking 

sector and its limited dependence on foreign investors. We believe the country has managed to stabilise its deleveraging process for 

now – and expect capital flight to subside or even reverse. A rebound in Chinese economic activity is likely, pepping up the outlook 

for global growth over 2019. 

 

However, political risk remains a worry, given rising populism, income inequality and the Thucydides trap in which the US and China 

find themselves locked – with no sign of fundamental improvement – as well as fractures in Europe.  

Despite these risks, given our more constructive view on the economic cycle, monetary policy and China, we have moved to positive 

on our medium term view to bring it in line with our bullish tactical view. In practice this means we are inclined to buy market dips 

should they occur. We acknowledge we will need to remain dynamic where we can as most of the positive equity returns we 

anticipated for 2019 have already been chalked up in less than a quarter.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


