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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 

• Market volatility around US election and COVID-19… 

• …weak equity performance in US and Europe… 

• …strong equity performance in emerging markets and 

Asia-Pacific 

MARKET OVERVIEW 

October started promisingly with more steady increases in 

returns for risk assets. This was until the end of the month 

produced several days of sharply falling equity returns as 

countries reintroduced stricter social-distancing measures. In 

Europe, measures were implemented swiftly in order to 

combat the spread of the coronavirus, catching markets off 

guard. Additionally, this US election cycle has been no 

exception to the trend of spiking volatility in the days leading 

up to the result.  

European ex-UK equities were the worst-performing asset 

class in our dataset over the month, with COVID-19 levels 

spiralling beyond control as we go into the winter months 

when people tend to congregate more indoors. UK equities 

also appear to have been impacted by this, maybe slightly 

offset by the fact a Brexit deal looks more promising than 

previously. Perhaps surprisingly, US small-cap equities held 

up relatively well in the final days of October and registered 

strong returns over the month as the polls indicated a higher 

likelihood of a Democratic sweep in the US election, which 

would benefit domestically focused US small-cap companies. 

Less surprisingly, emerging-market equities and Asia-Pacific 

ex-Japan equities performed well. These regions appear to 

have been less affected economically by the virus. 

Investment-grade and government bond markets did not rally 

as expected with the equity selloff, with global yields already 

so low. 

  

 

FUND PERFORMANCE REVIEW 

The Mixed Investment Funds’ returns were negative in 

October as US and European equities experienced a selloff. 

The funds with higher bond exposure fared better than funds 

with more equities.  

In all funds, we removed our exposure to long-dated 

Australian government bonds, except for in the fund with the 

highest risk profile where we maintained a small amount of 

exposure. This followed recent outperformance, which left 

Australian bond yields at levels more comparable with other 

developed nations.  

We sold German government bonds with a medium maturity 

given yields in these bonds are so low as a result of the 

European Central Bank’s asset-purchase programmes.  

At the beginning of  the month, we reduced our exposure to 

US government bonds following the news of President 

Trump’s illness, which caused yields to fall after a flight to 

safety. In the build-up to the election, yields rose again and we 

increased exposure moderately. 

US GOVERNMENT BONDS 

  

RECENT PORTFOLIO CHANGES 

MARKET OUTLOOK 

After the turmoil earlier in the year, markets now paint a rosier picture. However, we are still experiencing market volatility, and a number 

of sectors remain underwater as a result of the impact of COVID-19 on global economies. The recent bout of equity market volatility has 

brought US and European equity markets significantly down from their recent peaks. 

 

We will continue to monitor virus developments and the associated economic consequences. Signs of economic scarring and bankruptcies 

as a result of the virus’s spread are likely to emerge. While we remain concerned about the risk of further waves of COVID-19, there is 

increased optimism around the potential for an effective vaccine by mid-2021 and greater awareness of the effectiveness and potential 

length of lockdowns. We expect the effect of the renewed set of lockdowns in Europe to be temporary and partially countered by greater 

fiscal stimulus. We remain cautiously optimistic on risk assets and, following the recent pullback in equities, we have started a measured 

approach to increasing equity exposure (implemented in early November). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

AUSTRALIAN GOVERNMENT BONDS, SOUTH 

AFRICAN RAND, SOLD EUROPEAN 

GOVERNMENT BONDS 


