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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

• Bond yields spike as investors bring growth

expectations forwards…

• …Former President of the European Central Bank, Mario

Draghi, appointed Prime Minister of Italy…

• …Previous losers from the pandemic (e.g. travel &

leisure stocks) outperform previous winners (e.g. tech).

MARKET OVERVIEW

In February, markets began to price in the effects of a stronger

than expected economic recovery. This led to a rise in bond

yields as investors brought forwards their expectations for

central-bank interest-rate increases. In Europe, Mario Draghi

was appointed Prime Minister of Italy and will be looking to

lead the nation through the pandemic and unify its politics. In

the US, negotiations over Joe Biden’s proposed $1.9 trillion

fiscal relief bill stalled, meaning it looks likely the bill will be

approved through the reconciliation process.

Global equities continued to show strong performance over

February as the COVID-19 vaccination rollout continued

apace, before stocks were curtailed by concerns over sharp

increases in bond yields towards the end of the month. US

small-cap equities were once again a standout, boosted by the

ever-increasing likelihood of a large US fiscal stimulus. UK

large-cap equities were also positive over the month; however,

they were bettered by UK mid-cap equities given the negative

impact of a stronger pound on the foreign earnings of the

larger multinationals. Sovereign bonds weakened significantly

over the month as a result of the aforementioned rise in global

bond yields. We saw a boost to commodity prices given the

anticipated surge in consumer demand during the recovery.

FUND PERFORMANCE REVIEW

The Mixed Investment Funds’ returns were mostly negative in

February as we saw weakness across bond markets, with

investors bringing forward global rate-rise expectations. The

funds with more exposure to bonds fared worse than the funds

with more equity exposure.

Over the month, we increased exposure to UK government

bonds, again across all funds, off the back of an increase in

yields. This followed comments from the Bank of England’s

Monetary Policy Committee, which reduced the likelihood of

negative interest rates and – if anything – slightly brought

forward expectations for rate rises.

This revelation also saw us increase our conviction in our ‘UK

pound sterling versus euro’ trade, in the higher-risk funds.

UK BONDS, STERLING

RECENT PORTFOLIO CHANGES

MARKET OUTLOOK

We believe we are in the early stages of the economic cycle, coming out of a deep recession. This has historically been the most

supportive time in the economic cycle for risk assets, and is therefore the main driver for our positive medium-term view on risk assets –

equities in particular, which we favour over credit. There is continued positive news flow on the rollout of COVID-19 vaccines, with the US

and UK vaccinating a significant proportion of their populations and the EU picking up steam. Hospitalisations and deaths have fallen

sharply and are expected to fall to very low levels despite some new cases in younger unvaccinated cohorts.

We now expect the US to pass a further $1.9 trillion fiscal relief bill. This, in addition to the continued ample support from monetary

stimulus, should boost the recovery. Forecasters’ attention will now turn to the months ahead and to the question of just how strong the

recovery will be. Due to the year-on-year nature of inflation measures, we expect a pickup in the coming weeks as a result of the drop in

consumer demand last spring. We also expect a potential boost as a result of supply constraints in a rapid reopening scenario.

Policymakers should be able to look through this, but we will remain on the lookout for signs of overheating which could prompt rate rises.

From a virus perspective, our main worry is the emergence of a mutation for which existing vaccines are ineffective. Any recalibration of

vaccines (including production and distribution) is expected to take six months and would delay the full reopening of economies. In

geopolitics, we remain concerned about the tensions associated with the rise of China; however, the new US administration promises a

welcome return to a rules-based foreign policy and a different tone from the previous administration. In Europe, we believe the EU’s

Recovery Fund is the long-awaited first step in the direction of a fiscal union.

EURO
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LGIM UK DISCLAIMER AND IMPORTANT LEGAL NOTICE

The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment Management

Limited, or by Legal and General Assurance (Pensions Management) Limited and/or their affiliates (‘Legal & General’, ‘we’ or ‘us’).

Such Information is the property and/or confidential information of Legal & General and may not be disclosed by you to any other

person without the prior written consent of Legal & General.

No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the Information, or any

other written or oral information made available in connection with this publication. Any investment advice that we provide to you is

based solely on the limited initial information which you have provided to us. No part of this or any other document or presentation

provided by us shall be deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited

initial advice given relating to professional services will be further discussed and negotiated in order to agree formal investment

guidelines which will form part of written contractual terms between the parties.

Past performance is no guarantee of future results. 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.

The Information has been produced for use by a professional investor and their advisors only. It should not be distributed without

our permission.

The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment

management agreement (as applicable) and these should be read and understood before making any investment decisions. A copy

of the relevant documentation can be obtained from your Client Relationship Manager.

Confidentiality and Limitations:

Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information purposes only and we

are not soliciting any action based on it, and (b) is not a recommendation to buy or sell securities or pursue a particular investment

strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by you should be based

on your own analysis and judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the

fullest extent permitted by law, we exclude all representations, warranties, conditions, undertakings and all other terms of any kind,

implied by statute or common law, with respect to the Information including (without limitation) any representations as to the quality,

suitability, accuracy or completeness of the Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not

consider or reflect all possible future events or conditions relevant to you (for example, market disruption events); and (c) may be

based on assumptions or simplifications that may not be relevant to you.

The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts no liability to

you or any other recipient of the Information for any loss, damage or cost arising from, or in connection with, any use or reliance on

the Information. Without limiting the generality of the foregoing, Legal & General does not accept any liability for any indirect, special

or consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or

otherwise, even if Legal & General has been advised of the possibility of such loss.

Third Party Data:

Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, completeness or reliability of

such Third Party Data and accept no responsibility or liability whatsoever in respect of such Third Party Data.

Publication, Amendments and Updates:

We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was

delivered to you. Legal & General reserves the right to update this document and/or the Information at any time and without notice.

Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance

can be given to you that this document is complete or accurate in the light of information that may become available after its

publication. The Information may not take into account any relevant events, facts or conditions that have occurred after the

publication or printing of this document.

Telephone Recording

As required under applicable laws Legal & General will record all telephone and electronic communications and conversations with

you that result or may result in the undertaking of transactions in financial instruments on your behalf. Such records will be kept for

a period of five years (or up to seven years upon request from the Financial Conduct Authority (or such successor from time to time))

and will be provided to you upon request.

Legal & General Investment Management Limited. Registered in England and Wales No. 02091894. Registered Office: One

Coleman Street, London, EC2R 5AA. Authorised and regulated by the Financial Conduct Authority, No. 119272.

Legal and General Assurance (Pensions Management) Limited. Registered in England and Wales No. 01006112. Registered

Office: One Coleman Street, London, EC2R 5AA. Authorised by the Prudential Regulation Authority and regulated by the Financial

Conduct Authority and the Prudential Regulation Authority, No. 202202.

The LGIM Workplace Savings division on behalf of both Legal and General Assurance Limited. Registered in England and Wales

No. 00166055. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the

Prudential Regulation Authority. As well as Legal & General (Portfolio Management Services) Limited. Registered in England and

Wales No. 02457525. Authorised and regulated by the Financial Conduct Authority, No. 146786. Registered Offices: One Coleman

Street, London, EC2R 5AA.


