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LGIM Global 
Diversified Credit 
SDG Fund
An actively managed, diversified credit 
portfolio aligned with the UN Sustainable 
Development Goals.
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Many pension schemes find themselves struggling to balance paying pensions with achieving the levels of portfolio 
growth required to reach their target funding level for their chosen endgame. We believe that allocating to diversified 
credit can form part of the solution.

Why global 
diversified credit?
Balancing cashflow and growth requirements

By investing across a broader universe and incorporating asset classes such as 
emerging market debt and high yield, in addition to traditional investment grade credit, 
diversified credit can aim for a higher level of expected returns for a marginal increase 
in level of risk, compared to traditional cashflow-driven investing (CDI) portfolios based 
solely on investment-grade credit and gilts. These strategies can also complement CDI 
strategies looking to increase overall yield levels.  

The risk and return profile of the strategy, as shown by the chart below, presents it as a 
potentially attractive option for schemes that would like to de-risk out of equities, but 
without sacrificing return potential.

Due to the contractual nature of fixed income assets, it is generally easier to have 
higher conviction in their long-term returns, in comparison to other growth instruments.

 

Amid the low yields of global sovereign bonds and the tight spreads of investment 
grade credit, we believe that diversifying credit exposure is a logical step for pension 
schemes struggling to achieve their required cashflow and returns needed to pay 
pensions.  

Aims to target higher 
risk-adjusted returns...

...with potentially greater 
certainty of returns...

...and higher levels 
of income.
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Source: LGIM. For illustrative purposes only.

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 features
The LGIM Global Diversified Credit SDG Fund is an actively managed, globally diversified, multi-asset credit fund, aligned 
to the UN Sustainable Development Goals (‘SDGs’). 

The Fund invests in a wide range of higher yielding credit assets, to target a materially higher return than traditional bond 
portfolios with typically significantly lower levels of volatility when compared to other types of growth assets. As a 
benchmarked fund, its investment objective is transparent, and the Fund makes only minimal use of derivatives. 

By targeting both higher returns than standard investment-grade credit, but with greater stability of cashflows compared 
to other growth assets, we believe that global diversified credit could help pension schemes to meet their cashflow 
requirements, and reduce the timeframe for reaching their chosen endgame. 

Objective • Growth and income   
Investing to target higher levels of 
growth and income than traditional 
credit portfolios

• Diversified credit exposure  
Investing across the full global 
opportunity set to access what we 
believe to be the best assets

• Sustainability 
Better UN SDG alignment than the 
benchmark

Performance objective • Outperform the following benchmark by 
0.75% p.a. (over 3yr rolling periods)

• 20% global investment grade, 40% 
global high yield, 40% short duration 
emerging market debt

Investment universe • Global investment grade

• Global high yield

• Emerging market debt

• Securitised
Duration range BM +/- 1yr

Base currency USD (GBP hedged share class available)

 LGIM Global Diversified Credit SDG Fund

Team-based approach
We work together to make 
better decisions

Long-term themes
We start with a connected 
view of the world

Seek out value
We focus on finding pockets 
of real value

Respecting your capital
Risk management underpins 
our process
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• The full range of active credit 
strategies - global, high yield 
and emerging market debt 

• Strong long term track records 
for each underlying strategy

• Diversified long-term exposure 
to higher yielding parts of the 
global credit market

• Specific sustainable 
investment objective using our 
proprietary SDG framework

• Our SDG framework is 
supported by our world-class 
ESG integration capabilities and 
engagement activities

• A measurable improvement of 
the sustainability characteristics 
of the portfolio

• Daily liquidity

• Cashflow generative

• Cost effective and regulated 
fund structure

• A market benchmark, in order 
to improve transparency of 
exposure

• Light-touch from a derivatives 
perspective

Key benefits

Access the best of 
LGIM’s active capabilities1 A new proprietary 

sustainable approach2 Designed with pension-
scheme friendly features3

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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Our investment process
We believe in delivering long-term outcomes for clients through a collaborative and thematic-led investment approach. 
The fund invests in a wide range of diversified fixed income assets managed by teams of experts in those markets, who 
have a proven track record of delivering long term outperformance, and who have been working closely with each other 
over a number of years.

Our rigorously structured, team-based approach to portfolio construction and risk management enables us to combine 
the expertise across our global credit research and investment teams to build strong, sustainable portfolios that aim to 
deliver long-term returns over the benchmark through diversified sources of alpha.

Developed markets
investment grade

0-40%

Emerging market
debt
30-50%

Global high yield
30-50%

Matthew Rees
Head of Global 
Bond Strategies

Uday Patnaik
Head of Emerging 
Market Debt

Martin Reeves
Head of Global 
High Yield
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We aim to generate 
outperformance by allocating 
capital between the three main 
asset classes that the fund can 
invest in:

• Developed market investment 
grade debt

• Emerging market debt

• Global high yield

 
 
 
 
 
We leverage our long-standing 
expertise in credit analysis by 
identifying the issuers that we 
believe offer attractive risk/return 
profiles and that fit our criteria for 
eligibility as per our UN SDG 
alignment framework. 

We also use active sector rotation 
as an additional source of potential 
outperformance.

 
 
 
 
 
Risk management is at the heart of 
our approach. Risk is managed at 
the stock, sector and overall market 
level, as well as through simple, low 
cost hedging strategies. We have a 
proprietary quantitative system 
which allows us to balance risks 
carefully and to have multiple 
sources of return.

We build strong, 
sustainable portfolios 
that can deliver long-term 
returns over the 
benchmark through 
diversified sources of 
alpha.

Risk management Sector and issuer selection Asset allocation 



8

2021  |  LGIM Global Diversified Credit SDG Fund

Why choose the UN SDGs?
Building portfolios with positive impact
The UN SDGs create a ‘blueprint’ for a more sustainable world. They provide a useful structure for measuring the impact 
of investment portfolios on the environment and on society, and they also enable us as a firm to focus our engagement 
efforts on acknowledged themes of importance for companies and governments, and align our activities with other 
significant stakeholders around the world.  

The Sustainable Development Goals consist of 17 goals to be achieved by 2030:

Why a UN SDG alignment framework for an active corporate bond portfolio?

Meeting our clients' 
regulatory and reporting 

requirements - TCFD, 
SFDR, data

Our clients want us to focus on 
impact, in addition to traditional risk 

and return considerations

Early identification of 
long-term trends for our 

investment universe

Capturing meaningful data on the 
social and environmental impact, 

using the UN SDGs as a framework

Regulation

ImpactData

Opportunities

2. Zero hunger

11. Sustainable cities 
and communities

Affordable and 
clean energy

7.

Life on land15.13. Climate action

12. Responsible 
production and 
consumption

4. Quality education

Industry,  
innovation and 
infrastructure

9.

3. Good health and  
well-being

Peace, justice and 
strong institutions

16.

Decent work and 
economic growth

8.

Life below water14.

10. Reduced 
inequalities

17. Partnerships for 
the goals

Clean water and 
sanitation

6.5. Gender equality

1. No poverty

Source: UN as at 2021
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How do we align the Fund 
with the UN SDGs?
We integrate our SDG analysis directly into the fund management process. We have created a proprietary framework to 
score companies on each of the SDGs using a -1 to +1 scale. If we deem a company to be negatively aligned on any of the 
SDGs, it will score -1 and will be excluded from a portfolio. The reverse is true with positively aligned companies, which 
would score +1 and to which we would look to have an increased exposure. In our SDG portfolios, we measure the overall 
alignment of the fund versus the benchmark and seek to achieve higher overall alignment to SDGs. 

We have set a high bar for inclusion in our portfolio. A negative score will override any positive scores and will result in the 
company being excluded rather than being scored neutral or positive overall. 

Sovereigns are treated slightly differently to companies. We exclude sovereigns and government-related companies from 
countries which have poor credentials in human rights, and in girls' and women's rights particularly.

• Analysing revenue streams for UN SDG 
alignment 

• Screening for involvement in 
controversial products

Sustainable products 
Revenue streams aligned to one or more 
SDGs, e.g. ≥5% of revenues generated 
from renewable electricity generation

Controversial products
Revenue exposure to controversial 
product categories, e.g. any revenues 
generated from tobacco

-1 +10

-1 +10

• Analysing revenue streams for UN 
SDG alignment 

• Screening for involvement in 
controversial practices

Sustainable practices

e.g. ≥50% of raw materials used are made 
of recycled or re-used material

Controversial practices - diversity

e.g. zero women on the board; zero 
female executives; zero women in senior 
management

-1 +10
Controversial practices - incidents 
of UNGC* violation and severe 
controversies  
 The involvement in severe scandals 

results in a -1 score or caps the overall 
score at 0 (prevents the company from 
being considered positively aligned)

-1 +10

-1 +10

Products Practices Insights and  
engagement

Our fixed income, equity 
and stewardship experts 
engage with companies 
to drive positive change. 

In our assessment of SDG 
alignment, we identify 
companies contributing 
to solutions for 
environmental or societal 
challenges that may not 
be captured through data.

A company’s willingness 
to engage and improve its 
products and practices 
also factors in our overall 
SDG assessment.

*UNGC = UN Global 
Compact

Source: UN as at 2021
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Our active management 
capabilities offer investors 
access to a wide variety of 
different strategies across 
global fixed income and 
global equities, 
corresponding to the full 
range of client needs.
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Active strategies at LGIM
Our active management capabilities offer investors access to a wide variety of different strategies across global fixed 
income and global equities, corresponding to the full range of client needs.

Resource and scale 
Our significant size enables us to employ 
extensive investment management 
resources (across strategy, analysis, 
trading, portfolio management and risk), 
and gives us superior access to 
counterparty liquidity. 

Investment approach 
We combine the high-quality inputs from 
our macroeconomic and credit 
strategists with detailed fundamental 
analysis to identify investment themes. 
By using a theme-based approach, 
portfolios are balanced, diversified and 
forward-looking.  

Risk-focused portfolio construction 
Fundamental analysis of individual 
securities reduces the risk of portfolios 
suffering from significant credit 
deterioration. We consider overall 
portfolio risk, in addition to the risk 
allocated to different markets, sectors 
and issuers. 

Creating a better future through 
responsible investing 
We harness the power of responsible 
investing to effect positive change. We 
believe responsible investing is essential 
to mitigate risks, unearth investment 
opportunities and strengthen long-term 
returns.

A fixed income range built to suit the diverse needs of our clients

Global fixed income

AUM £80bn
Liability aware credit & cash solutions

AUM £110bn

• De-risking expertise

• UK pensions 

• Annuity solutions 

• Cash solutions

• Market beta

• Investment grade 
credit

• Global high yield

• Emerging market debt

• Benchmark agnostic     

• Absolute return bonds

• Special situations 
credit

Benchmark plus Unconstrained Buy & maintain, annuity and cash

£190bn
AUM

70+
investment  

professionals
16 years

average 
experience

Global  
team

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 as at June 2021.
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Important information 
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. 
This document is designed for the use of professional investors and their advisers. No responsibility can be accepted by Legal & General Investment 
Management Limited or contributors as a result of information contained in this publication. Nothing in this document should be construed as advice and 
it is therefore not a recommendation to buy or sell investments. If in doubt about the suitability of this product, you should seek professional advice. 

There are no guarantees that objectives will be achieved. This document should not be taken as an invitation to deal in Legal & General investments or any 
of the stated stock markets. 

We may have to delay acting on your instructions to sell or the price at which you cancel the Units may be lower than you anticipated. 

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. This document may not be used for the purposes of an offer or solicitation to anyone in any jurisdiction in which such offer or 
solicitation is not authorised or to any person to whom it is unlawful to make such offer or solicitation. 

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. To ensure quality of service and for the protection of all parties, telephone calls may be recorded.

© 2021 Legal & General Investment Management. All rights reserved. No part of this document may be reproduced in whole or in part without the prior written 
consent of Legal & General Investment Management.

D002500

Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM representative

https://www.lgim.com/uk/en/insights/podcast/
https://www.lgim.com/
https://twitter.com/LGIM
https://www.lgimblog.com/
https://www.youtube.com/channel/UCUmfV6VjfydEykC6QzXNPSQ
https://www.linkedin.com/company/legal-&-general-investment-management/



