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Manager's Investment Report

empty

Investment Objective and Policy
The objective of  the Fund is to provide growth in excess of  the FTSE World Europe 
ex UK TR Net Index, the “Benchmark Index”. The Fund aims to outperform the 
Benchmark Index by 4% per annum before the deduction of  charges and measured 
over rolling three year periods.

The Fund is actively managed and seeks to achieve this objective by investing at least 
90% in shares of  companies that the Investment Manager considers to offer sustainable 
investment opportunities through their contribution towards the United Nations 
Sustainable Development Goals (“UN SDGs”), have strong growth prospects and are 
incorporated, listed, headquartered or have their principal business activities in Europe, 
excluding the UK.

The Investment Manager conducts stock-specific analysis, both prior to making an 
investment and on an on-going basis to assess a company’s contribution to the UN 
SDGs and environmental, social and governance (“ESG”) profile.

The Investment Manager will invest in companies that it considers contribute to one 
or more of  the UN SDGs. To assess a company’s contribution to the UN SDGs the 
Investment Manager makes a qualitative assessment, taking into consideration the 
positive and negative impact that a company has from its products, solutions and/
or services and business practices. The Fund may invest across all of  the UN SDGs 
and the overall contribution to each of  the UN SDGs may vary based on available 
investment opportunities.

The Investment Manager will also take into consideration a company’s ESG profile 
as part of  its active assessment. To assess a company’s ESG profile, the Investment 
Manager will use its proprietary ESG research tool. The ESG research tool incorporates 
quantitative inputs including the Investment Manager’s proprietary ESG scores and data 
from third parties. The ESG score is one component in the overall active assessment 
of  a company. The Investment Manager will build on the ESG score by making a 
qualitative assessment to determine whether it believes a company can maintain or 
positively improve its ESG profile. This qualitative assessment includes insights from 
company analysis and the Investment Manager’s engagement with companies.

The Investment Manager will take into consideration a company’s current and future 
trajectory of  carbon emission intensity in the overall ESG profile of  a company. This 
is achieved by measuring the carbon emission intensity for each company in the Fund 
using a third party data source and considering the overall carbon emission intensity of  
the Fund relative to the Benchmark Index.

The Investment Manager will actively invest in companies that it believes will maintain 
or improve their ESG profiles. If, during the life of  an investment, a company’s ESG 
profile declines, taking into consideration factors such as the ESG score and qualitative 
assessment, the Investment Manager may actively engage with that company.

The Investment Manager may actively engage with companies on specific ESG issues 
and to drive improvement in a company’s ESG profile. The Investment Manager may 
formulate an engagement strategy with regards to an ESG issue and will track and 
review the progress of  the company during the process. This active engagement may be 
conducted by the Investment Manager and/or in collaboration with industry peers and 
broader stakeholders.

If, following a reasonable timeframe, engagement does not result in an improvement 
in the ESG issues identified, then the Investment Manager may disinvest from that 
company.
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In addition, the Fund will not actively invest in companies:

                I. in accordance with the Investment Manager’s climate impact pledge (the 
“Climate Impact Pledge”). A summary of  the Climate Impact Pledge is available at: 
http://www.lgim.com/cip;

                II. in accordance with the L&G Future World Protection List in order to 
encourage strong governance and sustainable strategies. A summary of  the L&G Future 
World Protection List Methodology is available at: 
https://documentlibrary.lgim.com/documentlibrary/literature.
html?cid=74448&lib=55074; and

                III. which derive any revenue from nuclear weapons, firearms, gambling or 
more than 5% of  their revenues from the production of  tobacco or alcohol.

The Investment Manager will disinvest in a timely manner from companies which 
subsequently become part of  the above exclusion list following investment.

The Fund’s portfolio is concentrated. Over a market cycle (typically 3 to 5 years), 
the Fund will comprise on average 20 to 50 companies and therefore ‘focused’ when 
compared to a broad investment universe.

The Fund may also invest in other shares (including of  UK companies), collective 
investment schemes (including those managed or operated by the Manager or an 
affiliate of  the Manager), other transferable securities (including participatory notes, 
preference shares, permitted deposits, warrants and convertible bonds), cash and near 
cash, and money market instruments (such as Treasury bills).

The Fund may only hold derivatives for the purpose of  Efficient Portfolio 
Management.

Manager's Investment Report
During the period under review, the published price of  the Fund’s R-Class accumulation 
units increased by 5.61%. This compares to a rise, in Sterling terms, on a total return 
basis, in the Benchmark Index of  12.57% (Source: Bloomberg).

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.

The FTSE World Europe (excluding UK) Index is calculated by FTSE International 
Limited (“FTSE”). FTSE does not sponsor, endorse or promote this product.

All copyright in the Index values and constituent list belongs to FTSE. 
Legal & General has obtained full license from FTSE to use such copyright in the 
creation of this product. 

“FTSETM”, “FT-SE®” and “Footsie®” are trademarks of the London Stock Exchange 
Plc and The Financial Times Limited and are used by FTSE International Limited 
(“FTSE’) under license. 

Market/Economic Review
Over the past six months, inflationary pressures and tighter monetary policy have 
increasingly dominated the thoughts of  market participants. Fears of  an economic 
slowdown are now at the forefront of  the minds of  investors and, with signs that 
inflation has peaked in a number of  developed markets, there is now even talk of  when 

Manager's Investment Report continued
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central banks might start cutting rates.

In the US, the Federal Reserve (Fed) went faster and further; having hiked in four 
successive 75 basis-point increments to end up at between 3.75% and 4% in November, 
it slowed its pace of  rises with a 50 basis-point jump in December. Indeed, investors 
now expect the Fed to lift rates to around 5.10% in 2023. US annualised consumer price 
inflation sits at 7.10%, having been as high as 9.10% in July, a 40-year high. 

Softening inflation numbers have raised hopes that the pace of  interest rate hikes by 
the Fed might slow somewhat. However, while the pace of  hikes might slow, the Fed 
warned that the terminal rate could prove to be higher than anticipated.

In Europe, having held off  tightening monetary policy for as long as it could, in July 
the European Central Bank (ECB) lifted rates by 50 basis points to 0%, after eight years 
in negative territory, and in September and October it hiked by a combined 1.50%. It 
followed up with another 50 basis-point hike in December, with at least another two of  
that size expected in February and March 2023. Eurozone inflation fell for the first time 
in 17 months, rising at an annualised rate of  10% in November, down from 10.60% in 
October.

The days of  widespread central-bank asset purchasing look numbered, with the Bank 
of  Japan seemingly the last bastion of  such a policy, and even it intervened late in the 
period to allow the 10-year government bond greater yield move freedom. However, 
halfway through the period the first (and last) ‘mini budget’ of  UK Chancellor Kwasi 
Kwarteng’s tenure prompted gilt yields to rise and Sterling to fall to its lowest level 
versus the US Dollar in almost 40 years. 

Global equity markets rose over the six months despite soaring inflation, heightened 
rate-rise expectations and recessionary fears coming to the fore. Having fallen in the 
first three months of  the period, they rebounded strongly late on.

US equities edged into positive territory, albeit underperforming the global average. 
Against the backdrop of  rising Treasury yields, a result of  increasing expectations of  
inflation (and an increase in interest rates), S&P 500 returns painted a mixed picture; 
energy was once again the top performer, while basic materials, healthcare, consumer 
staples and financials all did well and ended the period in positive territory. The rest lost 
ground over the period, with real estate and communication services bringing up the 
rear. 

UK equities finished the six-month period in positive territory, ahead of  the global 
average. At the sector level, basic material, energy and technology were the standout 
positives, while telecoms and real estate struggled notably over the period.

European equity markets rose strongly over the six months, outperforming the global 
average. It was a very solid showing across the board, led by general industrials, 
travel and leisure, banks and energy. Only three sectors lost ground over the period – 
consumer staples, real estate and, by some distance the weakest performer, telecoms.

Asia Pacific equity markets lost ground over the past six months, underperforming 
global equities. China’s ongoing commitment to a ‘zero COVID’ policy weighed heavy 
on its equity market over the reporting period, while the country also grappled with a 
struggling property sector and general economic growth concerns. However, Chinese 
equities rallied late in the period as Beijing announced an easing of  its pandemic 
restrictions, seen as indication of  an end to its ‘zero-COVID’ approach, along with a 
raft of  support measures for its struggling property sector. 

That said, the Chinese market still lost significant ground over the period as a whole, 
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dragging down the performance of  both Asia Pacific and emerging markets. Elsewhere, 
India did well over the six months, making strong gains, while Brazil also ended the 
period in the black, outperforming the global average.

Fund Review
The Fund underperformed its Benchmark Index, driven primarily by ongoing style 
rotation out of  structural ‘growth’ equities in favour of  more cyclical ‘value’ stocks, 
which typically outperform in a rising yield environment. The higher rate environment 
negatively impacted our technology sector overweight position. At the same time, 
financials, where we are underweight, have benefitted from the rising rate environment. 
Furthermore, the Russia-Ukraine crisis caused significant disruption to energy markets, 
further exacerbating inflationary pressures and the central banks need to hike interest 
rates. As a result, our oil & gas underweight has also hurt performance. 

Our stock selection within the industrial sector negatively contributed to performance. 
Alfen, a smart grid and EV charge point manufacturer posted strong quarterly results, 
but there was disappointment that FY2022 guidance was not raised. We also saw poor 
performance from aerostructures supplier Montana Aerospace on renewed concerns 
over higher input costs and deterioration in the macroeconomic environment. 

Our trading activity picked up over the past six months. We sold out of  Friedrich 
Vorwerk, Varta and Unifiedpost Group. These were replaced by the chronic care 
medical consumables company Coloplast, which in our view offers a resilient organic 
growth and attractive margin profile. We also added the hearing aid retailer Amplifon, 
which is gradually consolidating a fragmented market. 

We initiated a position in Alcon, the ophthalmology medtech specialist, which again 
offers resilient organic growth with plenty of  scope for margin improvement. We took 
advantage of  recent share price strength to sell out of  Vestas, which was replaced by 
SES-imagotag, the market leader in Electronic Shelf  Labelling solutions for retailers. 
SES-imagotag’s solutions reduce operating costs for retailers and help to mitigate labour 
shortages. Finally, we also added Edenred, an employee-benefits focused payments 
company.

Outlook
It is worth noting that Fund performance improved at the end of  2022 as investors 
became more optimistic that inflation and interest rates may be nearing a peak. As 
these headwinds potentially abate, we suspect investor attention will shift away from 
rates’ impact on valuations, with more scrutiny placed on the quality and resilience 
of  business models. We continue to position the Fund in relatively defensive sectors 
and where we see a structural underpin to growth (ageing demographics, industrial 
automation, energy efficiency, onshoring). Our focus remains on identifying high-
quality companies with resilient earnings profiles and strong balance sheets.

Legal & General Investment Management Limited
(Investment Adviser) 
17 February 2023
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Important Note from the Manager
Since January 2020, global financial markets have been affected by the COVID-19 
pandemic. Whilst causing major uncertainty within markets and disrupting businesses, 
as well as everyday life, the success of  vaccination rollout programs around the globe 
has seen markets stabilise and a degree of  normality return. As lockdown measures in 
major economies are relaxed, we are cognisant of  an upturn in infection rates and the 
potential for restrictions and volatility to return. As such, the Manager is monitoring the 
situation on an on-going basis.

In response to recent events in Eastern Europe, the Manager is closely monitoring 
financial markets and any potential liquidity and volatility risks which may have an 
impact on the Fund.

Legal & General (Unit Trust Managers) Limited
December 2022

Manager's Investment Report continued
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Authorised Status
This Fund is an Authorised Unit Trust Scheme as defined in section 243 of  the 
Financial Services and Markets Act 2000 and is a UCITS Retail Scheme within the 
meaning of  the FCA Collective Investment Schemes sourcebook.

Directors’ Statement
We hereby certify that this Manager's Report has been prepared in accordance with the 
requirements of  the FCA Collective Investment Schemes sourcebook.

      
A. J. C. Craven     L. W. Toms
(Director)     (Director)

      
Legal & General (Unit Trust Managers) Limited
23 March 2023
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Portfolio Statement as at 28 January 2023
All investments are in ordinary shares unless otherwise stated. The percentages in 
brackets show the equivalent holdings at 28 July 2022.

  

Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

Test
CONTINENTAL EUROPE 
— 95.39% (94.31%) Test Test
Austria — 2.04% (1.94%) 

25,998 PIERER Mobility 1,802,324 2.04

Belgium — 6.39% (7.05%) 
548 Lotus Bakeries 2,838,885 3.21

92,856 Umicore 2,813,528 3.18

5,652,413 6.39

Denmark — 6.76% (5.29%) 
27,180 Coloplast 2,614,279 2.96
30,010 Novo Nordisk 3,363,064 3.80

5,977,343 6.76

Finland — 3.04% (3.04%) 
67,282 Neste 2,687,806 3.04

France — 14.85% (13.09%) 
44,825 Edenred 1,962,185 2.22
18,055 EssilorLuxottica 2,634,486 2.98
16,070 Schneider Electric 2,087,323 2.36
20,316 SES-imagotag 2,058,461 2.33
19,798 SOITEC 2,432,594 2.75

8,770 Teleperformance 1,954,601 2.21

13,129,650 14.85

Germany — 16.84% (20.74%) 
79,681 Infineon Technologies 2,363,166 2.67
57,610 Mercedes-Benz Group 3,501,795 3.96
29,278 Puma 1,547,633 1.75
22,495 Siemens 2,855,780 3.23
54,430 Siemens Healthineers 2,330,935 2.63
59,410 Zalando 2,295,998 2.60

14,895,307 16.84

Italy — 4.57% (2.05%) 
89,715 Amplifon 2,021,605 2.28

167,404 Intercos 2,023,040 2.29

4,044,645 4.57

Luxembourg — 2.55% (1.65%) 
285,360 InPost 2,252,325 2.55

Netherlands — 19.94% (23.41%) 
2,367 Adyen 2,811,335 3.18

21,480 Alfen 1,574,489 1.78
9,143 ASML 4,962,451 5.61

24,487 Koninklijke DSM 2,519,843 2.85
325,289 NX Filtration 3,158,570 3.57
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Holding/ 
Nominal 

Value Investment

Market 
Value 

£

% of 
Net 

Assets

TestNetherlands — (cont.) Test Test
126,945 Universal Music Group 2,604,848 2.95

17,631,536 19.94

Spain — 4.15% (5.52%) 
60,579 Cellnex Telecom 1,903,205 2.15

120,354 Fluidra 1,772,017 2.00

3,675,222 4.15

Sweden — 0.00% (1.28%) 

Switzerland — 14.26% (9.25%) 
30,135 Alcon 1,802,299 2.04

114,485 Aluflexpack 1,814,110 2.05
37,945 Logitech International 1,807,801 2.04

150,135 Montana Aerospace 2,321,117 2.62
11,263 Sika 2,587,245 2.93

131,765 UBS Group 2,277,895 2.58

12,610,467 14.26

NORTH AMERICA — 0.00% (1.23%) 
Cayman Islands — 0.00% (1.23%) 

Portfolio of investments1 84,359,038 95.39

Net other assets 4,072,331 4.61

Total net assets £88,431,369 100.00%

1 All investments are admitted to an official stock exchange unless otherwise stated.

Total purchases for the period: £17,134,238.

Total sales for the period: £36,111,795.
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Statement of Total Return
for the period ended 28 January 2023

28/01/23 28/01/22 

£ £ £ £

Income

Net capital gains/
(losses)    4,924,521    (29,079,276)

Revenue    306,541    154,125

Expenses    (214,077)    (388,964)

Interest payable  
and similar charges    (1,413)    (4,576)

Net revenue/(expense)  
before taxation    91,051    (239,415)

Taxation    (22,093)    (13,210)

Net revenue/(expense)  
after taxation for the period    68,958    (252,625)

Total return  
before distributions    4,993,479    (29,331,901)

Distributions    (13,023)    (88)

Change in net assets  
attributable to Unitholders  
from investment activities    £4,980,456    £(29,331,989)

Statement of Change in Net Assets attributable to  
Unitholders for the period ended 28 January 2023

28/01/23 28/01/22
£ £ £ £

Opening net assets  
attributable to Unitholders    103,044,872    151,648,055

Amounts received on  
issue of units    424,918    44,018,993

Amounts paid on  
cancellation of units    (20,018,877)    (47,336,887)

   (19,593,959)    (3,317,894)

Change in net assets  
attributable to Unitholders 
from investment activities    4,980,456    (29,331,989)

Closing net assets  
attributable to Unitholders    £88,431,369    £118,998,172

The difference between the opening net assets and the comparative closing net assets is 
the movement in the second half  of  the year.
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Balance Sheet as at 28 January 2023

28/01/23 28/07/22
£ £

ASSETS

Fixed assets:

Investments    84,359,038    98,445,597

Current assets:

Debtors    246,678    1,109,648

Cash and bank 
balances    6,182,037    6,549,873

Total assets    90,787,753    106,105,118

LIABILITIES

Creditors:

Bank overdrafts    (2,243,330)    (1,785,323)

Distributions payable    —    (2,528)

Other creditors    (113,054)    (1,272,395)

Total liabilities    (2,356,384)    (3,060,246)

Net assets attributable  
to Unitholders    £88,431,369    £103,044,872
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  1.   Statement of Compliance
The Financial Statements have been prepared in compliance with UK Financial 
Reporting Standard 102 (FRS 102) and in accordance with the Statement of  
Recommended Practice for UK Authorised Funds issued by the Investment 
Association in May 2014 (2014 SORP) and amended in 2017. 

  2.   Accounting Policies
The accounting policies applied are consistent with the most recent annual 
Financial Statements.

  (a) Basis of Preparation
The Financial Statements have been prepared on a going concern basis, under 
the historical cost convention as modified by the revaluation of  certain financial 
assets and liabilities measured at fair value through profit or loss. In making this 
assessment, and in response to COVID-19, the Manager has considered, amongst 
other things, factors such as Fund size, cash flows through the Fund and Fund 
liquidity in its assessment of  the Fund’s ability to meet its liabilities as they fall 
due for at least the twelve month period from the date the financial statements 
are signed. Based on this assessment, the Manager deems the basis of  preparation 
appropriate.
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Fund Information

Net Asset Values and Units in Issue

Class
Net Asset 
Value (£) Units in Issue

Net Asset 
Value per 

Unit (p)
R-Class test
Distribution Units 6,937,602 1,507,126 460.32
Accumulation Units 1,493,869 294,988 506.42
F-Class test
Accumulation Units 1,173 220 533.18
I-Class test
Distribution Units 3,266,982 683,674 477.86
Accumulation Units 32,038,201 5,804,217 551.98
C-Class test
Distribution Units 1,052 2,000 52.60
Accumulation Units 20,966 39,107 53.61
L-Class test
Accumulation Units 44,671,524 75,472,151 59.19

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.

Ongoing Charges Figures

28 Jan 23 28 Jul 22
R-Class test 1.46% 1.46%
F-Class test 1.06% 1.06%
I-Class test 0.81% 0.81%
C-Class test 0.60% 0.60%
L-Class test 0.07% 0.08%

The Ongoing Charges Figure (OCF) is the ratio of  the Fund's total disclosable costs 
(excluding overdraft interest) 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.

Distribution Information
The policy is to distribute, on an annual basis, all available revenue, after deduction of  
those expenses which are chargeable in calculating the distribution. This being the case, 
there is no interim distribution.
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Risk and Reward Profile

1 2 3 4 5 6 7

Lower risk Higher risk

Potentially lower rewards Potentially higher rewards

• The Risk and Reward Indicator table demonstrates where the Fund ranks in terms 
of  its potential risk and reward. The higher the rank the greater the potential 
reward but the greater the risk of  losing money. It is not guaranteed to remain the 
same and may change over time. It is based on historical data and may not be a 
reliable indication of  the future risk profile of  the Fund. The shaded area in the 
table above shows the Fund’s ranking on the Risk and Reward Indicator.

• The Fund is in category six because it invests in company shares which are 
sensitive to variations in the stock market. The value of  company shares can 
change substantially over short periods of  time. Company shares are generally 
considered to be higher risk investments than bonds or cash. 

• Even a fund in the lowest category is not a risk free investment.
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Constitution
Launch date: 9 September 1985

Period end date for distribution: 28 July

Distribution date: 28 September

Minimum initial lump sum 
investment: R-Class £100

I-Class £1,000,000
C-Class* £20,000,000
L-Class** £100,000

Minimum monthly contributions: R-Class £20
I-Class N/A
C-Class* N/A
L-Class** N/A

Valuation point: 12 noon

Fund Management Fees: R-Class Annual 1.46% 
F-Class*** Annual 1.06%
I-Class Annual 0.81%
C-Class* Annual 0.60%
L-Class** 0.07% 

Initial charges: Nil for all existing unit classes

* Class C units are available to certain eligible investors who meet the criteria for 
investment in such units as outlined in the share class policy of  the Manager, 
which is available to investors in the C-Class upon request. Where investors in 
the C-Class no longer continue to meet the criteria for investment in such units, 
further investment in such units may not be permitted.

** Class L units are only available to other Legal & General funds and/or companies 
which have entered into agreement with the Manager or an affiliate of  the 
Manager.

*** Class F units are closed to new subscriptions.

Pricing and Dealing
The prices are published on the internet at  
www.legalandgeneral.com/investments/funds/prices-and-reports/daily-fund-prices 
immediately after they become available.

Dealing in units takes place on a forward pricing basis, from 9:00am to 5:00pm, Monday 
to Friday.

Buying and Selling Units
Units may be bought on any business day from the Manager or through a financial 
adviser by completing an application form or on the internet at  
www.legalandgeneral.com. Units may normally be sold back to the Manager on any 
business day at the bid price calculated at the following valuation point.
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ISA Status 
This Fund may be held within this tax advantaged savings arrangement. The favourable 
tax treatment of  ISAs may not be maintained. For full written information, please 
contact your usual financial adviser or ring 0370 050 0955.

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

Prospectus and Manager’s Reports 
Copies of  the Prospectus and the most recent annual or interim reports are available 
free of  charge by telephoning 0370 050 0955 or by writing to the Manager.

Do you have difficulty in reading information in print because of  a disability? If  so, we 
can help. We are able to produce information for our clients in large print and braille. If  
you would like to discuss your particular requirements, please contact us on
0370 050 0955.

Notifiable Change
Prospectus Update
With effect from 15 March 2023, the Prospectus was updated for the following:

To introduce wording to allow for the compulsory conversion or cancellation of  units 
and to clarify the circumstances in which redemptions, conversions or cancellations may 
be carried out.

To introduce revised wording confirming the Fund may not be offered or sold to in the 
United States of  America or held by U.S. Persons and that the compulsory redemption 
provisions as set out in the Prospectus will apply accordingly to any such U.S. Person.

To introduce wording to reflect the treatment of  unclaimed distributions and client 
money.
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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

Directors of the Manager
M. M. Ammon
A. D. Clare* 
E. Cowhey*
A. J. C. Craven
D. J. Hosie*
R. R. Mason
L. W. Toms

*Non-executive Director

Secretary
J. McCarthy 
One Coleman Street,
London EC2R 5AA

Registrar
Legal & General (Unit Trust Managers) Limited
Brunel House,
2 Fitzalan Road,
Cardiff  CF24 0EB
Authorised and regulated by the Financial Conduct Authority

Dealing: 0370 050 0956
Enquiries: 0370 050 0955
Registration: 0370 050 0955
Call charges will vary. We may record and monitor calls.

Trustee 
Northern Trust Investor Services Limited
Trustee and Depositary Services
50 Bank Street,
Canary Wharf,
London E14 5NT

Authorised and regulated by the Financial Conduct Authority

Independent Auditor
KPMG LLP 
15 Canada Square,
London E14 5GL
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Investment Adviser
Legal & General Investment Management Limited
One Coleman Street,
London EC2R 5AA
Authorised and regulated by the Financial Conduct Authority
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