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The Return of Bond Income

The investment opportunity for DB and DC investors

FOR PROFESSIONAL CLIENTS ONLY.
CAPITAL AT RISK. PLEASE READ THE RISK WARNINGS.
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Two pension challenges, a common set of needs

Common requirements:

DB schemes
Focused on generating reliable cashflows help to meet 

pension obligations, with bond income playing a key role 
alongside LDI assets while maintaining liquidity and 
flexibility as funding and endgame objectives evolve.

DC schemes
Focused on delivering long-term returns and sustainable 
retirement income, with bond income helping to diversify 
growth assets, reduce volatility and sequencing risk, and 

adapt to members' changing needs through accumulation 
and retirement.

Income Diversification Liquidity Capital 
preservation

Source: L&G as of 31 August 2026
The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor may get back less than the original amount invested. 
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Income is back in fixed income
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Source: L&G. Bloomberg, as at the 31 August 2026 
Past performance is not a guide to the future. 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. It should be noted that diversification is no guarantee against a loss in a declining market.

Higher yields can provide a better starting point for total returns
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Global diversification is key amid shifting global norms

Source: L&G. Bloomberg, as at the 19 February 2026 
Past performance is not a guide to the future. 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. It should be noted that diversification is no guarantee against a loss in a declining market.

And large hyperscaler capex reshaping global credit markets
15.5% of IG debt is tied to AI, making it in a sense the biggest ‘sector’ in 
US IG Credit market
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Rising concentration risk in the AI era

Source: L&G, Bloomberg, as of 31 August 2026.
Assumptions, opinions, and estimates are provided for illustrative purposes only. There is no guarantee that any forecasts made will come to pass. This is for information purposes only and we are not soliciting any 
action based on it. For illustrative purposes only. Reference to a particular security is on a historic basis and does not mean that the security is currently held or will be held within an L&G 
portfolio. The above information does not constitute a recommendation to buy or sell any security.

We believe passive investors face increasing concentration risk. Unconstrained strategies 
can actively manage concentration risk and capitalise on relative value opportunities.
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Issuer Weight

JPMorgan Chase 1.43%

Morgan Stanley 1.39%

Bank of America 1.35%

Goldman Sachs 1.11%

Wells Fargo 0.97%

HSBC Holdings 0.96%

Citigroup 0.93%

Verizon 0.84%

AT&T 0.80%

Oracle 0.78%

Issuer Weight

Amazon 2.6%

Alphabet 2.2%

Meta 1.8%

JPMorgan Chase 1.5%

Microsoft 1.4%

Morgan Stanley 1.4%

Bank of America 1.4%

Goldman Sachs 1.3%

Oracle 1.2%

HSBC Holdings 1.1%

Top 10 issuers in the global IG bond market (2026) 2030 forecast: Top 10 issuers following the rise of 
hyperscaler issuance
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Active management matters

Source: L&G, Bloomberg 31 August 2026. BDC index proxy: Morgan Stanley IG BDC 5Yr Basket, US hyperscaler index proxy: Morgan Stanley Liquid Hyperscaler Basket.
Assumptions, opinions, and estimates are provided for illustrative purposes only. There is no guarantee that any forecasts made will come to pass. The value of an investment and any income taken 
from it is not guaranteed and can go down as well as up, and the investor may get back less than the original amount invested.

Particularly when broader spreads are tight
Active adjustments to hyperscaler exposure YTD Increased exposure to US BDCs given attractive valuations

0.0

50.0

100.0

150.0

200.0

250.0

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

Jan 2026 Feb 2026Mar 2026 Apr 2026 May
2026

Jun 2026 Jul 2026 Aug
2026

Relative Spread 
(bps)

Fund Exposure 
(%)

BDC exposure (%) - LHS BDC Spread versus US Credit Index (bps) - RHS

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

Jan 2026 Feb 2026 Mar 2026 Apr 2026 May 2026 Jun 2026 Jul 2026 Aug 2026

Relative Spread 
(bps)

Fund Exposure (%)

Hyperscaler exposure (%) - LHS Hyperscaler Spread versus US Credit Index (bps) - RHS

D
01

32
42

https://lgim.seismic.com/Link/Content/DCQpGXpFWg2f2GQVJXF7Tq84bjf8


IAPF SPRING CONFERENCE 2023 IAPF Summer Conference 2023Sli.Do #iapf23IAPF Investment Conference Join Q&A and Poll at slido.com   #iapf1oct

Active Duration Management is important

Source: CPI ranges and inflation expectations based on swap curves sourced from Bloomberg, as at 19 August 2026, and 26 May 2026. 
Assumptions, opinions, and estimates are provided for illustrative purposes only. There is no guarantee that any forecasts made will come to pass. 
The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor may get back less than the original amount invested.

Correlation dynamics are shifting amid increased inflation volatility
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Targeting low duration assets with attractive yield

Source: L&G as at 31 August 2026
*Hard currency
Past performance is not a guide to the future. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor may get back less than the 
original amount invested.

Current yields versus current spreads compared to start of 2026
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A wider opportunity set, managed with discipline

Source: L&G as of 31 August 2026. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor may get back less 
than the original amount invested. Risk management cannot fully eliminate the risk of investment loss.

Return-seeking exposure
• Leveraging L&G’s expertise in managing credit assets
• Global allocation across geographies, sector, and issuer
• Optimisation process to select higher coupon bonds

1

Seeking to minimize downside risks
• Complete risk management toolbox
• Targeting capital preservation
• Seeking volatility reduction in down markets, whilst securing faster recoveries

2

Alpha-seeking strategies
• Income-neutral strategies
• Low cross-correlation versus core income assets
• Long-term sources of capital appreciation

3
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Flexible by Design: 
Potential Outcomes Across Market Conditions

Source: L&G. Bloomberg, as at the 31 August 2026. Performance assumptions made for the Global Unconstrained Bond Plus Stategy. 
Past performance is not a guide to the future. 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. It 
should be noted that diversification is no guarantee against a loss in a declining market. Assumptions, opinions, and estimates are provided for illustrative purposes only. There is no guarantee that 
any forecasts made will come to pass.
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Appendix
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Global strategies aim to suit investors needs

Source: L&G as at 31 August 2026. 1 Team assets includes pooled fund assets and segregated accounts. 2 Morningstar ratings based on institutional share class, as at 31 August 2026.
For illustrative purposes only. Past performance is not a guide to the future. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor may get 
back less than the original amount invested.

Fixed income strategies aim to offer an attractive alternative to cash

Return target Cash SONIA +1.5% SOFR +3.5% Income generation

Rating constraints AAA Max 15% non-IG Max 35% non-IG Max 50% non-IG

Key duration constraints 0 years; Max 60 days +/-1 year +/-5 years 0-10 years

Inception - 2011 2013 2025

AUM managed under 
strategy1 - US$ 3.0 billion US$ 1.2 billion US$ 1.4 billion

Morningstar rating2 -   -

Liquidity

• Capital stability and same 
day access to cash

• Diversified pool of assets

Global 
Unconstrained 
Bond

• Quality-focused global 
bond approach

• Active duration 
management 

Global Income 
Bond

• Target high income 
payout

• Global and flexible core 
fixed income offering 

• Active duration 
management

Time 
horizon
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Global 
Unconstrained 
Bond Plus

• Unconstrained strategy 
capturing credit premia 
from a highly diversified 
global opportunity set

• Active duration 
management
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L&G
L&G UK Disclaimer and important legal notice
Key Risks
The value of an investment and any income taken from it is not guaranteed and can go 
down as well as up, and the investor may get back less than the original amount 
invested. Past performance is not a guide to future performance.
Important Information
The information in this document is for professional investors and their advisers only.   This 
document is for information purposes only and we are not soliciting any action based on it.  The 
information in this document is not an offer or recommendation to buy or sell securities or pursue a 
particular investment strategy and it does not constitute investment, legal or tax advice.  Any 
investment decisions taken by you should be based on your own analysis and judgment (and/or 
that of your professional advisers) and not in reliance on us or the Information.
This document does not explain all of the risks involved in investing in the investment strategy and 
are not final.  No decision to invest in the investment strategy should be made without first speaking 
to the Client Relationship Manager.
This document has been prepared by Legal & General Investment Management Limited and/or its 
affiliates (“LGIM”- or “L&G”, “we” or “us”) . The information in this document is the property and/or 
confidential information of L&G and may not be reproduced in whole or in part or distributed or 
disclosed by you to any other person without the prior written consent of L&G.  Not for distribution 
to any person resident in any jurisdiction where such distribution would be contrary to local law or 
regulation.
No party shall have any right of action against L&G in relation to the accuracy or completeness of 
the information in this document.  The information and views expressed in this document are 
believed to be accurate and complete as at the date of publication, but they should not be relied 
upon and may be subject to change without notice. We are under no obligation to update or 

amend the information in this document.  Where this document contains third-party data, we 
cannot guarantee the accuracy, completeness or reliability of such data and we accept no 
responsibility or liability whatsoever in respect of such data.
This financial promotion is issued by Legal & General Investment Management Limited.

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.
LGIM Real Assets (Operator) Limited. Registered in England and Wales, No. 05522016. Registered 
Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the Financial Conduct 
Authority, No. 447041. Please note that while LGIM Real Assets (Operator) Limited is regulated by 
the Financial Conduct Authority, it may conduct certain activities that are unregulated.
Legal & General (Unit Trust Managers) Limited. Registered in England and Wales No. 01009418. 
Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the 
Financial Conduct Authority, No. 119273.
© 2026 Legal & General Investment Management Limited, authorised and regulated by the 
Financial Conduct Authority, No. 119272. Registered in England and Wales No. 02091894 with 
registered office at One Coleman Street, London, EC2R 5AA.

Source: L&G, global AUM as at 31 December 2025. Excludes assets managed by 
associates (Pemberton, NTR, BTR). The AUM includes the value of securities and 
derivatives positions and may not total due to rounding.
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Legal & General Investment Management
LGIM Europe Disclaimer and important legal notice(1/2)

Key Risks
The value of an investment and any income taken from it is not guaranteed and can go down as 
well as up, and the investor may get back less than the original amount invested. Past performance 
is not a guide to future performance.
Important Information
The information in this document is for professional investors and their advisers only.  This 
document is for information purposes only and we are not soliciting any action based on it.  The 
information in this document is not an offer or recommendation to buy or sell securities or pursue a 
particular investment strategy and it does not constitute investment, legal or tax advice.  Any 
investment decisions taken by you should be based on your own analysis and judgment (and/or 
that of your professional advisers) and not in reliance on us or the Information.
This document does not explain all of the risks involved in investing in the investment strategy and 
are not final.  No decision to invest in the investment strategy should be made without first 
speaking to the Client Relationship Manager.
This document has been prepared by Legal & General Investment Management Limited and/or its 
affiliates (“LGIM”- or “L&G”, “we” or “us”) . The information in this document is the property and/or 
confidential information of L&G and may not be reproduced in whole or in part or distributed or 
disclosed by you to any other person without the prior written consent of Legal & General.  Not for 
distribution to any person resident in any jurisdiction where such distribution would be contrary to 
local law or regulation.
No party shall have any right of action against L&G in relation to the accuracy or completeness of 
the information in this document.  The information and views expressed in this document are 
believed to be accurate and complete as at the date of publication, but they should not be relied 
upon and may be subject to change without notice. We are under no obligation to update or 
amend the information in this document.  Where this document contains third-party data, we 
cannot guarantee the accuracy, completeness or reliability of such data and we accept no 
responsibility or liability whatsoever in respect of such data.
This financial promotion is issued by Legal & General Investment Management Limited.

For Qualified Investors in Switzerland: This information provided herein does not constitute an 
offer of the Funds in Switzerland pursuant to the Swiss Federal Law on Financial Services ("FinSA") 
and its implementing ordinance. This is solely an advertisement pursuant to FinSA and its 
implementing ordinance for the Funds.
In the European Economic Area, this document is issued by LGIM Managers (Europe) Limited, 
authorised and regulated by the Central Bank of Ireland as a UCITS management company 
(pursuant to European Communities (Undertakings for Collective Investment in Transferable 
Securities) Regulations, 2011 (as amended) and as an alternative investment fund manager 
(pursuant to the European Union (Alternative Investment Fund Managers) Regulations 2013 (as 
amended). LGIM Managers (Europe) Limited’s registered office is at 70 Sir John Rogerson’s Quay, 
Dublin, 2, Ireland and it is registered with the Irish Companies Registration Office under company 
no. 609677.
LGIM Managers (Europe) Limited operates a branch network in the European Economic Area, which 
is subject to supervision by the Central Bank of Ireland. In Italy, the branch office of LGIM 
Managers (Europe) Limited is subject to limited supervision by the Commissione Nazionale per le 
società e la Borsa (“CONSOB”) and is registered with Banca d’Italia (no. 23978.0) with registered 
office at Piazza della Repubblica 3, 20121 - Milano (Companies’ Register no. MI - 2557936). In 
Sweden, the branch office of LGIM Managers (Europe) Limited is subject to limited supervision by 
the Swedish Financial Supervisory Authority (“SFSA”). In Germany, the branch office of LGIM 
Managers (Europe) Limited is subject to limited supervision by the German Federal Financial 
Supervisory Authority (“BaFin”). In the Netherlands, the branch office of LGIM Managers (Europe) 
Limited is subject to limited supervision by the Dutch Authority for the Financial Markets (“AFM“) 
and it is included in the register held by the AFM and registered with the trade register of the 
Chamber of Commerce under number 74481231. Details about the full extent of our relevant 
authorisations and permissions are available from us upon request.
Source: L&G, global AUM as at 31 December 2025. Excludes assets managed by associates (Pemberton, 
NTR, BTR). The AUM includes the value of securities and derivatives positions and may not total due to 
rounding.
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