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Index Fund launch

The Future World Fund
Investing for the world you want to live in

Aiming to provide 
better risk-adjusted 

returns over the long 
term

Responding to climate 
change risk

Influencing change in 
a positive way

The Fund invests using 
an alternatively weighted 
index. This index weights 
constituents according 
to certain ‘factors’ or 
attributes, rather than 
according to their size as 
with a traditional market-
capitalisation index. These 
alternative weights or ‘tilts’ 
provide the potential for 
improved risk-adjusted 
returns.

As the transition to a 
low carbon economy 
continues, companies 
that fail to respond to 
these changes present 
a risk to your portfolio. 
The Fund aims to capture 
this transition by having 
a lower exposure to 
companies with worse-
than-average carbon 
emissions and fossil 
fuel assets, and higher 
exposure to companies 
that generate revenue from 
low carbon opportunities.

The Fund incorporates 
LGIM’s Climate Impact 
Pledge, a targeted  
engagement process 
where we will work directly 
with the companies we 
invest in to bring about 
positive change. We do this 
by encouraging them to 
build strong governance 
practices and  strategies 
that will help them to be 
successful over the long 
term. Companies that don’t 
meet minimum criteria will 
be excluded from the Fund 
if proactive engagement 
does not bring about 
positive change.

EFFECTIVELY MANAGING YOUR 

CLIMATE CHANGE RISK

The Future World Fund tracks an 

index that aims to incorporate the 

long-term transition towards a low 

carbon economy. Climate change 

presents a series of material risks to 

certain companies’ future earnings 

through regulatory restrictions, 

taxes on carbon emissions and 

technological advances that threaten 

incumbent business models.

The Fund’s ‘climate tilt’ is an 

innovative approach to selecting 

investments within specific sectors. 

It reduces exposure to companies 

with worse-than-average carbon 

emissions and fossil fuel assets, 

while increasing exposure to those 

which are successfully generating 

revenue from the green transition.

The Fund has been created to respond 

to our clients’ concerns over the risks 

associated with climate change. It 

also provides an opportunity for 

investors to take advantage of the 

transition to a low carbon economy, 

and finance the future they want to 

live in.

The Future World Fund targets better risk-adjusted equity returns than a traditional 

index strategy. It also incorporates a climate ‘tilt’ to address the investment risks 

associated with climate change. 

FACTOR-BASED TILTS AND THE POTENTIAL FOR BETTER RISK-ADJUSTED 

RETURNS OVER THE LONGER TERM

Academic research* has shown that we can `tilt’ a traditional market 

capitalisation weighted index according to the following four factors, that 

have been selected with the aim of adding value. 

Value: Stocks that are ‘cheap’ or 

trading at a discount to their fair value 

based on company financial data

Low volatility: Stocks that have 

exhibited more stable stock market 

prices over time

Quality: Stocks with strong, 

sustainable returns characterised by 

high profitability and low debt levels

Size: Smaller companies, that have 

historically outperformed larger 

companies

The Future World Fund retains the transparency and cost effectiveness of a 

conventional index fund, but also provides the opportunity to enhance investment 

returns by incorporating these factor tilts. Please note that the factor mix may 

change over time. We ensure that the factors are relevant to the longer-term time 

horizon of investors in the Fund.

* Sources of academic research are available on request. 
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ENGAGEMENT WITH IMPACT TO 

DRIVE LONG-TERM CHANGE

LGIM’s Climate Impact Pledge: 
“To engage with the world’s largest 

companies that are required to 

adapt their business models and 

drive innovation in order to meet 

the global climate change goals. 

LGIM commits to encourage and 

accelerate the transition to a low 

carbon economy for the long-term 

benefit of all companies and their 

investors.”  

How the pledge works: LGIM believes 

that the engagement process should 

have real consequences. Through our 

research, LGIM identifies some of the 

largest companies that are critical to 

the shift to a low-carbon economy, 

and ranks them against criteria such 

as commitment to the low carbon 

transition, board composition, 

strategy and transparency. LGIM 

commits to engage with them to 

improve their ranking and help them 

strive to be the best in their sectors. 

Companies that consistently fail to 

meet our minimum expectations 

will be eventually excluded from 

the Fund. This approach can be a 

powerful tool to drive better company 

behaviour and raise standards across 

the market. 

FUND ADVISORY BOARD

To future-proof the Fund, LGIM 

has appointed an Advisory board 

consisting of both LGIM employees  

and independent members who are 

responsible for:

• Providing informed and expert 

advice to the Fund

• Ensuring the Fund remains 

representative of clients’ needs

• Acknowledging changing 

markets with regards to 

factor-based investing and 

best practices in corporate 

governance

WHY LGIM?

• As the largest manager of 

institutional assets in the UK1, 

LGIM has significant experience 

in index fund management and 

factor-based investing, alongside 

a firm commitment to corporate 

governance issues. 

• Tenth largest asset manager 

worldwide1, with £842 billion of 

assets under management2.

• A leader in index fund 

management: We are one of the 

largest global providers of index 

funds, with over £300bn AUM3. 

• Expertise in factor based investing: 

We run over £25bn3 across 20 

different factor based strategies, 

and have been running funds 

against alternatively-weighted 

indices for over a decade. 

• ESG and corporate governance 

focus: LGIM has shown industry 

leadership on ESG issues. 

We use our scale to influence 

company behaviour on behalf of 

our clients, striving to achieve 

positive financial and societal 

impacts through our investments.  

1. Source: IPE Research 2016

2. Source: LGIM internal data as at 30 
June 2016. These figures include assets 
managed by LGIMA, an SEC Registered 
Investment Advisor. Data includes 
derivative positions.

3. as at 30 June 2016

Important Information 

The value of an investment and any income taken from it is not guaranteed and may down as well as up. 
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. Specific advice should be taken 
when dealing with specific situations. The views expressed here are not necessarily those of Legal & General Investment Management 
Limited and Legal & General Investment Management Limited may or may not have acted upon them. 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. 
© 2016 Legal & General Investment Management Limited. All rights reserved. No part of this publication may be reproduced or transmitted 
in any form or by any means, including photocopying and recording, without the written permission of the publishers. 

Legal & General Investment Management Ltd, One Coleman Street, London, EC2R 5AA 

Authorised and regulated by the Financial Conduct Authority.
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For further information, please visit the website: www.lgim.com/futurefund


