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Introduction 
 
This information sheet is intended to provide an overview of the funds that are available for 
you to invest your AVCs in; further details are available on fund fact sheets which can be 
accessed through the Pension Fund website, the fund code shown is Legal & General’s 
unique code for each investment fund. The information also includes details of the three 
component funds that are within the TfL 2020 Lifestyle strategy.  
 
Risk ratings 
 
Legal & General allocates risk ratings to funds to indicate how much the fund price might 
move compared to other funds. The higher the risk rating, the less stable the fund price is 
likely to be. You can use this to help you decide how much risk you’re comfortable taking with 
your investments. 
 

 
 
Legal & General regularly review risk ratings for funds, and these may change in the future. 
 
Legal & General set ratings based on their experts’ judgement, using data on: 
 

• How the fund price has varied from month to month in the past, compared to other 
funds available 

• How investments in similar asset classes vary from month to month and the investment 
policy of the fund. 

 
Typically, higher risk ratings mean greater potential for investment returns over the longer 
term. But high risk funds are more likely to suddenly fall or rise in value. The risk rating is not 
the only factor you should consider when selecting a fund. If you’re not sure which funds to 
choose, please seek appropriate independent advice. 
 
It’s important to remember that, although these ratings can provide a useful indicator of a 
fund’s current and previous level of risk, they should not be used as a guide to future 
investment performance.  

 
 



 

 

 
What are the charges for investing? 
 
Legal & General apply a charge to members’ investments within the fund range. This is 
known as the fund management charge (FMC) and is shown as an annual rate. It is 
accounted for in the unit price and is reflected in the daily value of the fund. Legal & General 
regularly review FMCs for funds, and these may change in the future. 
 
The FMC consists of the investment management charge (IMC) plus additional expenses 
(AE). It includes investment management fees, fund administration fees, custody/custodian 
fees, auditing and accounting fees, and regulatory charges. 
 
What is the total cost of running my pension? 
 
To calculate the total cost of running a pension plan, known as the total expense ratio or TER, 
you need to add the annual management charge (AMC), which covers Legal & General’s 
administration costs, to the FMC. 
 
The AMC for the TfL Pension Fund AVC policy is 0.14 per cent. 
 
The FMC varies from one fund to another. Details of the FMC for each fund can be found 
below. 
 
What types of funds are available to me? 
 
There are four main asset types that funds can invest in. Some funds may invest in more than 
one of these asset types. These are: 
 

Equities 

 

These are shares in companies.  When a fund manager invests in equities they are taking part-

ownership in the companies concerned. The day-to-day value of the equities invested in will go 

up and down.  The rapid change in the value of equities is often called ‘volatility’.  Although 

equities can demonstrate extreme short-term volatility due to their sensitivity to changes in the 

economy and news about companies and industries, over the long-term they have historically 

given higher returns than other asset classes. However, you should remember that past 

performance is not a guide to the future.  

Bonds and gilts 

These are loans to Governments, companies and other institutions who need to borrow 

money.  Generally speaking they pay a known rate of interest for the term of the loan, but 

their value can still go down as well as up due to changes in general investment market 

conditions and the state of the economy.  Bonds and Gilts offer greater security than equities 

because their price and therefore their value tend to be less volatile (additionally, Gilts have 

the security of being issued and backed by the UK Government).  However, generally greater 

security means a lower investment return and Gilts and bond returns have historically been 

lower than equity returns over the longer-term. However, you should remember that past 

performance is not a guide to the future. 

 



Property 

Property funds invest in portfolios of commercial properties (warehouses, offices and retail 

premises for example).  Although property can demonstrate volatility due to its sensitivity to 

movements in the economy, over the long-term it has historically given returns that have 

outpaced inflation (price changes).  However, the impact of stamp duty on the cost of buying 

and selling properties and the fact that properties can take time, or be difficult, to sell 

(potentially creating ‘liquidity’ issues) means that property funds are generally more suitable 

for longer-term investments. 

Cash 

 

Cash is generally not considered a suitable investment for longer periods of time, because 

historically it has lacked the ability to keep pace with inflation. Cash investments however, can 

provide capital protection over the short term. 

How are the funds managed? 
 
There are two main types of fund management: active and passive. 

Passive management 

The majority of the AVC fund options are passively managed. With passive management, the 

fund manager invests in the same or similar investments as a particular market index (for 

example, the Financial Times Stock Exchange (FTSE) All-Share Index).  The manager aims 

to match the return achieved by the index rather than outperform it. This investment approach 

reduces the risk of funds under-performing.  Charges for this type of management are 

generally lower than for active management. 

Active management 

The manager aims to achieve investment returns which are higher than a particular market 

index or benchmark, as returns depend partly on the skill of the individual manager in 

deciding when to buy, sell or hold onto investments.  The charges for this type of 

management are generally higher than for passively managed funds. 

The AVC fund range available under Legal & General (L&G) 

L&G PMC World (ex UK) Equity Index Fund 3 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

NED3 5 0.12% 0.00% 0.12% 0.14% 0.26% 

Fund type:  Shares of overseas companies 

Fund management:  Passive 

Fund aim:  To track the performance of the FTSE World (excluding UK) Index 
(including re-invested income) to within +/- 0.50% each year for two 
years out of three. 

  

https://literature-lgim.huguenots.co.uk/srp/documents-id/d77cd10d-b44c-47b7-ac18-407eec4b8803/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/d77cd10d-b44c-47b7-ac18-407eec4b8803/Factsheet.pdf


L&G PMC UK Equity Index Fund 3 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

NBC3 5 0.10% 0.00% 0.10% 0.14% 0.24% 

Fund type:  Shares of UK companies 

Fund management:  Passive 

Fund aim:  To track the performance of the FTSE All-Share Index (including re-
invested income) to within +/- 0.25% each year for two years out of 
three. 

L&G All World Equity Index Fund 
 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

B4T3 5 0.12% 0.00% 0.12% 0.14% 0.26% 

Fund type: Shares of UK and overseas companies 

Fund management:  Passive 

Fund aim:  This Fund is invested wholly or predominately in ordinary shares that 
are constituents of the FTSE All-World Index. The objective of the 
Fund is to hold a portfolio of developed and emerging market 
securities designed to match the return of the index within a specified 
tolerance. 

L&G PMC Ethical Global Equity Index Fund 3 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

NEB3 5 0.30% 0.00% 0.30% 0.14% 0.44% 

Fund type:  Shares of UK and overseas companies demonstrating strong 
environmental, social and governance practices 

Fund management:  Passive 

Fund aim:  To track the performance of the FTSE4Good Global Equity Index 
(including re-invested income) to within +/- 0.5% each year for two 
years out of three. 

L&G PMC All Stocks Index Linked Gilts Index Fund 3 
 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

NEL3 5 0.08% 0.00% 0.08% 0.14% 0.22% 

Fund type: Government bonds issued with a long-term repayment period 

Fund management: Passive 

Fund aim: To track the performance of the FTSE A Index-Linked (All Stocks) Index (including 
re-invested income) to within +/- 0.25% each year for two years out of three. 

https://literature-lgim.huguenots.co.uk/srp/documents-id/84a5c903-324a-4d02-bd6c-00f844d6d38c/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/84a5c903-324a-4d02-bd6c-00f844d6d38c/Factsheet.pdf
https://fundcentres.lgim.com/srp/documents-id/4cd1a13e-d64a-4e16-a1df-ceb91b47de9e/FactSheet.pdf
https://fundcentres.lgim.com/srp/documents-id/4cd1a13e-d64a-4e16-a1df-ceb91b47de9e/FactSheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/da7f8458-82ce-4f30-a633-9077947399a8/Factsheet.pdf?_sm_au_=iVV4q0PLNj4FZM26GGK77KH0t11KW
https://literature-lgim.huguenots.co.uk/srp/documents-id/da7f8458-82ce-4f30-a633-9077947399a8/Factsheet.pdf?_sm_au_=iVV4q0PLNj4FZM26GGK77KH0t11KW
https://literature-lgim.huguenots.co.uk/srp/documents-id/56bc5d5e-abb3-4ecd-8b89-fa65da38e99a/Factsheet.pdf?_sm_byp=iVVpfvst44WDNF46
https://literature-lgim.huguenots.co.uk/srp/documents-id/56bc5d5e-abb3-4ecd-8b89-fa65da38e99a/Factsheet.pdf?_sm_byp=iVVpfvst44WDNF46


L&G PMC Diversified Fund G28 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

B9O2 4 0.18% 0.03% 0.21% 0.14% 0.35% 

Fund type:  A wide variety of investments including company shares, Government 
and corporate bonds, private equity, property, currency and 
commodities 

Fund management:  Passive (some Active) 

Fund aim:  To provide long-term investment growth through exposure to a 
diversified range of asset classes. 

L&G PMC HSBC Islamic Global Equity Index Fund 3 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

BB43 4 0.35% 0.00% 0.35% 0.14% 0.49% 

Fund type:  Shares of UK and overseas companies that meet Islamic investment 
principles 

Fund management:  Passive 

Fund aim:  The sub-fund aims to create long term appreciation of capital through 
investment in a diversified portfolio of securities as defined by a 
relevant world index, which meets Islamic investment principles as 
interpreted and laid down by the Shariah Supervisory Committee and 
provided to the Board of Directors. These principles are expressed in 
the section “Investment Policy of the Sub-Funds” of the Full 
Prospectus. The relevant world index against which the performance 
of the Sub-Fund is measured will be indicated in the Company annual 
accounts as well as the over - or underperformance of the Sub-Fund 
compared to the relevant index. 

L&G PMC Pre-Retirement Fund 3 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

NEN3 4 0.12% 0.00% 0.12% 0.14% 0.26% 

Fund type:  Government and corporate bonds issued both in the UK and 
overseas 

Fund Management:  Passive 

Fund aim:  To provide diversified exposure to assets that reflect the broad 
characteristics of investments underlying a typical traditional level 
annuity product. 

  

https://fundcentres.lgim.com/srp/documents-id/0715a0c8-be4d-40b2-a5cf-e2a8c7efc39d/Factsheet.pdf
https://fundcentres.lgim.com/srp/documents-id/0715a0c8-be4d-40b2-a5cf-e2a8c7efc39d/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/78281500-21b2-48e1-8d69-fdfbaef6834a/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/78281500-21b2-48e1-8d69-fdfbaef6834a/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/bad88ba2-cd05-4284-9f0d-90573c0eecc8/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/bad88ba2-cd05-4284-9f0d-90573c0eecc8/Factsheet.pdf


L&G PMC Future World Fund 3 
 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

BJ13 4 0.24% 0.00% 0.24% 0.14% 0.38% 

Fund type: Shares of UK and overseas companies which exhibit characteristics 
that have historically led to higher returns or lower risk than the 
market as a whole and are less carbon-intensive and earn green 
revenues 

Fund management:  Passive 

Fund aim:  To replicate the performance of the Index (the FTSE All-World ex CW 
Climate Balanced Factor Index) and will ensure the Fund has similar 
characteristics as the Index whilst not necessarily holding all the 
constituents of the Index. The anticipated annual tracking error, in 
normal market conditions, relative to the Index is +/-0.60% in two 
years out of three. 

L&G PMC Cash Fund 3 
 

Fund Code Risk Rating IMC AE FMC AMC Total expense ratio 
(FMC + AMC) 

EAB3 1 0.09% 0.00% 0.09% 0.14% 0.23% 

Fund type: Short term money markets investments such as bank deposits and 
Treasury bills 

Fund management:  Active 

Fund aim:  To provide capital protection with growth at short term interest rates. 
The fund invests in the short-term money markets such as bank 
deposits and Treasury Bills.  

Cash fund notes: 

The Cash fund does not invest in any asset types where the capital value can fall, such as 
fixed interest securities. The value of the fund’s assets would only fall if a deposit holder or 
the UK Government were unable to meet their obligations.   

If the interest earned by the Cash fund’s assets is insufficient to cover the fund management 
charge and any additional fund expenses, the unit price will fall. 

Important 
 
The value of investments can fall as well as rise and is not guaranteed – you may get back 
less than you pay in. Please remember that neither the Trustee, TfL nor Legal & General are 
providing financial advice.  
 
If you want to make your own investment decisions, you should speak to a qualified financial 
adviser. You can find one in your local area at unbiased.co.uk. Please note that advisers will 
usually charge for their services. 

https://fundcentres.lgim.com/srp/lit/71Yz3E/Fact-sheet_Future-World-Fund-LG-PMC-Future-World-Fund-3_31-12-2019_UK-WPEmployee_UK-WPAdviser_UK-WPEmployer.pdf
https://fundcentres.lgim.com/srp/lit/71Yz3E/Fact-sheet_Future-World-Fund-LG-PMC-Future-World-Fund-3_31-12-2019_UK-WPEmployee_UK-WPAdviser_UK-WPEmployer.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/4fcf11e8-06bd-4bbd-bae6-e9a13a3ca851/Factsheet.pdf
https://literature-lgim.huguenots.co.uk/srp/documents-id/4fcf11e8-06bd-4bbd-bae6-e9a13a3ca851/Factsheet.pdf
http://www.unbiased.co.uk/
http://www.unbiased.co.uk/

