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The Authorised Corporate Director (ACD) of M&G
Investment Funds (11) presents its interim report and
unaudited financial statements for the six months
ended 31 October 2022.

The unaudited financial statements of M&G Investment
Funds (11) and the investment report and unaudited
financial statements and notes of each sub-fund are
presented in their individual sections of this report as
set out in the contents page.

Please note that we have included an explanation of key
investment terminology in the ‘Glossary’ (at the back of
this report).

Company information
M&G Investment Funds (11) is an umbrella Open-Ended
Investment Company (OEIC) and contains two
sub-funds, hereinafter referred to as ‘funds’ in the rest
of this report. The Company is a non-UCITS Retail
Scheme (NURS) and, for the purposes of the AIFMD,
qualifies as an alternative investment fund (AIF), as
defined in the Collective Investment Schemes
sourcebook, as issued (and amended) by the Financial
Conduct Authority (FCA). This OEIC is an Investment
Company with Variable Capital (ICVC) incorporated
under the Open-Ended Investment Companies
Regulations 2001. It is authorised and regulated by the
FCA under the Financial Services and Markets Act
2000.

The Company was authorised on 1 October 2010, the
M&G Episode Income Fund was launched on
11 November 2010 and the M&G Global Target Return
Fund was launched on 13 December 2016.

The Company’s principal activity is to carry on business
as an OEIC. The Company is structured as an umbrella
company, and different funds may be established by
the ACD from time to time with the agreement of the
Depositary and approval from the FCA. The funds are
operated separately and the assets of each fund are
managed in accordance with the investment objective
and policy applicable to that fund.

As at 31 October 2022, none of the funds held shares of
the other funds within this OEIC.

A shareholder is not liable for the debts of the Company
and will never be liable to make any further payment to
the Company after paying the purchase price of the
shares.

Fund managers
The following fund managers are employed by M&G FA
Limited which is an associate of M&G Securities
Limited.

M&G Episode Income Fund
Steven Andrew

M&G Global Target Return Fund
Tristan Hanson

ACD
M&G Securities Limited,
10 Fenchurch Avenue, London EC3M 5AG, UK
Telephone: 0800 390 390 (UK only)
(Authorised and regulated by the Financial Conduct
Authority. M&G Securities Limited is a member of the
Investment Association and of the Investing and Saving
Alliance)

Directors of the ACD
N J Brooks, C Dobson (non executive director),
S A Fitzgerald, P R Jelfs,
M McGrade (non executive director), L J Mumford

Investment manager
M&G Investment Management Limited,
10 Fenchurch Avenue, London EC3M 5AG, UK
Telephone: +44 (0)20 7626 4588
(Authorised and regulated by the Financial Conduct
Authority)

Registrar
SS&C Financial Services Europe Ltd,
SS&C House, St. Nicholas Lane, Basildon, Essex
SS15 5FS, UK
(Authorised and regulated by the Financial Conduct
Authority)
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Depositary
NatWest Trustee & Depositary Services Limited,
House A, Floor 0, 175 Glasgow Road, Gogarburn,
Edinburgh EH12 1HQ, UK
(Authorised and regulated by the Financial Conduct
Authority)

Independent auditor
Ernst & Young LLP
Atria One, 144 Morrison Street, Edinburgh EH3 8EX, UK

Annual value assessment
An annual assessment report is available which shows
the value provided to investors in each of M&G’s
UK-based funds. The assessment report evaluates
whether M&G’s charges are justified in the context of
the overall service delivered to its investors. The latest
report to 31 March 2022 can be found on our website at
mandg.co.uk/valueassessment

Important information
COVID-19 continues to bring uncertainties. The ACD
continues to monitor the ongoing operational risks that
are posed to the Company and its service providers.

The events in Ukraine continue to shock and bring
widespread condemnation. Western nations responded
to Russia’s attack which started on 24 February 2022,
with sweeping sanctions: the US, the UK and the
European Union have imposed sanctions on Russian
banks, state-owned enterprises (SOEs) and individuals
with close links to President Putin.

From the perspective of financial markets, Russia’s
attack has sparked considerable volatility. There have
been direct impacts, particularly with Russian exposed
assets and indirect impacts affecting asset classes
globally with oil and gas prices surging. Given the
uncertainty around the continuing conflict, it is likely
that financial markets will remain volatile as investors
react to developments.

From 27 April 2022, the M&G Investments Thermal Coal
Investment Policy has been applied. For further
information, investors should refer to the Prospectus or
the ‘M&G Investments Thermal Coal Investment Policy’
document which is available on our website at
mandgplc.com/sustainability/environment/coal

On 24 June 2022 all the Sterling Class ‘X’ Income and
Sterling Class ‘X’ Accumulation shares were merged
into the equivalent Sterling Class ‘A’ Income and
Sterling Class ‘A’ Accumulation shares.

Please refer to the ‘Investment review’ section for
further details on significant events during the period.
Investment reviews may become quickly outdated in
relation to ongoing economic and geopolitical events.

Investor information
The Prospectus, Instrument of Incorporation, Key
Investor Information Documents, costs and charges
illustration, the latest Annual or Interim Investment
Report and Financial Statements as well as a list of
purchases and sales are available free of charge on
request from the following address. The Instrument of
Incorporation can also be inspected at our offices or at
the office of the Depositary.
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Customer services and administration for
UK clients:
M&G Securities Limited,
PO Box 9039, Chelmsford CM99 2XG, UK

Please remember to quote your name and M&G client
reference and sign any written communication to M&G.
Failure to provide this will affect your ability to transact
with us.

Telephone: 0800 390 390 (UK only)

For security purposes and to improve the quality of our
service, we may record and monitor telephone calls. You
will require your M&G client reference. Failure to
provide this will affect your ability to transact with us.

Authorised Corporate Director’s Report
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Authorised Corporate Director’s
Responsibilities
The Authorised Corporate Director (ACD) is required to
prepare annual and interim reports for the Company.
The ACD must ensure that the financial statements,
contained in this report, for each of the funds are
prepared in accordance with the Investment
Association Statement of Recommended Practice for
Financial Statements of UK Authorised Funds (SORP)
and UK Financial Reporting Standards, and give a true
and fair view of the net revenue or expenses and net
capital gains or losses for the accounting period, and
the financial position at the end of that period.

The ACD is required to keep proper accounting records,
and to manage the Company in accordance with the
Collective Investment Schemes sourcebook, as issued
(and amended) by the FCA, the Instrument of
Incorporation and the Prospectus, and to take
reasonable steps for the prevention and detection of
fraud or other irregularities. Additionally, the ACD is
responsible for preparing the financial statements on a
going concern basis unless it is appropriate to presume
that the Company will not continue in operation.

Directors’ statement
This report has been prepared in accordance with the
requirements of the Collective Investment Schemes
sourcebook, as issued and amended by the Financial
Conduct Authority.

M&G Securities Limited
15 December 2022
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The financial statements for M&G Investment Funds
(11) comprise the individual financial statements for
each fund and the notes below.

Notes to the financial statements

Accounting policies
There are no material events that have been identified
that may cast significant doubt on the Company’s ability
to continue as a going concern for at least the next
twelve months from the date these financial statements
are authorised for issue. The ACD believes that the
Company has adequate resources to continue in
operational existence for the foreseeable future and,
following consideration of the impact of COVID-19 they
continue to adopt the going concern basis in preparing
the financial statements. The ACD has made an
assessment of each fund’s ability to continue as a going
concern which is made as at the date of issue of these
financial statements and considers liquidity, declines in
global capital markets, investor intention, known
redemption levels, expense projections, key service
provider’s operational resilience, and the impact of
COVID-19.

The interim financial statements have been prepared on
the same basis as the audited financial statements for
the year ended 30 April 2022. They are prepared under
the historical cost convention, as modified by the
revaluation of investments, and in accordance with the
Statement of Recommended Practice (SORP) for
Authorised Funds issued by the Investment Association
in May 2014 and amended in June 2017.

Financial statements and notes
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For the purposes of these financial statements, the
Prospectus dated 13 July 2022 has been used.

Investment objective
The fund aims to generate a growing level of income
over any three-year period. The fund also aims to
provide capital growth of 2-4% per annum over any
three-year period.

There is no guarantee that the fund will achieve its
objective over this, or any other, period. The income
distributions and the value of your investment may rise
and fall and investors may not recoup the original
amount they invested.

Investment policy
The fund manager adopts a flexible approach to the
allocation of capital between asset classes in response
to changes in economic conditions and the valuation of
assets. Central to this approach is the identification of
episodes, which are periods of time during which, in the
fund manager’s view, asset prices become over- or
under-stated, relative to objective valuation measures,
due to the emotional reaction of investors to events.
These episodes can exist over both the short and
medium term. The fund invests in transferable
securities, fixed income assets (including, but not
limited to, corporate bonds and government and public
securities), warrants, cash, and near cash. Exposure to
these assets, and to property, may be gained via
collective investment schemes and derivatives
(including equity index futures, currency forwards,
interest rate swaps, and other liquid derivatives). The
manager may seek to minimise currency risk through
the combination of diversification and hedging.
Derivatives may also be used for efficient portfolio
management purposes. More than 70% of the fund will
be in sterling or hedged back to sterling.

Investment approach
The fund manager seeks to achieve the fund’s
objectives whilst managing risk by investing globally
across multiple asset classes, sectors, currencies and
countries. Where the fund manager believes
opportunities are limited to a few areas, the portfolio
may be very concentrated in certain assets or markets.
The fund manager will typically take investment
positions in individual shares or bonds, but may also
take positions at an index or sector level via derivatives.

The fund manager looks to generate a growing level of
income by investing in assets that offer a regular
income such as dividend-paying equities, corporate
bonds and government bonds. The fund will typically
invest 20-50% of its assets in equities, 40-80% in
bonds and up to 20% in other assets, which can include
convertibles.

Benchmark
Benchmark: None.

The fund is actively managed and it has no benchmark.
Investors can assess the performance of the fund by its
objective to provide a growing level of income and
capital growth of 2 to 4% per annum, both measured
over any three-year period. The fund’s annual report for
each financial year will include details of the fund’s
performance in relation to its objective.

M&G Episode Income Fund
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Risk profile
For details of the risks associated with this fund, please
refer to the Prospectus.

The following table shows the risk number associated
with the fund and is based on Sterling Class ‘A’ shares.

Low risk High risk

Typically lower rewards Typically higher rewards

1 2 3 4 5 6 7

The above number:

• is based on the rate at which the value of the fund
has moved up and down in the past and is based
on historical data so may not be a reliable indicator
of the future risk profile of the fund.

• is not guaranteed and may change over time and
the lowest risk number does not mean risk free.

• has not changed during this period.

Investment review
For the six months ended 31 October 2022

Distribution summary
The fund distributed six monthly payments totalling
1.88p per Sterling Class ‘A’ Income share over the six
months under review. This represents an increase of
1.3% from the 1.86p distributed during the same period
a year earlier. As at the end of the reporting period, the
payout represented a yield (distributed income as a
percentage of the fund’s share price on 31 October
2022) of 3.8%.

In respect of the Sterling Class ‘I’ Income shares, the
fund distributed six monthly payments totalling 19.03p
per Sterling Class ‘I’ Income share over the six months
under review. This represents an increase of 2.8% from
the 18.51p distributed during the same period a year
earlier. The payout represented a yield (distributed
income as a percentage of the share price at the end of
the period) of 3.7%.

The fund’s distribution is shown in the ‘Specific share
class performance’ tables in this report. The distribution
is subject to a variety of influences, including changes
in the market environment, movements in currency and
changes in the fund’s tax status. Consequently, there is
no guarantee that the fund will increase the income
stream in every reporting period.

Performance against objective
The M&G Episode Income Fund produced a negative
total return (the combination of income and growth of
capital) across all of its share classes in the six-month
period under review.

The fund’s distribution declined by 2.6% per annum
(pa) over the three-year period to 31 October 2022.
Therefore, during that period, the fund did not meet its
objective of generating a growing level of income over
any three-year period.

The fund’s annualised capital growth fell by 4.9% pa
over the three-year period to 31 October 2022.
Therefore, it did not meet its objective of providing
capital growth of between 2% and 4% on average each
year over any three-year period.

For the performance of each share class, please refer
to the ‘Long-term performance by share class’ table in
the ‘Financial highlights’ section of this report.

Performance review
The six months under review saw both bonds and
equities deliver sizeable negative returns. Investor
sentiment turned negative during the period as surging
inflation rates continued to wreak havoc in the global
economy.

After taking the view that rising prices would be
temporary in 2021, most central banks reversed course
and started to increase interest rates aggressively to
combat inflation. Although there is a continued
recovery in the global economy following the COVID-
19 pandemic, Russia’s invasion of Ukraine at the end of
February and China’s ongoing zero COVID-19 policy
have tempered this recovery. Furthermore, the
occurrence of high inflation rates and high interest

M&G Episode Income Fund
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rates — a phenomenon last seen in the 1970s — has
weighed heavily on investor sentiment.

Stockmarkets retreated from the highs reached at the
start of 2022, with the technology-dominated Nasdaq
Composite Index in the US and stockmarkets in China
and Hong Kong leading the fall.

The rising interest rate environment adversely affected
bond markets, as bond prices fell sharply with a
consequent increase in yields (which move in the
opposite direction to prices). Longer-dated bonds
underperformed shorter-dated bonds because they are
more sensitive to interest rate increases.

In the currency market, most major currencies reached
record lows against the US dollar. The strength of the
US dollar and rising US Treasury yields led to a sell-off
in emerging market bonds.

Towards the end of the review period, there was
growing recessionary fears as central banks continue
on an aggressive path to rein in inflation, with multiple
large increases in interest rates in the US, UK and many
other developed markets.

Against this generally negative background, the fund
delivered a negative total return across all of its share
classes, with losses mainly from the allocation to
equities (company shares) and government bonds.
Although the strength of the US dollar and the euro
against sterling over the period was a tailwind, boosting
the value of assets from the US and Europe, the fund
missed out on much of that strength due to our
hedging activities; at least 70% of the fund has to be
held in, or hedged back to, sterling.

The losses in equities were led by big technology
companies in the US and larger companies in the UK.
Exposure to Japan was adversely affected by the
weakness of the yen, while South Korean and Hong
Kong companies also detracted from performance.
However, German companies and European banks
contributed positively.

In core government bonds, our significant holding of
long-dated US Treasury bonds delivered negative
returns due to the large increases in interest rates,

especially in the latter half of the review period. (Longer
dated bond prices are more sensitive to changes in
interest rates.) Moreover, bonds from Portugal also
detracted from performance. We added a new position
in 30-year UK gilts in September and closed the
position after yields fell (ie, the price increased). This
trade added modestly to performance.

Our emerging market government bond positions,
mainly focused on Latin American countries were
broadly flat, with gains in bonds from Mexico, helped by
currency strength, and Brazil, balanced by declines in
bonds from Colombia and South Africa.

Investment activities
Against an increasingly volatile environment, we
maintained a modest bias towards riskier assets in the
early part of the period by holding equities in various
countries, while having sizeable holdings in US
government and emerging market bonds.

Nonetheless, we gradually trimmed our equities and
bond positions as prices fell due to rising inflation and
interest rates during the review period. Although we
made limited portfolio adjustments in the period, asset
price volatility presented opportunities to make tactical
trades.

After a strong rally in US equities in July 2022, we
decided to modestly trim our position, giving the
portfolio a more neutral stance. The proceeds went into
cash.

In September, after selling our entire position in the
M&G Property Portfolio, we used the proceeds to buy
30-year gilts after prices slumped when investors
turned bearish over the mini-budget. The price of 30-
year gilts recovered after swift intervention from the
Bank of England in the gilts market and the subsequent
reversal of the tax cuts announced in the mini-budget.
We took full advantage of this idiosyncratic ‘episode’ to
close our position.

In US Treasuries, we switched out of the 7-year note
into the 30-year bond as the long-dated bonds became
more attractive following a sell-off. The 30-year

M&G Episode Income Fund
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Treasuries could also provide potential diversification
benefits for the fund.

At the end of the period, our cash position had
increased significantly, in light of our more cautious
stance on riskier assets.

Outlook
While the sharp decline in the valuations of almost all
asset classes has made them more attractive there is
still plenty of uncertainty around with regard to
company earnings and countries’ interest rate policies.
We feel that financial markets are at a crossroad, with
investors feeling uncertain about the economic
conditions. This can be seen in the high levels of
volatility.

As central banks continue to raise interest rates and
there are growing expectations of a material slowdown
in economic growth, we feel corporate earnings could
come under pressure. Therefore, we are maintaining a
neutral position in equities, favouring markets that have
lagged global peers such as Europe, Japan and
emerging markets.

With the exception of the US, where we feel there are
plausible diversification benefits to be gained, we
remain underweight in developed market fixed income,
as it seems likely that major central banks will continue
increasing interest rates to quell double-digit inflation
rates. The effect of all these interest rate hikes on the
economy remains uncertain.

Nevertheless, we feel that the portfolio is well placed to
perform under any of the three most likely
scenarios: soft landing (slowing economic growth but
avoiding a recession), recession or stagflation (stagnant
economic growth and high inflation).

Steven Andrew
Fund manager
An employee of M&G FA Limited which is an associate of M&G Securities
Limited.

Please note that the views expressed in this Report should not be taken as a
recommendation or advice on how the fund or any holding mentioned in the
Report is likely to perform. If you wish to obtain financial advice as to
whether an investment is suitable for your needs, you should consult a
Financial Adviser.

M&G Episode Income Fund

Authorised Corporate Director’s Report

Interim report and unaudited financial statements • October 2022 9



Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Equities 215,539 43.44 47.83

United Kingdom 23,012 4.64 5.02

UK equities 23,012 4.64 5.02

884,641 British Land REIT 3,222 0.65

3,157,575 Greencoat UK Wind 4,607 0.93

223,528 GSK 3,159 0.64

279,411 Haleon 754 0.15

2,521,185 Home REIT 2,128 0.43

496,195 HSBC 2,206 0.44

1,268,725 Legal & General 2,963 0.60

100,509 Unilever 3,973 0.80

Belgium 1,169 0.23 0.24

Belgian equities 1,169 0.23 0.24

26,916 KBC 1,169 0.23

France 16,879 3.40 3.13

French equities 16,879 3.40 3.13

38,215 BNP Paribas 1,557 0.31

39,045 Capgemini 5,636 1.14

102,309 Danone 4,405 0.89

9,526 LVMH 5,281 1.06

Germany 10,820 2.18 2.01

German equities 10,820 2.18 2.01

58,463 BASF 2,289 0.46

42,678 Daimler Truck 997 0.20

62,094 Mercedes-Benz 3,123 0.63

19,061 Münchener Rückversicherungs-Gesellschaft 4,411 0.89

Guernsey 4,248 0.86 0.83

Guernsey equities 4,248 0.86 0.83

3,303,043 Renewables Infrastructure 4,248 0.86

Ireland 1,962 0.39 0.40

Irish equities 1,962 0.39 0.40

2,034,566 Greencoat Renewablesa 1,962 0.39

M&G Episode Income Fund
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Equities (continued)

Italy 3,809 0.77 0.70

Italian equities 3,809 0.77 0.70

424,942 Banca Mediolanum 2,770 0.56

626,720 Intesa Sanpaolo 1,039 0.21

Netherlands 1,920 0.39 0.27

Dutch equities 1,920 0.39 0.27

224,526 ING 1,920 0.39

Spain 4,068 0.82 0.57

Spanish equities 4,068 0.82 0.57

307,939 Banco Bilbao Vizcaya Argentaria 1,379 0.28

135,515 Industria de Diseno Textil 2,689 0.54

United States 74,304 14.98 17.78

US equities 74,304 14.98 17.78

20,694 American Express 2,693 0.54

32,180 Apple 4,317 0.87

118,496 Cisco Systems 4,667 0.94

111,773 Citigroup 4,454 0.90

197,400 Consolidated Communications 855 0.17

3,471 Home Depot 897 0.18

175,260 Intel 4,407 0.89

40,857 JPMorgan Chase 4,457 0.90

172,449 KeyCorp 2,694 0.54

13,853 Lam Research 4,835 0.98

307,082 Lumen Technologies 1,949 0.39

3,258 MasterCard 922 0.19

28,888 Microsoft 5,864 1.18

30,020 NVIDIA 3,558 0.72

84,249 Pfizer 3,461 0.70

42,040 PNC Financial Services 5,914 1.19

33,252 Procter & Gamble 3,889 0.78

32,925 Quest Diagnostics 4,118 0.83

35,662 Texas Instruments 4,967 1.00
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Equities (continued)

United States (continued)

US equities (continued)

22,346 Truist Financial 868 0.18

6,009 UnitedHealth 2,880 0.58

9,043 Visa 1,638 0.33

Canada 10,499 2.12 2.43

Canadian equities 10,499 2.12 2.43

49,780 Bank of Montreal 4,023 0.81

79,366 Bank of Nova Scotia 3,321 0.67

146,953 Shaw Communications 3,155 0.64

Japan 41,752 8.41 9.45

Japanese equities 41,752 8.41 9.45

1,747 Advance Residence Investment REIT 3,514 0.71

130,900 Daiwa House Industry 2,294 0.46

45,500 East Japan Railway 2,123 0.43

103,700 Hitachi 4,074 0.82

134,000 Honda Motor 2,639 0.53

67,500 Horiba 2,390 0.48

157,000 Itochu 3,516 0.71

5,042 Japan Metropolitan Fund REIT 3,203 0.65

195,000 Mitsubishi 4,584 0.92

214,020 Mizuho Financial 2,001 0.40

45,600 Murata Manufacturing 1,931 0.39

765,400 Nomura 2,141 0.43

197,500 ORIX 2,512 0.51

322,600 Panasonic 1,996 0.40

82,600 West Japan Railway 2,834 0.57

Australia 4,692 0.95 1.02

Australian equities 4,692 0.95 1.02

43,761 Commonwealth Bank of Australia 2,535 0.51

1,085,058 Stockland REIT 2,157 0.44
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Equities (continued)

Bermuda 2,997 0.60 0.76

Bermuda equities 2,997 0.60 0.76

2,192,000 Kerry Properties 2,997 0.60

China 3,162 0.64 0.68

China equities 3,162 0.64 0.68

4,584,000 Lenovo 3,162 0.64

South Korea 4,173 0.84 1.26

South Korean equities 4,173 0.84 1.26

49,781 Coway 1,672 0.34

62,093 Kia 2,501 0.50

Taiwan 6,073 1.22 1.28

Taiwanese equities 6,073 1.22 1.28

1,098,000 ASE Technology 2,371 0.48

1,342,600 Hon Hai Precision Industry 3,702 0.74

Fixed income 192,519 38.80 40.68

United Kingdom 3,399 0.68 0.61

Investment grade corporate bonds 1,628 0.33 0.28

£1,401,000 Admiral 5.5% 25/07/2024 1,367 0.28

£262,000 BUPA Finance 5% 25/04/2023 261 0.05

Below investment grade corporate bonds 1,771 0.35 0.33

£1,347,000 John Lewis 6.125% 21/01/2025 1,282 0.25

£528,000 Marks & Spencer 6% 12/06/2025 489 0.10

Germany 1,537 0.31 0.24

Below investment grade corporate bonds 1,537 0.31 0.24

€1,913,000 Nidda Healthcare 3.5% 30/09/2024 1,537 0.31

Luxembourg 3,162 0.64 0.58

Below investment grade corporate bonds 3,162 0.64 0.58

€2,092,000 Altice Finco 4.75% 15/01/2028 1,247 0.25

€2,576,000 Summer BC Holdco 5.75% 31/10/2026 1,915 0.39

Netherlands 3,541 0.71 0.54

Investment grade corporate bonds 441 0.09 0.07

£440,000 E.ON International Finance 5.625% 06/12/2023 441 0.09
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Fixed income (continued)

Netherlands (continued)

Below investment grade corporate bonds 3,100 0.62 0.47

US$1,958,000 Trivium Packaging Finance 5.5% 15/08/2026 1,558 0.31

US$2,847,000 VEON 4% 09/04/2025 1,542 0.31

Portugal 0 0.00 1.87

Government bonds 0 0.00 1.87

United States 121,242 24.44 25.42

Government bonds 91,293 18.40 20.51

US$107,078,200 US Treasury 3% 15/02/2048 73,638 14.84

US$25,274,800 US Treasury 3% 15/08/2052 17,655 3.56

Investment grade corporate bonds 13,810 2.79 2.03

IDR207,390,000,000 Inter-American Development Bank 7.875% 14/03/2023 11,525 2.33

US$2,821,000 Kraft Heinz Foods 3.875% 15/05/2027 2,285 0.46

Below investment grade corporate bonds 16,139 3.25 2.88

€1,366,000 Adient Global 3.5% 15/08/2024 1,107 0.22

US$2,006,000 Aramark Services 6.375% 01/05/2025 1,729 0.35

US$2,911,000 Avantor Funding 4.625% 15/07/2028 2,282 0.46

€2,204,000 Chemours 4% 15/05/2026 1,640 0.33

US$1,985,000 CommScope 8.25% 01/03/2027 1,537 0.31

US$2,725,000 CSC 7.5% 01/04/2028 2,049 0.41

US$2,068,000 Ford Motor 7.45% 16/07/2031 1,788 0.36

US$1,981,857 iHeartCommunications 6.375% 01/05/2026 1,631 0.33

US$2,972,000 Iron Mountain 5.25% 15/03/2028 2,376 0.48

Corporate bonds with no credit rating 0 0.00 0.00

US$1,869,000 TRU Taj 12% 30/03/2040c 0 0.00

£150,000 Washington Mutual Bank 5.5% 10/06/2059c 0 0.00

Brazil 10,355 2.09 1.96

Government bonds 10,355 2.09 1.96

BRL64,812,000 Brazil (Federal Republic of) 10% 01/01/2023 10,355 2.09

Chile 10,474 2.11 1.97

Government bonds 10,474 2.11 1.97

CLP12,820,000,000 Chile (Republic of) 4.7% 01/09/2030 10,474 2.11
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Fixed income (continued)

Colombia 8,270 1.67 1.84

Government bonds 8,270 1.67 1.84

COP48,070,000,000 Colombia (Republic of) 10% 24/07/2024 8,270 1.67

Mexico 13,061 2.63 2.23

Government bonds 11,241 2.26 1.94

MXN291,378,200 Mexico (United Mexican States) 8.5% 18/11/2038 11,241 2.26

Below investment grade corporate bonds 1,820 0.37 0.29

US$2,143,000 Cemex 7.375% 05/06/2027 1,820 0.37

Peru 8,498 1.71 1.47

Government bonds 8,498 1.71 1.47

PEN42,709,000 Peru (Republic of) 6.95% 12/08/2031 8,498 1.71

South Africa 8,980 1.81 1.95

Government bonds 8,980 1.81 1.95

ZAR300,586,626 South Africa (Republic of) 6.25% 31/03/2036 8,980 1.81

Fixed income portfolios 27,571 5.56 5.47

Other 27,571 5.56 5.47

51,457 iShares Core EUR Corp Bond ETF 5,034 1.02

82,276 iShares USD High Yield Corp Bond ETF 6,505 1.31

1,398,000 M&G (Lux) Emerging Markets Hard Currency Bond Fund
US dollar ‘C’ (Income)b

8,073 1.63

366,147 SPDR® Barclays 10+ Year US Corporate Bond ETF 7,959 1.60

Property 0 0.00 3.27

United Kingdom 0 0.00 3.27

Currency 372 0.08 0.07

Forward currency contracts 372 0.08 0.07

AU$(8,219,217) Sold for £4,598,632 (expires 30.01.23) 48 0.01

CA$(16,549,609) Sold for £10,532,136 (expires 30.01.23) 51 0.01

€(61,167,522) Sold for £53,236,073 (expires 30.01.23) 345 0.07

¥(2,844,566,978) Sold for £16,870,833 (expires 30.01.23) 143 0.03

US$8,746,174 Bought for TWD268,105,218 (expires 13.01.23) 321 0.07

US$(228,077,593) Sold for £196,565,193 (expires 30.01.23) (536) (0.11)
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Total portfolio 436,001 87.88 97.32

Net other assets/(liabilities) 60,149 12.12 2.68

Net assets attributable to shareholders 496,150 100.00 100.00

All securities are on an official stock exchange listing except where referenced.
a AIM quoted.
b Related parties.
c Defaulted bond.
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Top portfolio transactions for the six months to 31 October 2022

Largest purchases £’000

UK Treasury 1.25% 31/07/2051 25,131

US Treasury 3% 15/08/2052 17,519

Renewables Infrastructure 65

Total purchases 42,715

Largest sales £’000

UK Treasury 1.25% 31/07/2051 26,791

US Treasury 3% 15/02/2048 23,345

US Treasury 2.375% 31/03/2029 19,972

M&G Property Portfolio Sterling Class ‘I’ Income 19,764

Portugal (Republic of) 1% 12/04/2052 10,262

Sumitomo 4,593

Apple 4,335

UnitedHealth 3,969

Home Depot 3,775

Visa 3,341

Other sales 59,885

Total sales 180,032

Purchases and sales exclude the cost and proceeds of ‘AAA’ rated money
market funds.
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Fund performance
Please note past performance is not a guide to future
performance and the value of investments, and the
income from them, will fluctuate. This will cause the
fund price to fall as well as rise and you may not get
back the original amount you invested.

As different share classes have different attributes, for
example charging structures and minimum investments,
please be aware that their performance may be
different.

For additional information, including monthly fund
commentaries, fund facts, performance information
(including a range of performance graphs) and other
documents, please visit our website at
mandg.com/investments

Long-term performance by share class
To give an indication of the performance of the fund,
the following table shows the compound rate of return,
per annum, over the period. Calculated on a price to
price basis with income reinvested. Please refer to
‘Specific share class performance’ tables for the share
class launch dates.

On 24 June 2022, the Sterling Class ‘X’ Income and
Sterling Class ‘X’ Accumulation shares were merged
into the equivalent Sterling Class ‘A’ Income and
Sterling Class ‘A’ Accumulation shares.

Share class Six
months

%a

Three
years
% pa

Five
years
% pa

Ten
years
% pa

Sterling

Class ‘A’ Income -8.0 -1.7 +0.3 +4.0

Class ‘A’ Accumulation -8.0 -1.7 +0.4 +4.0

Class ‘I’ Income -7.9 -1.4 +0.8 +4.6

Class ‘I’ Accumulation -7.9 -1.4 +0.8 +4.6

Class ‘PP’ Income -7.8 -1.3 n/a n/a

Class ‘PP’ Accumulation -7.8 -1.3 n/a n/a

Class ‘R’ Income -8.0 -1.6 +0.6 +4.4

Class ‘R’ Accumulation -8.0 -1.6 +0.6 +4.4

Class ‘X’ Accumulation -4.6 -0.5 +1.1 +4.4

a Not annualised.

Specific share class performance
The following comparative tables show the
performance of each share class. All ‘Performance and
charges’ percentages represent an annual rate except
for the ‘Return after operating charges’ which is
calculated as a percentage of the opening net asset
value per share (NAV per share). ‘Dilution adjustments’
are only in respect of direct portfolio transaction costs.

‘Operating charges’ and ‘Direct portfolio transaction
costs’ are calculated as a percentage of average net
asset value. Where there is a change in the charging
structure, you may see variances in the ‘operating
charges’ between the comparative and current year
figures.

The closing NAV per share shown may diverge from the
highest and lowest share prices (used for dealing
purposes) as at the balance sheet date due to
accounting and valuation adjustments.
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Sterling Class ‘A’ Income share
performance
The share class was launched on 11 November 2010.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 122.75 125.78 112.88

Return before operating
charges

(9.21) 2.54 18.16

Operating charges (0.62) (1.36) (1.50)

Return after operating
charges

(9.83) 1.18 16.66

Distributions (1.88) (4.21) (3.76)

Closing NAV 111.04 122.75 125.78

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.02

Dilution adjustments (0.01) (0.01) (0.01)

Total direct transaction costs 0.00 0.01 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 1.06 1.05 1.26

Return after charges -8.01 +0.94 +14.76

Other information

Closing NAV (£’000) 54,590 54,814 58,225

Number of shares 49,162,764 44,656,476 46,291,230

Highest share price (UK p) 123.50 133.94 127.28

Lowest share price (UK p) 108.88 122.89 109.19

Sterling Class ‘A’ Accumulation share
performance
The share class was launched on 11 November 2010.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 185.14 183.62 159.71

Return before operating
charges

(13.97) 3.53 26.07

Operating charges (0.95) (2.01) (2.16)

Return after operating
charges

(14.92) 1.52 23.91

Distributions (2.36) (4.24) (3.26)

Retained distributions 2.36 4.24 3.26

Closing NAV 170.22 185.14 183.62

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.03 0.03

Dilution adjustments (0.01) (0.01) (0.01)

Total direct transaction costs 0.00 0.02 0.02

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 1.06 1.05 1.27

Return after charges -8.06 +0.83 +14.97

Other information

Closing NAV (£’000) 14,951 16,104 16,477

Number of shares 8,783,620 8,698,039 8,973,658

Highest share price (UK p) 186.29 198.35 185.13

Lowest share price (UK p) 166.44 181.09 154.49
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Sterling Class ‘I’ Income share
performance
The share class was launched on 3 August 2012.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 1,241.14 1,266.70 1,131.37

Return before operating
charges

(93.63) 24.37 181.26

Operating charges (3.92) (8.48) (9.30)

Return after operating
charges

(97.55) 15.89 171.96

Distributions (19.03) (41.45) (36.63)

Closing NAV 1,124.56 1,241.14 1,266.70

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.07 0.21 0.18

Dilution adjustments (0.07) (0.08) (0.10)

Total direct transaction costs 0.00 0.13 0.08

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.65 0.65 0.79

Return after charges -7.86 +1.25 +15.20

Other information

Closing NAV (£’000) 145,947 192,987 266,562

Number of shares 12,978,060 15,549,186 21,043,802

Highest share price (UK p) 1,249.12 1,351.39 1,281.01

Lowest share price (UK p) 1,102.60 1,241.68 1,094.57

Sterling Class ‘I’ Accumulation share
performance
The share class was launched on 3 August 2012.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 1,735.14 1,715.39 1,486.29

Return before operating
charges

(131.75) 31.38 241.47

Operating charges (5.52) (11.63) (12.37)

Return after operating
charges

(137.27) 19.75 229.10

Distributions (24.81) (45.39) (36.55)

Retained distributions 24.81 45.39 36.55

Closing NAV 1,597.87 1,735.14 1,715.39

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.10 0.28 0.24

Dilution adjustments (0.09) (0.12) (0.14)

Total direct transaction costs 0.01 0.16 0.10

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.65 0.65 0.78

Return after charges -7.91 +1.15 +15.41

Other information

Closing NAV (£’000) 260,016 302,818 348,501

Number of shares 16,272,698 17,452,117 20,316,109

Highest share price (UK p) 1,746.39 1,856.14 1,729.23

Lowest share price (UK p) 1,562.26 1,692.06 1,438.01
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Sterling Class ‘PP’ Income share
performance
The share class was launched on 5 August 2019.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 99.02 100.96 89.97

Return before operating
charges

(7.60) 1.91 14.40

Operating charges (0.27) (0.57) (0.53)

Return after operating
charges

(7.87) 1.34 13.87

Distributions (1.52) (3.28) (2.88)

Closing NAV 89.63 99.02 100.96

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments (0.01) (0.01) (0.01)

Total direct transaction costs 0.00 0.01 0.00

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.56 0.55 0.56

Return after charges -7.95 +1.33 +15.42

Other information

Closing NAV (£’000) 600 18,686 11,865

Number of shares 669,442 18,871,306 11,753,057

Highest share price (UK p) 99.66 107.76 102.09

Lowest share price (UK p) 88.00 99.04 87.05

Sterling Class ‘PP’ Accumulation share
performance
The share class was launched on 8 April 2019.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 112.06 110.69 95.74

Return before operating
charges

(8.52) 2.01 15.53

Operating charges (0.30) (0.64) (0.58)

Return after operating
charges

(8.82) 1.37 14.95

Distributions (1.64) (3.02) (2.54)

Retained distributions 1.64 3.02 2.54

Closing NAV 103.24 112.06 110.69

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.02

Dilution adjustments (0.01) (0.01) (0.01)

Total direct transaction costs 0.00 0.01 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.55 0.55 0.56

Return after charges -7.87 +1.24 +15.62

Other information

Closing NAV (£’000) 11,021 18,660 25,149

Number of shares 10,676,203 16,652,157 22,719,190

Highest share price (UK p) 112.79 119.83 111.58

Lowest share price (UK p) 100.94 109.19 92.63
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Sterling Class ‘R’ Income share
performance
The share class was launched on 3 August 2012.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 121.38 124.19 111.20

Return before operating
charges

(9.12) 2.46 17.86

Operating charges (0.53) (1.15) (1.21)

Return after operating
charges

(9.65) 1.31 16.65

Distributions (1.86) (4.12) (3.66)

Closing NAV 109.87 121.38 124.19

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.02

Dilution adjustments (0.01) (0.02) (0.01)

Total direct transaction costs 0.00 0.00 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.91 0.90 1.03

Return after charges -7.95 +1.05 +14.97

Other information

Closing NAV (£’000) 5,557 6,229 6,431

Number of shares 5,058,317 5,132,191 5,177,918

Highest share price (UK p) 122.14 132.34 125.63

Lowest share price (UK p) 107.73 121.48 107.57

Sterling Class ‘R’ Accumulation share
performance
The share class was launched on 3 August 2012.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 170.27 168.67 146.43

Return before operating
charges

(12.88) 3.18 23.85

Operating charges (0.75) (1.58) (1.61)

Return after operating
charges

(13.63) 1.60 22.24

Distributions (2.27) (4.11) (3.28)

Retained distributions 2.27 4.11 3.28

Closing NAV 156.64 170.27 168.67

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.03 0.02

Dilution adjustments (0.01) (0.01) (0.01)

Total direct transaction costs 0.00 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 0.91 0.90 1.03

Return after charges -8.00 +0.95 +15.19

Other information

Closing NAV (£’000) 3,468 3,997 3,961

Number of shares 2,213,733 2,347,733 2,348,268

Highest share price (UK p) 171.35 182.32 170.04

Lowest share price (UK p) 153.16 166.36 141.66
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Sterling Class ‘X’ Income share
performance
The share class was launched on 11 November 2010.
The share class was merged into Sterling Class ‘A’
Income on 24 June 2022.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 122.82 125.85 112.95

Return before operating
charges

(5.51) 2.54 18.17

Operating charges (0.19) (1.36) (1.50)

Return after operating
charges

(5.70) 1.18 16.67

Distributions (0.31) (4.21) (3.77)

NAV of in specie
transfer

(116.81) n/a n/a

Closing NAV 0.00 122.82 125.85

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.00 0.02 0.02

Dilution adjustments 0.00 (0.01) (0.01)

Total direct transaction costs 0.00 0.01 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 1.07 1.05 1.26

Return after charges -4.64 +0.94 +14.76

Other information

Closing NAV (£’000) 0 7,208 8,135

Number of shares 0 5,869,377 6,464,015

Highest share price (UK p) 123.57 134.02 127.36

Lowest share price (UK p) 115.75 122.96 109.24

Sterling Class ‘X’ Accumulation share
performance
The share class was launched on 11 November 2010.
The share class was merged into Sterling Class ‘A’
Accumulation on 24 June 2022.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 185.22 183.70 159.77

Return before operating
charges

(8.31) 3.53 26.08

Operating charges (0.29) (2.01) (2.15)

Return after operating
charges

(8.60) 1.52 23.93

Distributions (0.75) (4.24) (3.27)

Retained distributions 0.75 4.24 3.27

NAV of in specie
transfer

(176.62) n/a n/a

Closing NAV 0.00 185.22 183.70

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.00 0.03 0.03

Dilution adjustments 0.00 (0.01) (0.01)

Total direct transaction costs 0.00 0.02 0.02

Performance and charges % % %

Direct portfolio transaction
costs

0.00 0.01 0.00

Operating charges 1.07 1.05 1.26

Return after charges -4.64 +0.83 +14.98

Other information

Closing NAV (£’000) 0 1,249 1,262

Number of shares 0 674,154 686,836

Highest share price (UK p) 186.37 198.43 185.20

Lowest share price (UK p) 175.00 181.17 154.55
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Statement of total return
for the six months to 31 October 2022 2021

£’000 £’000 £’000 £’000

Income

Net capital gains/(losses) (54,506) 29,005

Revenue 11,856 13,143

Expenses (2,005) (2,542)

Interest payable and similar charges (16) (11)

Net revenue/(expense) before taxation 9,835 10,590

Taxation (1,553) (1,617)

Net revenue/(expense) after taxation 8,282 8,973

Total return before distributions (46,224) 37,978

Distributions (8,742) (9,720)

Change in net assets attributable to shareholders from
investment activities

(54,966) 28,258

Statement of change in net assets attributable to shareholders
for the six months to 31 October 2022 2021

£’000 £’000 £’000 £’000

Opening net assets attributable to shareholders 622,752 746,568

Amounts received on issue of shares 11,823 7,108

Amounts paid on cancellation of shares (88,265) (73,206)

(76,442) (66,098)

Dilution adjustments 136 106

Change in net assets attributable to shareholders from
investment activities (see above)

(54,966) 28,258

Retained distributions on Accumulation shares 4,664 4,902

Unclaimed distributions 6 3

Closing net assets attributable to shareholders 496,150 713,739

Interest payable and similar charges of £16,000 (2021: £11,000) has been reclassified from ‘Expenses’ within the statement of total return.
The opening net assets attributable to shareholders for 2022 differs to the closing position in 2021 by the change in net assets attributable to shareholders for
the second half of the comparative financial year.
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Balance sheet
as at 31 October 2022 30 April 2022

£’000 £’000

Assets

Fixed assets

Investments 436,537 606,410

Current assets

Debtors 4,351 16,617

Cash and bank balances 57,356 30,736

Total assets 498,244 653,763

Liabilities

Investment liabilities (536) (340)

Creditors

Bank overdrafts 0 (27,668)

Distribution payable (1,162) (1,502)

Other creditors (396) (1,501)

Total liabilities (2,094) (31,011)

Net assets attributable to shareholders 496,150 622,752
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Notes to the financial statements
Accounting policies
The financial statements have been prepared in accordance with the ‘Accounting policies’ set out on page 5.

Distribution policy
In order to conduct a controlled dividend flow to shareholders, interim distributions will be at the fund manager’s
discretion, up to the maximum of the distributable income available for the period.

In determining the amount available for distribution to Income shares, the annual charge is offset against capital,
increasing the amount available for distribution whilst restraining capital performance to an equivalent extent.
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For the purposes of these financial statements, the
Prospectus dated 13 July 2022 has been used.

Investment objective
The fund aims to achieve a total return (the combination
of income and capital growth) of at least 2-4% per
annum above the Sterling Overnight Index Average
(SONIA), before any charges are taken, in any market
conditions and over any three year period.

The fund aims to achieve this while seeking to minimise
the degree to which the value of the fund fluctuates
over time (volatility), while also seeking to limit monthly
losses. Managing the fund in this way reduces its ability
to achieve returns significantly above SONIA plus 2-4%.

There is no guarantee that the fund will achieve a
positive return over three years, or any other period,
and investors may not get back the original amount they
invested.

Investment policy
The fund has a highly flexible investment approach with
the freedom to invest in different types of investment
assets from anywhere in the world. The fund manager’s
approach combines in-depth research to determine the
value of assets over the medium to long term, together
with analysis of market reactions to events, to identify
investment opportunities.

The fund may at any one time invest in the following
asset classes: fixed income securities (including, but
not limited to, corporate bonds and government and
public securities), company shares, currencies, cash,
near cash and deposits. The fund will mostly gain
exposure to these assets by investing through
derivatives, but may also invest directly, or by investing
through other funds. Derivatives are financial contracts
whose value is derived from an underlying asset. In
cases where the fund manager believes that investment
opportunities are limited to a few areas, or where
available investment opportunities would add too much
risk, the fund may hold a high level of cash. At any one

time the geographical range of the fund may be more
focused rather than globally diversified.

The fund may also invest in other transferable securities
and warrants (allowing the fund manager to buy stocks
for a fixed price until a certain date) which may be from
anywhere in the world and denominated in any
currency.

The fund may take short positions (holding derivatives
with the aim of delivering a positive return when the
assets they are linked to fall in value) in markets,
currencies, securities, and groups of securities. The
fund also has the flexibility to gain exposure to
investments exceeding the net asset value of the fund
in order to increase potential returns in both rising and
falling markets.

Derivatives can be used to meet the fund’s investment
objective and for efficient portfolio management.

Investment approach
The fund manager adopts a flexible approach to the
allocation of capital between asset classes in response
to changes in economic conditions and the valuation of
assets, guided by a robust valuation framework. The
fund manager seeks to respond to opportunities
created by asset prices moving away from a reasonable
sense of ‘fair’ value due to investors reacting
emotionally to events. The blend of investments held in
the fund is actively adjusted depending on where the
fund manager sees the most value and to manage risks
in order to limit monthly losses. The fund manager will
seek to manage risk by combining diversified and
relatively uncorrelated assets (which are assets
affected by market conditions in different ways) and by
employing derivative strategies to help protect or profit
from falling markets. In cases where the fund manager
believes that investment opportunities are limited to a
few areas, or where the available investment
opportunities would add too much risk to the fund, the
fund may hold high levels of cash.

The fund manager believes that this approach has the
potential to limit monthly losses to less than 3% in
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normal to stressed times and less than 6% in highly
stressed times. The fund manager believes the fund
has the potential to deliver an annualised volatility (the
degree to which the value of the fund fluctuates over
any 12-month period) of between 3% and 7%. The fund
manager will ensure the fund’s 1-month 99% VaR
remains below 6%.

Benchmark
Benchmark: SONIA + 2-4%

The benchmark is a target which the fund seeks to
achieve. The rate has been chosen as the fund’s
benchmark as it is an achievable performance target
and best reflects the scope of the fund’s investment
policy. The benchmark is used solely to measure the
fund’s performance objective and does not constrain
the fund’s portfolio construction.

The fund is actively managed. The fund manager has
complete freedom in choosing which assets to buy,
hold and sell in the fund.

For unhedged share classes, the rate is shown in the
share class currency.

Risk profile
For details of the risks associated with this fund, please
refer to the Prospectus.

The following table shows the risk number associated
with the fund and is based on Sterling Class ‘A’ shares.

Low risk High risk

Typically lower rewards Typically higher rewards

1 2 3 4 5 6 7

The above number:

• is based on the rate at which the value of the fund
has moved up and down in the past and is based
on historical data so may not be a reliable indicator
of the future risk profile of the fund.

• is not guaranteed and may change over time and
the lowest risk number does not mean risk free.

• has not changed during this period.

Investment review
For the six months ended 31 October 2022

Performance against objective
The fund aims to provide a combination of capital
growth and income of at least the Sterling Overnight
Index Average (SONIA) plus 2-4% per annum
(pa) before charges over any three-year period and in
any market condition. Prior to 20 July 2021, the fund’s
benchmark was 3-month GBP LIBOR plus 4% pa.

The fund’s historical benchmark performance is
calculated using a weighted average of the two
benchmarks according to the length of time each was
applicable during the review period. The benchmark
figure from 20 July 2021 onwards is calculated using
SONIA plus 2% pa, which represents the lower
threshold for the current benchmark. All of the M&G
Global Target Return Fund’s share classes recorded a
positive return (the combination of income and growth
of capital) across all share classes over the period. The
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fund was behind its benchmark, which returned 1.8% in
the period under review.

Over three years, two of the fund’s five share classes
have delivered a lower return than its benchmark’s
return, two were in line with the benchmark and one
outperformed. The benchmark returned 3.6% pa in the
period.

For the performance of each share class, please refer
to the ‘Long-term performance by share class’ table in
the ‘Financial highlights’ section of this report.

Performance review
The six months under review saw both equity (company
shares) and bond (debt) markets deliver sizeable
negative returns. After stockmarkets climbed to all-time
highs earlier in the year, investor sentiment turned
negative during the period as surging inflation rates and
concerns about weakening economic growth affected
countries around the world.

Markets experienced sharp volatility as most major
central banks raised interest rates to combat fast rises
in consumer prices. The combination of high interest
rates and high inflation weighed heavily on riskier
assets.

Against this difficult investment climate, the fund
delivered a positive return over the review period,
driven by our investment strategy of adjusting the
portfolio in response to a volatile investment
environment. We also benefited from our portfolio’s
allocation to a broad range of asset classes.

Equities detracted from performance overall, although
our short positions in the US stockmarket contributed
positively. A short position seeks to benefit from a fall in
the price of the asset. However, exposure to the Hong
Kong stockmarket through long positions in the
H-shares Index detracted from the fund’s performance.
(A long position benefits from a rise in the asset price.)

Government bonds delivered a strong positive
contribution despite the headwinds in global bond
markets. While holding long positions in selected
emerging market bonds, we preferred largely short
positions in developed market bonds, given the speed

and magnitude of interest rate rises in these countries.
Holding such positions in US and German government
bonds added value to the portfolio. The UK swap curve
trades early in the review period also contributed to the
fund’s performance. (Interest rate swaps are derivative
contracts which exchange fixed-rate payments for
floating-rate payments. The swap rate is the fixed
interest rate that an investor demands in order to
accept the uncertainty of having to pay the floating
interest rate committed to as part of the swap contract.
The swap curve plots the swap rates across all the
maturities available. Trading along the swap curve
typically seeks to take advantage of the difference
between the investor’s view of where future interest
rates may be and the market view.)

Our allocation to other asset classes, like asset-backed
securities as well as the fund’s holdings of US Treasury
bills (government debt instruments with maturities
under one year) and UK 1-year gilts, also contributed to
performance.

Investment activities
We continued to position our portfolio defensively
during the review period by maintaining a higher
allocation to cash and short-term government bonds. At
the same time, we scaled down our equity exposure at
times during this period, relying more on the futures
markets to participate in market volatility. We started
adding back to the equity position at the end of the
period under review, seeking to take advantage of what
we see as attractive opportunities.

Between mid-August and the end of September, we
added various short positions in the S&P 500 Index
seeking to capitalise on the weaknesses in the US
stockmarket, as we felt the market was vulnerable to
persistent concerns over inflation and higher interest
rates.

At the beginning of October, we also added equity
exposure to East Asian stockmarkets especially in Hong
Kong. After falling steeply in 2022, we felt that these
markets had potentially attractive relative value
compared to other regions.
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In government bonds, we reduced our exposure to
some emerging market bonds by closing our positions
in Indonesia and scaling down our holdings in Mexico
and Brazil. However, we added a small position in
Poland.

Elsewhere, we were bearish towards developed market
government bonds, especially in the US and Germany.
This reflected our view that the market was potentially
underestimating the extent of future interest rate
increases that might be carried out by the Federal
Reserve and European Central Bank. Short positions in
5-year US Treasuries and 2-year German government
bonds benefited from a period of rising interest rates.

We were active in managing our exposure to the UK
yield curve during the review period. Following the ‘mini
budget’ of the new UK government led by Prime
Minister Truss in late September, we took advantage of
the higher yields available by buying long-dated UK
government bonds and also receiving exposure to UK
swap rates at a 3-year maturity. Both of these positions
were closed during October after strong gains.

Outlook
The currently volatile financial markets backdrop
provides opportunities for active investors, although
given the degree of prevailing uncertainty we believe it
is prudent to be highly tactical. Recent changes have
increased exposure to equities and US Treasuries,
where some degree of value has been restored
following weakness earlier in the year. Nevertheless,
the fund retains a large cash position, which provides
sufficient room to respond as opportunities present
themselves.

Moreover, the flexibility of the fund in being able to take
short positions in assets provides scope to generate
returns in falling markets should we assess (correctly)
that certain asset prices are vulnerable to economic and
market developments. The majority of returns in
2022 have been generated from such short positions
earlier in the year.

Alongside these two factors, we believe that our ability
to invest in an array of asset classes and geographies
makes us well placed to navigate and respond to future
developments in the current investment environment.

Tristan Hanson
Fund manager
An employee of M&G FA Limited which is an associate of M&G Securities
Limited.

Please note that the views expressed in this Report should not be taken as a
recommendation or advice on how the fund or any holding mentioned in the
Report is likely to perform. If you wish to obtain financial advice as to
whether an investment is suitable for your needs, you should consult a
Financial Adviser.
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Equities 4,882 6.49 5.66

Software & computer services 320 0.43 0.52

615,100 NetLink NBN 320 0.43

Banks 1,115 1.48 1.74

643,000 China Construction Bank 295 0.39

16,817 Hana Financial 422 0.56

13,642 KB Financial 398 0.53

Closed-ended investments 1,593 2.12 2.43

1,004,537 Greencoat Renewablesa 969 1.29

427,964 Greencoat UK Wind 624 0.83

Real estate investment & services 0 0.00 0.25

Construction & materials 326 0.43 0.00

1,058,500 Sinopec Engineering 326 0.43

Industrial transportation 874 1.16 0.46

559,090 COSCO SHIPPING Ports 238 0.31

1,324,000 Pacific Basin Shipping 277 0.37

1,722,000 Sinotrans 359 0.48

Chemicals 307 0.41 0.00

409,000 Dongyue 307 0.41

Oil & gas 347 0.46 0.26

1,486,000 Sinopec Kantons 347 0.46

Equity derivatives (56) (0.08) 0.18

Equity futures contracts (56) (0.08) 0.18

3 DAX Index Dec 2022 16 0.02

11 FTSE 100 Index Dec 2022 6 0.01

52 HSCEI Nov 2022 (94) (0.13)

17 KOSPI2 Dec 2022 16 0.02

Equity portfolios 1,432 1.90 2.05

1,155,711 M&G Japan Fundb 675 0.90

9,351 Vanguard FTSE All-World ETF 757 1.00
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Fixed income 65,243 86.68 85.95

Debt securities 60,938 80.96 86.17

‘AAA’ credit rated bonds 6,730 8.94 10.71

£80,197 Bowbell No. 2 FRN 3.0216% 16/04/2056 80 0.11

£380,000 Castell 2020-1 FRN 4.2874% 25/03/2053 376 0.50

£153,093 CMF 2020-1 FRN 2.7872% 16/01/2057 152 0.20

£877,000 Coventry Building Society FRN 2.7116% 15/01/2025 875 1.16

£196,776 Darrowby No. 5 FRN 2.6728% 20/12/2057 195 0.26

£775,000 European Bank for Reconstruction & Development FRN
2.2725% 27/02/2023

775 1.03

£1,650,000 Export Development Canada FRN 2.5216% 17/01/2025 1,655 2.20

£243,043 Finsbury Square 2020-1 FRN 2.921% 16/03/2070 241 0.32

£269,862 Holmes Master Issuer FRN 2.7616% 15/10/2054 270 0.36

£177,450 Lanark Master Issuer FRN 2.5565% 22/12/2069 177 0.23

£876,000 Leeds Building Society FRN 2.7316% 15/01/2025 874 1.16

£219,000 Permanent Master Issuer FRN 2.7716% 15/07/2058 219 0.29

£612,000 Royal Bank of Canada FRN 2.6617% 30/01/2025 609 0.81

£231,943 Tower Bridge Funding No. 4 FRN 3.4128% 20/12/2062 232 0.31

‘AA’ credit rated bonds 48,012 63.78 63.76

£3,200,000 UK Treasury 0% 07/11/2022 3,199 4.25

£4,000,000 UK Treasury 0% 28/11/2022 3,993 5.30

£5,646,000 UK Treasury 0% 19/12/2022 5,629 7.48

£3,439,000 UK Treasury 0% 28/12/2022 3,425 4.55

£4,586,000 UK Treasury 0% 09/01/2023 4,562 6.06

£4,262,000 UK Treasury 0% 06/02/2023 4,228 5.62

£3,501,000 UK Treasury 0% 13/02/2023 3,471 4.61

£5,142,000 UK Treasury 0% 27/02/2023 5,087 6.76

£3,145,000 UK Treasury 0% 11/04/2023 3,097 4.11

US$4,421,000 US Treasury 0% 22/12/2022 3,812 5.06

US$8,778,000 US Treasury 0% 23/02/2023 7,509 9.98

‘A’ credit rated bonds 629 0.84 0.00

PLN4,184,000 Poland (Republic of) 3.75% 25/05/2027 629 0.84

‘BBB’ credit rated bonds 1,908 2.54 4.75

€808,000 Mexico (United Mexican States) 1.45% 25/10/2033 472 0.63
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Fixed income (continued)

Debt securities (continued)

‘BBB’ credit rated bonds (continued)

MXN17,857,900 Mexico (United Mexican States) 7.75% 29/05/2031 688 0.92

MXN19,400,000 Mexico (United Mexican States) 8.5% 18/11/2038 748 0.99

‘BB’ credit rated bonds 3,659 4.86 6.95

BRL9,494,000 Brazil (Federal Republic of) 10% 01/01/2029 1,406 1.87

ZAR62,074,516 South Africa (Republic of) 8.5% 31/01/2037 2,253 2.99

Debt derivatives 65 0.09 (0.22)

Credit default swaps 1 0.00 0.17

US$5,150,310 Markit CDX North American High Yield Series 38 5 Year Jun
2027

12 0.02

€4,692,286 Markit iTraxx Europe Crossover Series 37 V1 5 Year Jun 2027 (11) (0.02)

Interest rate swaps 0 0.00 (0.39)

Interest rate futures 64 0.09 0.00

34 US Ultra Bond Cbt Dec 2022 64 0.09

Fixed income portfolios 4,240 5.63 0.00

20,574 M&G Total Return Credit Investment Fundb 2,143 2.85

211,163 M&G Short Dated Corporate Bond Fundb 2,097 2.78

Currency 35 0.05 0.17

Forward currency contracts 35 0.05 0.17

CLP742,124,438 Bought for $745,180 (expires 30.01.23) 25 0.03

€(5,150,605) Sold for £4,482,304 (expires 30.01.23) 29 0.04

HK$(24,113,089) Sold for £2,646,866 (expires 30.01.23) (10) (0.01)

¥(111,240,441) Sold for £659,756 (expires 30.01.23) 6 0.01

SG$(553,421) Sold for £338,740 (expires 30.01.23) 1 0.00

CHF(879,325) Sold for £774,476 (expires 30.01.23) 6 0.01

US$776,607 Bought for TWD24,993,551 (expires 30.01.23) (5) (0.01)

US$1,308,030 Bought for KRW1,869,174,551 (expires 30.01.23) (7) (0.01)

US$(17,394,146) Sold for £14,991,404 (expires 30.01.23) (40) (0.05)

ZAR(49,018,163) Sold for £2,319,332 (expires 30.01.23) 30 0.04
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Holding as at 31.10.22
£’000

as at 31.10.22
%

as at 30.04.22
%

Total portfolio 71,536 95.04 94.01

Net other assets/(liabilities) 3,737 4.96 5.99

Net assets attributable to shareholders 75,273 100.00 100.00

All securities are on an official stock exchange listing except where referenced.
a AIM quoted.
b Related party.
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Top ten portfolio transactions for the six months to
31 October 2022

Largest purchases £’000

UK Treasury 0% 19/12/2022 5,601

UK Treasury 0% 27/02/2023 5,075

UK Treasury 0% 12/09/2022 4,996

UK Treasury 0% 09/01/2023 4,547

UK Treasury 0% 06/02/2023 4,219

UK Treasury 0% 28/11/2022 3,974

UK Treasury 0% 15/08/2022 3,938

US Treasury 0% 22/12/2022 3,736

UK Treasury 0% 13/02/2023 3,460

UK Treasury 0% 28/12/2022 3,408

Other purchases 17,553

Total purchases 60,507

Largest sales £’000

US Treasury 0% 18/08/2022 7,050

UK Treasury 0% 07/11/2022 5,599

UK Treasury 0% 25/7/2022 5,309

UK Treasury 0% 12/09/2022 5,009

UK Treasury 0% 30/5/2022 4,993

UK Treasury 0% 08/08/2022 4,199

UK Treasury 0% 20/06/2022 3,949

UK Treasury 0% 15/08/2022 3,945

UK Treasury 0% 23/05/2022 3,938

UK Treasury 0% 16/05/2022 3,175

Other sales 12,817

Total sales 59,983

Purchases and sales exclude the cost and proceeds of ‘AAA’ rated money
market funds.
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Fund performance
Please note past performance is not a guide to future
performance and the value of investments, and the
income from them, will fluctuate. This will cause the
fund price to fall as well as rise and you may not get
back the original amount you invested.

As different share classes have different attributes, for
example charging structures and minimum investments,
please be aware that their performance may be
different.

For additional information, including monthly fund
commentaries, fund facts, performance information
(including a range of performance graphs) and other
documents, please visit our website at
mandg.com/investments

Long-term performance by share class
To give an indication of the performance of the fund,
the following table shows the compound rate of return,
per annum, over the period. Calculated on a price to
price basis with income reinvested. Please refer to
‘Specific share class performance’ tables for the share
class launch dates.

Share class Six
months

%a

Three
years
% pa

Five
years
% pa

Ten
years
% pa

Sterling

Class ‘A’ Accumulation +1.5 +3.3 +1.6 n/a

Class ‘I’ Accumulation +1.6 +3.5 +1.8 n/a

Class ‘L’ Accumulation +1.7 +3.8 +2.0 n/a

Class ‘PP’ Income +1.7 +3.6 n/a n/a

Class ‘PP’ Accumulation +1.7 +3.6 n/a n/a

Benchmarkb +1.8 +3.6 +4.1 +4.3

a Not annualised.
b Benchmark prior to 19 July 2021 was 3-month GBP libor +4%. Thereafter

it is SONIA +2%.

Specific share class performance
The following comparative tables show the
performance of each share class. All ‘Performance and
charges’ percentages represent an annual rate except
for the ‘Return after operating charges’ which is
calculated as a percentage of the opening net asset
value per share (NAV). ‘Dilution adjustments’ are only in
respect of direct portfolio transaction costs.

‘Operating charges’ and ‘Direct portfolio transaction
costs’ are calculated as a percentage of average net
asset value. Where there is a change in the charging
structure, you may see variances in the ‘operating
charges’ between the comparative and current year
figures.

The closing NAV per share shown may diverge from the
highest and lowest share prices (used for dealing
purposes) as at the balance sheet date due to
accounting and valuation adjustments.
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Sterling Class ‘A’ Accumulation share
performance
The share class was launched on 13 December 2016.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 110.70 107.74 101.19

Return before operating
charges

2.09 3.89 7.45

Operating charges (0.48) (0.93) (0.90)

Return after operating
charges

1.61 2.96 6.55

Distributions n/a (0.95) (1.29)

Retained distributions n/a 0.95 1.29

Closing NAV 112.31 110.70 107.74

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments 0.00 0.00 0.00

Total direct transaction costs 0.01 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.01 0.02 0.01

Operating charges 0.85 0.85 0.86

Return after charges +1.45 +2.75 +6.47

Other information

Closing NAV (£’000) 1,220 1,062 931

Number of shares 1,085,870 959,499 863,599

Highest share price (UK p) 112.78 111.44 108.74

Lowest share price (UK p) 109.51 107.64 100.51

Sterling Class ‘I’ Accumulation share
performance
The share class was launched on 13 December 2016.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 111.77 108.35 101.74

Return before operating
charges

2.07 3.97 7.28

Operating charges (0.29) (0.55) (0.67)

Return after operating
charges

1.78 3.42 6.61

Distributions n/a (1.27) (1.49)

Retained distributions n/a 1.27 1.49

Closing NAV 113.55 111.77 108.35

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments 0.00 0.00 0.00

Total direct transaction costs 0.01 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.01 0.02 0.01

Operating charges 0.50 0.50 0.64

Return after charges +1.59 +3.16 +6.50

Other information

Closing NAV (£’000) 13,893 8,373 11,879

Number of shares 12,235,099 7,491,439 10,963,449

Highest share price (UK p) 114.00 112.47 109.40

Lowest share price (UK p) 110.63 108.38 101.06

M&G Global Target Return Fund

Financial highlights

Interim report and unaudited financial statements • October 2022 37



Sterling Class ‘L’ Accumulation share
performance
The share class was launched on 24 February 2017.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 112.43 108.90 101.78

Return before operating
charges

2.05 3.81 7.39

Operating charges (0.14) (0.28) (0.27)

Return after operating
charges

1.91 3.53 7.12

Distributions n/a (1.50) (1.81)

Retained distributions n/a 1.50 1.81

Closing NAV 114.34 112.43 108.90

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments 0.00 0.00 0.00

Total direct transaction costs 0.01 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.01 0.02 0.01

Operating charges 0.25 0.25 0.26

Return after charges +1.70 +3.24 +7.00

Other information

Closing NAV (£’000) 60,068 59,212 57,644

Number of shares 52,533,680 52,664,699 52,930,804

Highest share price (UK p) 114.77 113.12 109.76

Lowest share price (UK p) 111.33 108.81 101.11
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Sterling Class ‘PP’ Income share
performance
The share class was launched on 5 August 2019.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 105.54 104.02 99.38

Return before operating
charges

1.93 3.66 7.26

Operating charges (0.21) (0.42) (0.54)

Return after operating
charges

1.72 3.24 6.72

Distributions n/a (1.72) (2.08)

Closing NAV 107.26 105.54 104.02

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments 0.00 0.00 0.00

Total direct transaction costs 0.01 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.01 0.02 0.01

Operating charges 0.40 0.40 0.53

Return after charges +1.63 +3.11 +6.76

Other information

Closing NAV (£’000) 21 21 21

Number of shares 20,000 20,000 20,000

Highest share price (UK p) 107.68 107.93 106.97

Lowest share price (UK p) 104.48 103.92 98.70

Sterling Class ‘PP’ Accumulation share
performance
The share class was launched on 8 April 2019.

Change in NAV per
share

Six months
to 31.10.22

Year to
30.04.22

Year to
30.04.21

UK p UK p UK p

Opening NAV 108.30 105.06 98.36

Return before operating
charges

1.99 3.67 7.23

Operating charges (0.22) (0.43) (0.53)

Return after operating
charges

1.77 3.24 6.70

Distributions n/a (1.33) (1.53)

Retained distributions n/a 1.33 1.53

Closing NAV 110.07 108.30 105.06

Direct transaction costs UK p UK p UK p

Costs before dilution
adjustments

0.01 0.02 0.01

Dilution adjustments 0.00 0.00 0.00

Total direct transaction costs 0.01 0.02 0.01

Performance and charges % % %

Direct portfolio transaction
costs

0.01 0.02 0.01

Operating charges 0.40 0.40 0.52

Return after charges +1.63 +3.08 +6.81

Other information

Closing NAV (£’000) 71 40 41

Number of shares 64,180 37,329 39,396

Highest share price (UK p) 110.50 108.97 105.88

Lowest share price (UK p) 107.22 104.93 97.70
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Statement of total return
for the six months to 31 October 2022 2021

£’000 £’000 £’000 £’000

Income

Net capital gains/(losses) 483 661

Revenue 980 766

Expenses (108) (104)

Interest payable and similar charges (2) (1)

Net revenue/(expense) before taxation 870 661

Taxation (149) (91)

Net revenue/(expense) after taxation 721 570

Total return before equalisation 1,204 1,231

Equalisation 26 (16)

Change in net assets attributable to shareholders from
investment activities

1,230 1,215

Statement of change in net assets attributable to shareholders
for the six months to 31 October 2022 2021

£’000 £’000 £’000 £’000

Opening net assets attributable to shareholders 68,708 70,516

Amounts received on issue of shares 7,124 1,051

Amounts paid on cancellation of shares (1,789) (3,491)

5,335 (2,440)

Change in net assets attributable to shareholders from
investment activities (see above)

1,230 1,215

Closing net assets attributable to shareholders 75,273 69,291

Interest payable and similar charges of £2,000 (2021: £1,000) has been reclassified from ‘Expenses’ within the statement of total return.
The opening net assets attributable to shareholders for 2022 differs to the closing position in 2021 by the change in net assets attributable to shareholders for
the second half of the comparative financial year.
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Balance sheet
as at 31 October 2022 30 April 2022

£’000 £’000

Assets

Fixed assets

Investments 71,703 65,993

Current assets

Debtors 329 286

Cash and bank balances 3,695 3,980

Total assets 75,727 70,259

Liabilities

Investment liabilities (167) (1,400)

Creditors

Other creditors (287) (151)

Total liabilities (454) (1,551)

Net assets attributable to shareholders 75,273 68,708

M&G Global Target Return Fund

Financial statements and notes
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Notes to the financial statements
Accounting policies
The financial statements have been prepared in accordance with the ‘Accounting policies’ set out on page 5.

Distribution policy
In determining the amount available for distribution to Income shares, the annual charge is offset against capital,
increasing the amount available for distribution whilst restraining capital performance to an equivalent extent.
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Accumulation shares A type of share where distributions are
automatically reinvested and reflected in the value of the
shares.

Accumulation units A type of unit where distributions are
automatically reinvested and reflected in the value of the units.

Asset Anything having commercial or exchange value that is
owned by a business, institution or individual.

Asset allocation Apportioning a portfolio’s assets according
to risk tolerance and investment goals.

Asset class Category of assets, such as cash, company
shares, fixed income securities and their sub-categories, as
well as tangible assets such as real estate.

Bond A loan in the form of a security, usually issued by a
government or company, which normally pays a fixed rate of
interest over a given time period, at the end of which the initial
amount borrowed is repaid.

Bond issue A set of fixed income securities offered for sale to
the public by a company or government. If the bonds are sold
for the first time, it is called a ‘new issue’.

Bottom-up selection Selecting stocks based on the
attractiveness of a company.

Bunds Fixed income securities issued by the German
government.

Capital Refers to the financial assets, or resources, that a
company has to fund its business operations.

Capital growth Occurs when the current value of an
investment is greater than the initial amount invested.

Capital return The term for the gain or loss derived from an
investment over a particular period. Capital return includes
capital gain or loss only and excludes income (in the form of
interest or dividend payments).

Cash equivalents Deposits or investments with similar
characteristics to cash.

Charity Authorised Investment Fund (CAIF) An investment
entity that is both a registered charity and an authorised
investment fund. The CAIF must comply with charity law as
well as financial services laws and regulations, and is usually
treated as a registered charity for tax purposes.

Comparative sector A group of funds with similar investment
objectives and/or types of investment, as classified by bodies
such as the Investment Association (IA) or Morningstar™.
Sector definitions are mostly based on the main assets a fund
should invest in, and may also have a geographic focus.
Sectors can be the basis for comparing the different
characteristics of similar funds, such as their performance or
charging structure.

Consumer Prices Index (CPI) An index used to measure
inflation, which is the rate of change in prices for a basket of
goods and services. The contents of the basket are meant to
be representative of products and services we typically spend
our money on.

Convertible bonds Fixed income securities that can be
exchanged for predetermined amounts of company shares at
certain times during their life.

Corporate bonds Fixed income securities issued by a
company. They are also known as bonds and can offer higher
interest payments than bonds issued by governments as they
are often considered more risky.

Coupon The interest paid by the government or company that
has raised a loan by selling bonds.

Credit The borrowing capacity of an individual, company or
government. More narrowly, the term is often used as a
synonym for fixed income securities issued by companies.

Credit default swaps (CDS) Are a type of derivative, namely
financial instruments whose value, and price, are dependent
on one or more underlying assets. CDS are insurance-like
contracts that allow investors to transfer the risk of a fixed
income security defaulting to another investor.

Credit rating An independent assessment of a borrower’s
ability to repay its debts. A high rating indicates that the credit
rating agency considers the issuer to be at low risk of default;
likewise, a low rating indicates high risk of default. Standard &
Poor’s, Fitch and Moody’s are the three most prominent credit
rating agencies. Default means that a company or government
is unable to meet interest payments or repay the initial
investment amount at the end of a security’s life.

Credit rating agency A company that analyses the financial
strength of issuers of fixed income securities and attaches a
rating to their debt. Examples include Standard & Poor’s and
Moody’s.

Credit risk Risk that a financial obligation will not be paid and
a loss will result for the lender.
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Credit selection The process of evaluating a fixed income
security, also called a bond, in order to ascertain the ability of
the borrower to meet its debt obligations. This research seeks
to identify the appropriate level of default risk associated with
investing in that particular bond.

Credit spread The difference between the yield of a
corporate bond, a fixed income security issued by a company,
and a government bond of the same life span. Yield refers to
the income received from an investment and is expressed as a
percentage of the investment’s current market value.

Default When a borrower does not maintain interest
payments or repay the amount borrowed when due.

Defaulted bond When a bond issuer does not maintain
interest payments or repay the amount borrowed when due.

Default risk Risk that a debtholder will not receive interest
and full repayment of the loan when due.

Derivatives Financial instruments whose value, and price, are
dependent on one or more underlying assets. Derivatives can
be used to gain exposure to, or to help protect against,
expected changes in the value of the underlying investments.
Derivatives may be traded on a regulated exchange or traded
over the counter.

Developed economy/market Well-established economies
with a high degree of industrialisation, standard of living and
security.

Dilution adjustments The dilution adjustment is used to
protect ongoing investors against the transaction charges
incurred in investing or divesting in respect of creations and
cancellations. The dilution adjustment is made up of the direct
and indirect transaction charges. In the financial statements
the direct transaction charges as a percentage of average
NAV will be disclosed. This percentage will take account of
those direct transaction charges that have been recovered
through the dilution adjustment leaving a percentage that just
represents the costs incurred in portfolio management.

Distribution Distributions represent a share in the income of
the fund and are paid out to Income shareholders or
reinvested for Accumulation shareholders at set times of the
year (monthly, quarterly, half-yearly or annually). They may
either be in the form of interest distributions or dividend
distributions.

Distribution yield Expresses the amount that is expected to
be distributed by the fund over the next 12 months as a
percentage of the share price as at a certain date. It is based
on the expected gross income less the ongoing charges.

Diversification The practice of investing in a variety of assets.
This is a risk management technique where, in a well-
diversified portfolio, any loss from an individual holding should
be offset by gains in other holdings, thereby lessening the
impact on the overall portfolio.

Dividend Dividends represent a share in the profits of a
company and are paid out to the company’s shareholders at
set times of the year.

Duration A measure of the sensitivity of a fixed income
security, also called a bond, or bond fund to changes in
interest rates. The longer a bond or bond fund’s duration, the
more sensitive it is to interest rate movements.

Duration risk The longer a fixed income security, also called a
bond, or bond fund’s duration, the more sensitive and
therefore at risk it is to changes in interest rates.

Emerging economy or market Economies in the process of
rapid growth and increasing industrialisation. Investments in
emerging markets are generally considered to be riskier than
those in developed markets.

Equities Shares of ownership in a company.

Exchange traded Usually refers to investments traded on an
exchange, such as company shares on a stock exchange.

Ex-dividend, ex-distribution or XD date The date on which
declared distributions officially belong to underlying investors.

Exposure The proportion of a fund invested in a particular
share/fixed income security, sector/region, usually expressed
as a percentage of the overall portfolio.

Fixed income security A loan in the form of a security, usually
issued by a government or company, which normally pays a
fixed rate of interest over a given time period, at the end of
which the initial amount borrowed is repaid. Also referred to
as a bond.

Floating rate notes (FRNs) Securities whose interest
(income) payments are periodically adjusted depending on the
change in a reference interest rate.

Foreign exchange The exchange of one currency for another,
or the conversion of one currency into another currency.
Foreign exchange also refers to the global market where
currencies are traded virtually around the clock. The term
foreign exchange is usually abbreviated as ‘forex’ and
occasionally as ‘FX’.
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Foreign exchange (FX) strategy Currencies can be an asset
class in its own right, along with company shares, fixed income
securities, property and cash. Foreign exchange strategy can
therefore be a source of investment returns.

Forward contract A contract between two parties to buy or
sell a particular commodity or financial instrument at a pre-
determined price at a future date. Examples include forward
currency contracts.

Fundamentals (company) A basic principle, rule, law, or the
like, that serves as the groundwork of a system. A company’s
fundamentals pertain specifically to that company, and are
factors such as its business model, earnings, balance sheet
and debt.

Fundamentals (economic) A basic principle, rule, law, or the
like, that serves as the groundwork of a system. Economic
fundamentals are factors such as inflation, employment,
economic growth.

Futures A futures contract is a contract between two parties
to buy or sell a particular commodity or financial instrument at
a predetermined price at a future date. Futures are traded on a
regulated exchange.

Gilts Fixed income securities issued by the UK government.

Government bonds Fixed income securities issued by
governments, that normally pay a fixed rate of interest over a
given time period, at the end of which the initial investment is
repaid.

Hedging A method of reducing unnecessary or unintended
risk.

High water mark (HWM) The highest level that a fund’s NAV
(net asset value) has reached at the end of any 12-month
accounting period.

High yield bonds Fixed income securities issued by
companies with a low credit rating from a recognised credit
rating agency. They are considered to be at higher risk of
default than better quality, i.e. higher-rated fixed income
securities but have the potential for higher rewards. Default
means that a company or government is unable to meet
interest payments or repay the initial investment amount at the
end of a security’s life.

Historic yield The historic yield reflects distributions declared
over the past 12 months as a percentage of the share price, as
at the date shown.

Income yield Refers to the income received from an
investment and is usually expressed annually as a percentage
based on the investment’s cost, its current market value or
face value.

Index An index represents a particular market or a portion of
it, serving as a performance indicator for that market.

Income shares A type of share where distributions are paid
out as cash on the payment date.

Income units A type of unit where distributions are paid out
as cash on the payment date.

Index tracking A fund management strategy that aims to
match the returns from a particular index.

Index-linked bonds Fixed income securities where both the
value of the loan and the interest payments are adjusted in
line with inflation over the life of the security. Also referred to
as inflation-linked bonds.

Inflation The rate of increase in the cost of living. Inflation is
usually quoted as an annual percentage, comparing the
average price this month with the same month a year earlier.

Inflation risk The risk that inflation will reduce the return of
an investment in real terms.

Initial public offering (IPO) The first sale of shares by a
private company to the public.

Interest rate risk The risk that a fixed income investment will
lose value if interest rates rise.

Interest rate swap An agreement between two parties to
swap a fixed interest payment with a variable interest payment
over a specified period of time.

Investment Association (IA) The UK trade body that
represents fund managers. It works with investment
managers, liaising with government on matters of taxation and
regulation, and also aims to help investors understand the
industry and the investment options available to them.

Investment grade bonds Fixed income securities issued by a
company with a medium or high credit rating from a
recognised credit rating agency. They are considered to be at
lower risk from default than those issued by companies with
lower credit ratings. Default means that a company or
government is unable to meet interest payments or repay the
initial investment amount at the end of a security’s life.

Issuer An entity that sells securities, such as fixed income
securities and company shares.
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Leverage When referring to a company, leverage is the level
of a company’s debt in relation to its assets. A company with
significantly more debt than capital is considered to be
leveraged. It can also refer to a fund that borrows money or
uses derivatives to magnify an investment position.

Liquidity A company is considered highly liquid if it has plenty
of cash at its disposal. A company’s shares are considered
highly liquid if they can be easily bought or sold since large
amounts are regularly traded.

Long position Refers to ownership of a security held in the
expectation that the security will rise in value.

Macroeconomic Refers to the performance and behaviour of
an economy at the regional or national level. Macroeconomic
factors such as economic output, unemployment, inflation and
investment are key indicators of economic performance.
Sometimes abbreviated to ‘macro’.

Maturity The length of time until the initial investment
amount of a fixed income security is due to be repaid to the
holder of the security.

Modified duration A measure of the sensitivity of a fixed
income security, called a bond, or bond fund to changes in
interest rates. The longer a bond or bond fund’s duration, the
more sensitive it is to interest rate movements.

Monetary easing When central banks lower interest rates or
buy securities on the open market to increase the money in
circulation.

Monetary policy A central bank’s regulation of money in
circulation and interest rates.

Monetary tightening When central banks raise interest rates
or sell securities on the open market to decrease the money in
circulation.

Morningstar™ A provider of independent investment
research, including performance statistics and independent
fund ratings.

Near cash Deposits or investments with similar
characteristics to cash.

Net asset value (NAV) A fund’s net asset value is calculated
by taking the current value of the fund’s assets and
subtracting its liabilities.

Ongoing Charge Figure The ongoing charge figure
represents the operating costs investors can reasonably
expect to pay under normal circumstances.

Open-ended investment company (OEIC) A type of managed
fund, whose value is directly linked to the value of the fund’s
underlying investments.

Options Financial contracts that offer the right, but not the
obligation, to buy or sell an asset at a given price on or before
a given date in the future.

Over-the-counter (OTC) Whereby financial assets are traded
directly between two parties. This is in contrast to exchange
trading, which is carried out through exchanges set up
specifically for the purpose of trading. OTC is also known as
off-exchange trading.

Overweight If a fund is ‘overweight’ a stock, it holds a larger
proportion of that stock than the comparable index or sector.

Payment date The date on which distributions will be paid by
the fund to investors, usually the last business day of the
month.

Physical assets An item of value that has tangible existence,
for example, cash, equipment, inventory or real estate.
Physical assets can also refer to securities, such as company
shares or fixed income securities.

Portfolio transaction cost The cost of trading, such as
brokerage, clearing, exchange fees and bid-offer spread as
well as taxes such as stamp duty.

Preference shares Preference shares are a loan to a company
that may be traded in the same way as ordinary shares, but
generally have a higher yield and pay dividends on fixed dates.
Preference shares have varying characteristics as to the
treatment of the principal and the dividend payment, which
includes ranking them above ordinary shares when it comes to
dividend payments.

Principal The face value of a fixed income security, which is
the amount due back to the investor by the borrower when the
security reaches the end of its life.

Private placement An offer of sale of securities to a relatively
small number of investors selected by the company, generally
investment banks, mutual funds, insurance companies or
pension funds.

Property Expense Ratio (PER) Property expenses are the
operating expenses that relate to the management of the
property assets in the portfolio. These include: insurance and
rates, rent review and lease renewal costs and maintenance
and repairs, but not improvements. They depend on the level
of activity taking place within the fund. The Property Expense
Ratio is the ratio of property expenses to the fund’s net asset
value.
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Real yield The return of an investment, adjusted for changes
in prices in an economy.

Retail Prices Index (RPI) A UK inflation index that measures
the rate of change in prices for a basket of goods and services
in the UK, including mortgage payments and council tax.

Risk The chance that an investment’s return will be different
to what is expected. Risk includes the possibility of losing
some or all of the original investment.

Risk management The term used to describe the activities
the fund manager undertakes to limit the risk of a loss in a
fund.

Risk premium The difference between the return from a risk-
free asset, such as a high-quality government bond or cash,
and the return from an investment in any other asset. The risk
premium can be considered the ‘price’ or ‘pay-off’ for taking
on increased risk. A higher risk premium implies higher risk.

Risk-free asset An asset that notionally carries no risk of non-
payment by the borrower such as a high-quality fixed income
security issued by a government or cash.

Risk/reward ratio A ratio comparing the expected returns of
an investment with the amount of risk undertaken.

Safe-haven assets Refers to assets that investors perceive to
be relatively safe from suffering a loss in times of market
turmoil.

Security Financial term for a paper asset – usually a share in
a company or a fixed income security also known as a bond.

Share class Each M&G fund has different share classes, such
as A, R and I. Each has a different level of charges and
minimum investment. Details on charges and minimum
investments can be found in the Key Investor Information
Documents.

Share class hedging Activities undertaken in respect of
hedged shares to mitigate the impact on performance of
exchange rate movements between the fund’s currency
exposure and the investor’s chosen currency.

Short position A way for a fund manager to express his or her
view that the market might fall in value.

Short selling This often refers to the practice whereby an
investor sells an asset they do not own. The investor borrows
the asset from someone who does own it and pays a fee. The
investor must eventually return the borrowed asset by buying
it in the open market. If the asset has fallen in price, the
investor buys it for less than they sold it for, thus making a
profit. The contrary may also occur.

Short-dated corporate bonds Fixed income securities issued
by companies and repaid over relatively short periods.

Short-dated government bonds Fixed income securities
issued by governments and repaid over relatively short
periods.

Sovereign debt Debt of a government. Also referred to as
government bonds.

Sub-investment grade bonds Fixed income securities issued
by a company with a low rating from a recognised credit rating
agency. They are considered to be at higher risk from default
than those issued by companies with higher credit ratings.
Default means that a company or government is unable to
meet interest payments or repay the initial investment amount
at the end of a security’s life.

Suspended Temporarily halting the trading of a listed security
on the stock exchange. It can be voluntary (requested by the
issuing company) or imposed by regulators. Typically, trading
suspensions are introduced ahead of important news
announcements, following technical glitches, or due to
regulatory concerns.

Swing pricing Swing pricing is a method of protecting long-
term shareholders in the fund from bearing the costs of
transactions carried out by shorter-term investors. When
investors buy or sell shares in the fund, the fund manager has
to buy or sell underlying securities to either invest the cash
obtained from investors, or to provide them with cash in
exchange for their shares. Swing pricing essentially adjusts
the fund shares’ daily price to take into account the costs of
buying or selling the underlying securities held by the fund.
This ensures that transaction costs such as brokerage fees
and administrative charges are borne by those investors who
trade shares in the fund, not by those who remain invested in
the fund. (Also see dilution adjustment).

Top-down investing An investment approach that analyses
economic factors, i.e. surveys the ‘big picture’, before
selecting which companies to invest in. The top-down investor
will look at which industries are likely to generate the best
returns in certain economic conditions and limit the search to
that area.

Total return The term for the gain or loss derived from an
investment over a particular period. Total return includes
income (in the form of interest or dividend payments) and
capital gains.

Treasuries Fixed income securities issued by the US
government.
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Triple A or AAA rated The highest possible rating a fixed
income security, also called a bond, can be assigned by credit
rating agencies. Bonds that are rated AAA are perceived to
have the lowest risk of default. Default means that a company
or government is unable to meet interest payments or repay
the initial investment amount at the end of a security’s life.

UCITS Stands for Undertakings for Collective Investment in
Transferable Securities. This is the European regulatory
framework for an investment vehicle that can be marketed
across the European Union and is designed to enhance the
single market in financial assets while maintaining high levels
of investor protection.

Unconstrained The term used to describe the mandate of a
fund whereby the manager has the freedom to invest
according to his or her own strategy, not being obliged to
allocate capital according to the weightings of any index, for
example.

Underlying value The fundamental value of a company,
reflecting both tangible and intangible assets, rather than the
current market value.

Underlying yield Refers to the income received by a managed
fund, and is usually expressed annually as a percentage based
on the fund’s current value.

Underweight If a portfolio is ‘underweight’ a stock, it holds a
smaller proportion of that stock than the comparable index or
sector.

Unit trust A type of managed fund, whose value is directly
linked to the value of the fund’s underlying investments.

Unit/share type Type of units/shares held by investors in a
trust or fund (unit/share types differ by features such as
whether income is to be paid out as cash or reinvested on the
payment date).

Unlisted/unquoted stocks Shares of ownership in companies
that are not listed on a public exchange, known as private
companies.

Valuation The worth of an asset or company based on its
current price.

Volatile When the value of a particular share, market or
sector swings up and down fairly frequently and/or
significantly, it is considered volatile.

Volatility The degree to which a given security, fund, or index
rapidly changes. It is calculated as the degree of deviation
from the norm for that type of investment over a given time
period. The higher the volatility, the riskier the security tends
to be.

Warrant A security issued by a company that gives the holder
the right to buy shares in that company at a specified price
and within a certain timeframe.

Yield This refers to either the interest received from a fixed
income security or to the dividends received from a share. It is
usually expressed as a percentage based on the investment’s
costs, its current market value or its face value. Dividends
represent a share in the profits of the company and are paid
out to a company’s shareholders at set times of the year.

Yield (equity) Refers to the dividends received by a holder of
company shares and is usually expressed annually as a
percentage based on the investment’s cost, its current market
value or face value. Dividends represent a share in the profits
of the company and are paid out to a company’s shareholders
at set times of the year.

Yield (bonds) This refers to the interest received from a fixed
income security and is usually expressed annually as a
percentage based on the investment’s cost, its current market
value or its face value.

Yield (income) Refers to the income received from an
investment and is usually expressed annually as a percentage
based on the investment’s cost, its current market value or
face value.

M&G Securities Limited is authorised and regulated by the Financial
Conduct Authority and provides investment products. The Company’s
registered office is 10 Fenchurch Avenue, London EC3M 5AG. Registered in
England: No. 90776.
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