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Economic overview

Real GDP growth

The relatively mild infection produced by the dominant Omicron
COVID-19 variant meant that many economies were able to
reduce restrictions and move towards fully reopening during the
quarter, aiding global economic growth. However, in China, strict
COVID-19 curbs and continued uncertainty in its property sector
hampered economic activity in the country somewhat. The price
rises seen on many goods and services globally over the past year
continued during the period, a problem that was exacerbated by
Russia's military invasion of Ukraine in late February. The conflict
sent prices in energy markets (oil and gas) and other key
commodity markets soaring as production shutdowns and
international sanctions began to hit the Russian economy. Global
economic activity began to be negatively affected, particularly in
Europe where many nations rely on Russian gas supplies. The US
Federal Reserve and the Bank of England both raised interest
rates in response to the ongoing inflationary environment.

Source: Refinitiv Datastream, April 2022

Market overview

Equity market performance v. FTSE World Index (1st quarter 2022)

Global inflationary fears and Russia's invasion of Ukraine were the
two themes that dominated global financial markets during the
quarter. Rising inflation expectations weighed heavily on both
bonds and shares in most major markets, as investors fretted over
the impact of higher prices on consumers and businesses, and
anticipated a much faster pace of interest rate rises from the
world's major central banks. The conflict between Russia and
Ukraine acted as another catalyst for commodity price rises. The
added geopolitical uncertainty weighed heavily on many
emerging markets, particularly those closest to the conflict zone.
However, some markets further afield, such as in Latin America,
and notable oil-producing nations performed well. Assets that are
traditionally seen as safer bets, such as the US dollar and gold also
benefited. The yields on government bonds in the UK, US and
Europe rose sharply throughout the quarter (prompting notable
losses for many bond investors).

UK equities
The UK stockmarket, led by the FTSE 100 larger companies index,
proved to be remarkably resilient in a difficult start to the year,
ending just in positive territory for a sixth-successive quarter and
ahead of the major regional equity markets in local currency
terms. The dominant events of the first quarter were the crisis in
Ukraine and swingeing sanctions on Russia. Risk appetite
improved towards the period end as the two sides met for peace
talks. Before these took centre stage, investors had been fretting
about a sharp uptick in inflation, to 6.2% in the UK - caused by
surging commodity prices and supply disruptions - leading bond
yields to spike upwards in anticipation of tighter monetary policy.
The Bank of England duly raised interest rates twice to 0.75%.
Against this background, a weaker trend in sterling supported the
FTSE 100, along with a substantial exposure to resources and
more defensive sectors such as pharmaceuticals, telecoms,
tobacco and utilities, as well as banks which benefited from the
interest rate move.

Past performance is not a guide to future performance.
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Equity index performance

Source: Refinitiv Datastream

UK equity market indices (12 months to 31.03.22)

Sterling
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UK bonds

Gilt indices (12 months to 31.03.22)

The first quarter of 2022 was a volatile period for fixed income
markets, initially driven by concern that interest rates would
need to be increased more aggressively to tackle surging
inflation. The Russian invasion of Ukraine on 24 February became
the dominant theme in the latter weeks of the quarter, with a
surge in wheat and energy prices expected to put even further
pressure on inflation. Against this backdrop, UK government
bonds (gilts) delivered negative returns as the 10-year gilt yield
climbed above 1.7%, reaching its highest level in since 2016. UK
corporate bonds were also in negative territory with the
downturn in risk appetite leading to weakness across credit
markets.

UK property

Equivalent yields (to 28.02.22)

UK commercial property enjoyed a solid start to 2022, with total
returns from all sectors providing a positive contribution in the
first quarter. Despite the high level of COVID-19 cases, rising
inflation and increasing interest rates (the Bank of England raised
rates by a quarter-of-a-point in February and March), investors
appear optimistic. We believe the reasons for the optimism are
improving economic and employment growth - both key drivers
of the demand for space - buoyant household savings, which are
supportive of a retail and leisure recovery, and employees
returning to the office, in a further sign of normality resuming.
Trends of the past few months remain in play, with ongoing
strong demand for industrials. Retail has seen a marked recovery,
primarily driven by retail warehouses. Demand for office space is
also steadily gaining traction, with undersupply at the prime end
allowing vacancy rates to stabilise. Secondary space, however,
has a more limited outlook for rental recovery.

International bonds

10-year government bond markets (12 months to 31.03.22)

Global fixed income markets underperformed across the board as
investors worried about inflation and increasingly hawkish central
bank rhetoric before events in Eastern Europe - Russia invaded
Ukraine on 24 February - cooled the lure for risk assets almost
completely. Bond yields, which move in an opposite direction to
bond prices, climbed steadily on core government bonds,
investment grade corporate bonds, and lower-rated high yield
bonds. It was a poor period for emerging market bonds, as the
Russia-Ukraine crisis increased fears over higher inflation and
slower economic growth in related debt markets. At the end of
March, small signs of a potential easing in the conflict partially
lifted investor appetite and yields steadied across certain bonds
as a result.
Local currency

Past performance is not a guide to future performance.
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North America

FTSE World North America Index (12 months to 31.03.22)

The first quarter of 2022 presented US investors with many
reasons to be wary of holding shares. Not only did inflation hit
levels not seen for 40 years, prompting the Federal Reserve to
raise interest rates for the first time since 2018, with many more
hikes predicted, but Russia launched an invasion of Ukraine.
Investors now have to consider what effect the conflict, and the
sanctions imposed on Russia, might have on the global economy.
US stockmarkets fell during the quarter, with falls led by the
technology-dominated Nasdaq, although losses were reduced by
strong rallies late in March. In terms of sectors, the biggest falls
were suffered by technology and consumer discretionary
companies, while energy producers rallied strongly, helped by
surging oil prices. Canada's stockmarket, however, delivered a
positive return, boosted by higher commodity prices.

Europe

FTSE World Europe (ex-UK) Index (12 months to 31.03.22)

The war in Ukraine and its consequences weighed heavily on
European equities in the first quarter. They fell and lagged other
major markets and regions. Concerns about inflation, which was
driven in part by surging commodities prices after Russia invaded
Ukraine, and rising interest rates dampened investor sentiment.
Austria was one of the weakest markets due to its relative
proximity to the conflict. Share prices in Ireland and the
Netherlands also fell sharply. In contrast, Norway, an oilproducing nation, was the standout performer, supported by
rising oil prices. Switzerland's stockmarket was relatively resilient
too. At the sector level, energy led the way as oil prices rallied.
Financials and healthcare also outperformed the broader market.
Meanwhile, consumer discretionary and information technology
were notable laggards.

Japan
The Japanese stockmarket fell in the first quarter and lagged the
MSCI World Index. Fears of an economic slowdown in China (one
of Japan's largest trading partners) continue to weigh on
investors' minds; however, the recent reporting season (for the
quarter ending December 2021) in Japan, has generally produced
positive surprises. This continues to produce more ongoing
evidence of an increasingly resilient profits structure in Japan, in
our view. Over the quarter, the better-performing sectors
included utilities, communication services and financials (shares
in banks rose on the back of expectations of higher interest rates,
which can improve profitability). Conversely, healthcare and
technology lagged the broader market. Some of the companies in
these sectors are high-growth and tend to be more sensitive to
the prospect of rising interest rates.

Past performance is not a guide to future performance.

FTSE World Japan Index (12 months to 31.03.22)
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Pacific Basin Ex-Japan

FTSE All World Asia Pacific ex Japan Index (12 months to 31.03.22)

Asia Pacific ex Japan performed broadly in line with other markets
around the world in the first quarter of 2022, although once again
its largest constituent market, China, performed poorly. China has
stuck to a strict 'zero-COVID' approach to controlling the spread
of the coronavirus, and along with uncertainty in its property
sector, this has hurt economic growth. The South Korean
stockmarket (which has a large weighting in technology stocks)
was also a notable laggard. Conversely, better-performing
stockmarkets included Indonesia and Australia, both resourcerich countries which benefited from higher commodity prices.
Aside from the technology sector, healthcare and consumer
discretionary stocks also underperformed. Unsurprisingly, energy
and materials stocks outperformed on the back of higher oil and
commodity prices, respectively, whilst shares in banks rose on the
back of expectations of higher interest rates, which can improve
profitability.

Emerging markets

MSCI Emerging Markets Index (12 months to 31.03.22)

Emerging market equities experienced a rough time in the first
quarter, with the worries about interest rate rises in the US and
the war in Ukraine unsettling investors. Russia's stockmarket and
currency tumbled following Russia's invasion of Ukraine and the
introduction of Western sanctions. Hungary and Poland also
declined, given their proximity to the conflict. Chinese shares
were dragged down by concerns about rising COVID-19 cases and
the economic outlook. It was a far brighter picture for
commodity-producing nations, notably in Latin America, which
benefited from surging energy and materials prices. Brazil and
Peru rallied, while higher oil prices buoyed Kuwait and Qatar.
From a sector perspective, financials, materials and utilities led
the way, whereas energy (which includes Russian oil companies),
consumer discretionary and information technology trailed the
broader market.

Please note that the views on markets expressed in this report are those of M&G as at 31.03.22 and should not be taken as investment
recommendations. Past performance is not a guide to future performance. The value and income from the fund’s assets will go down as
well as up. This will cause the value of your investment to fall as well as rise. There is no guarantee that the fund will achieve its objective
and you may get back less than you originally invested.
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Market Data
1st Quarter 2022%

12 months to 31.03.22%

Local

Sterling

Local

Sterling

FTSE World

-4.2

-2.0

11.2

14.9

FTSE All World ex UK

-4.9

-2.6

8.9

12.6

FTSE All-Share

0.5

0.5

13.0

13.0

FTSE 100

2.9

2.9

16.1

16.1

FTSE Mid 250

-9.5

-9.5

0.5

0.5

FTSE Small Cap

-6.2

-6.2

5.3

5.3

FTSE World Europe (ex UK)

-7.9

-7.1

6.0

6.5

FTSE World France

-6.8

-6.2

10.8

9.9

-10.8

-10.2

-6.3

-7.1

FTSE World Italy

-8.3

-7.7

3.0

2.2

FTSE World Spain

-2.1

-1.5

2.4

1.6

FTSE World North America

-4.8

-2.1

14.2

19.7

S&P 500 Composite Index

-4.6

-1.9

15.7

21.2

FTSE World Japan

-1.2

-3.5

2.4

-2.3

Nikkei 225

-3.4

-5.7

-4.7

-9.0

FTSE All World Asia Pac (ex Jp)

-4.4

-2.2

-6.9

-4.3

3.6

10.1

15.7

19.5

Equity index total returns*

FTSE World Germany

FTSE Australia
FTSE China (All Cap)

-13.5

-11.4

-30.5

-27.7

FTSE Hong Kong

-3.4

-1.0

-13.7

-10.2

FTSE Korea

-7.4

-6.5

-11.3

-13.2

FTSE Singapore

10.2

12.9

13.9

18.5

FTSE Thailand

4.0

7.4

7.5

5.8

MSCI Emerging Markets

-6.1

-4.3

-9.6

-6.8

MSCI Brazil

16.0

39.9

5.3

31.0

MSCI Argentina

18.8

22.2

52.8

60.1

5.9

11.8

24.9

34.3

10.3

24.0

13.1

19.8

MSCI Mexico
MSCI South Africa
*Returns include income
Source: Refinitiv Datastream.
All data is sourced from M&G unless otherwise stated.

Past performance is not a guide to future performance. The value and income from the fund’s assets will go down as well as up. This will
cause the value of your investment to fall as well as rise. There is no guarantee that the fund will achieve its objective and you may get back
less than you originally invested. The fund can be exposed to different currencies. Movements in currency exchange rates may adversely
affect the value of your investments.
For definitions of the investment terminology used within this document please see the glossary at:
www.mandg.com/investments/private-investor/en-gb/help-centre/glossary
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1st Quarter 2022%

12 months to 31.03.22%

Local

Sterling

Local

Sterling

FTSE Actuaries UK Conventional Gilts All Stocks Index

-7.2

-7.2

-5.1

-5.1

UK gilts under 5 years

-1.4

-1.4

-2.3

-2.3

UK gilts 5 - 15 years

-4.8

-4.8

-4.7

-4.7

-12.3

-12.3

-7.2

-7.2

FTSE Actuaries UK Index-Linked Gilts All Stocks Index

-5.5

-5.5

5.1

5.1

iBoxx £ Non-Gilts Index

-6.2

-6.2

-5.2

-5.2

Salomon World Govt Bond Index

-6.5

-3.8

-7.7

-3.3

Bond index total returns*

UK gilts over 15 years

10-yr benchmark bond returns*

Yield as at
31.03.22 (%)

UK

1.6

-5.4

-5.4

-5.3

-5.3

US

2.3

-7.0

-4.4

-2.8

1.9

Japan

0.2

-1.2

-3.5

-0.6

-5.2

Germany

0.5

-6.3

-5.7

-7.1

-7.9

France

0.8

-5.8

-5.2

-6.9

-7.6

Exchange rate as
at 31.03.22

Q-Q chg %

Dollar

1.3167

2.9

–

4.8

–

Euro

1.18335

0.7

–

-0.8

–

Yen

159.8084

-2.4

–

-4.6

–

Currency changes vs sterling

Interest rates

Y-Y chg %

Rates as at
31.03.22 (%)

UK base rate

0.75

0.5

0.7

US Fed Funds rate

0.50

0.3

0.3

ECB base rate

0.00

0.0

0.0

Commodities

Price level as at
31.03.22

Oil (Brent crude) US$ per barrel
Gold bullion US$/troy oz
Comm Research Bureau Index

107.5

37.1

41.0

69.2

77.3

1,941.2

6.5

9.6

13.9

19.3

NA

NA

NA

NA

*Returns include income
Source: Refinitiv Datastream.
All data is sourced from M&G unless otherwise stated.

Past performance is not a guide to future performance. The value and income from the fund’s assets will go down as well as up. This will
cause the value of your investment to fall as well as rise. There is no guarantee that the fund will achieve its objective and you may get back
less than you originally invested. The fund can be exposed to different currencies. Movements in currency exchange rates may adversely
affect the value of your investments.
For definitions of the investment terminology used within this document please see the glossary at:
www.mandg.com/investments/private-investor/en-gb/help-centre/glossary
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Contacts
Client Directors
Lian Golton
020 8162 1666*
Orla Haughey
020 8162 3638*
Equities.Client.Team@mandg.co.uk**
www.mandg.com/investments/institutional/en-gb/funds
For security purposes and to improve the quality of our service, we may record and
monitor telephone calls.
** Please note that information contained within an email cannot be guaranteed as
secure. We advise that you do not include any sensitive information when
corresponding with M&G in this way.
*

M&G Investments Pooled Pensions manages a full range of funds on
both an active and passive basis for defined benefit and defined
contribution clients. We believe that the quality of client service is an
important part of our overall pooled fund service. Our team of Client
Directors is responsible for all aspects of our relationships with
individual clients, including regular attendance at trustee meetings to
present performance and investment strategy.

Please note that the views on markets expressed in this report are those of M&G as at 31.03.22 and should not be taken as investment recommendations issued by M&G Financial Services Limited, which is
authorised and regulated by the Financial Conduct Authority in the UK. M&G Pooled Pension funds are provided under an insurance contract issued by Prudential Pensions Limited and Prudential Pensions
Limited has appointed M&G Financial Services Limited as a distributor of its products. The registered office of both companies is 10 Fenchurch Avenue, London EC3M 5AG. Both companies are registered in
England under numbers 923891 and 992726 respectively. Apr 22 / 61483

