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UCITS HAVE NO GUARANTEED RETURN, AND PAST PERFORMANCE IS NOT A GUIDE TO FUTURE PERFORMANCE 

Marketing communication. For Investment Professionals only 

• Despite a challenging backdrop, the fund delivered strong results relative to its benchmark and peer group in the year to 

the end of May 2022 

• The team is ‘following the value’ towards quality areas of the market 

• While broad based sentiment towards Chinese stocks continues to be weak, we see value on offer 

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 investment. 

War, inflation and recession fears 

Global stockmarkets have fallen steeply in the first half of 

2022 as worries about war, inflation and recession have 

driven a significant increase in market volatility.  

Russia’s invasion of Ukraine on 24 February was a major 

factor behind investors’ nervousness, with consequences 

that reverberated across the globe. The war and 

subsequent sanctions caused a surge in commodities 

prices, which exacerbated already high inflationary 

pressures. Central banks, notably the US Federal Reserve, 

responded by raising interest rates to curb soaring 

inflation. However, tighter monetary policy prompted 

fears of an economic slowdown.  

Events in China also weighed on sentiment. Investors 

worried about the economic cost of the country’s zero-

COVID strategy, which placed entire cities in lockdown 

and caused a slowdown in economic activity. This 

compounded concerns about the country’s property 

market and a regulatory crackdown.  

Emerging market equities have been marginally more 

resilient so far this year than developed market stocks, 

largely as the S&P 500 Index of US stocks experienced a 

Figure 1: Global stockmarkets have fallen in the 2022 amid worries about war, inflation and recession 

Source: Refinitiv, 22 June 2022. Index price returns in USD. Rebased to 100 at 31 December 2021. 
Past performance is not a guide to future performance  
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drop of 20% in the period, a fall that typically defines a 

‘bear’ market (see Figure 1).  

While stockmarkets in China, India, South Korea and 

Taiwan declined, it was a positive period for emerging 

markets sensitive to commodities. In Latin America, Brazil 

and Chile registered healthy gains. Oil-producing nations 

Kuwait, Qatar and the United Arab Emirates rose, while 

Indonesia also advanced. 

Financials and utilities were among the best-performing 

sectors. In contrast, information technology and 

healthcare were the weakest areas. Energy declined 

despite higher oil prices, dragged down by Russian 

stocks, which were removed from the index. Investors 

are reminded that investing in emerging markets 

involves a greater risk of loss due to greater political, 

tax, economic, foreign exchange, liquidity and regulatory 

risks, among other factors. There may be difficulties in 

buying, selling, safekeeping or valuing investments in 

such countries. 

Robust relative performance 

Against this challenging background, the fund’s 

performance has held up very well and it is ahead of the 

benchmark index year to date (see Figure 2). The fund 

also ranks top quartile in the Morningstar Global 

Emerging Markets Equity sector over the same period. 

Robust gains by Brazilian stocks, including utility firm 

Eletrobras, which has benefited from privatisation plans, 

and energy and financial holdings, have supported 

relative performance. They have helped make up for our 

Russian holdings, notably energy firm Lukoil and financial 

group Sberbank, which were all valued at zero after Russia 

invaded Ukraine. Investors are reminded that past 

performance is not a guide to future performance. 

Following the value to quality 

There have been some significant share price moves in 

the volatile market conditions we have seen this year. Our 

response, as always, has been to focus on the long term 

and look for a potential dislocation between company 

fundamentals (operational and financial performance) 

and valuations. Where company share prices have fallen, 

we have assessed if there has been any actual 

deterioration to the company’s underlying business and 

growth prospects or whether investors had reacted to 

macroeconomic or geopolitical uncertainty.  

Figure 2: Performance in euros 

 

 

 

 

 

 

 

 

Past performance is not a guide to future performance.  

* The benchmark is a comparator against which the fund’s performance can be measured. It is a net return index which includes 

dividends after the deduction of withholding taxes. The index has been chosen as the fund’s benchmark as it best reflects the 

scope of the fund’s investment policy. The benchmark is used solely to measure the fund’s performance and does not constrain 

the fund's portfolio construction. The fund is actively managed. The investment manager has complete freedom in choosing 

which investments to buy, hold and sell in the fund. The fund’s holdings may deviate significantly from the benchmark’s 

constituents. 

Prior to 26 October 2018 the benchmark was the MSCI Emerging Markets Index (Gross Return). Thereafter it is the MSCI 

Emerging Markets Net Return Index. Net Return indices include dividends after the deduction of withholding taxes. 

Fund performance prior to 26 October 2018 is that of the equivalent UK authorised OEIC, which merged into this fund on 26 

October 2018. Tax rates and charges may differ . 

Since launch refers to the launch date of the equivalent OEIC. 

*Benchmark is Gross Return prior to 26 October 2018 and Net Return after this date. 

Source: Morningstar Inc., 31 May 2022. Morningstar Wider Universe, euro A class shares, income reinvested, price to price. 

Benchmark returns are stated in EUR terms. 

3 months
%

YTD 2022
%

1 year
%

3 years
% pa

5 years
% pa

Since launch
05 Feb 2009

% pa

M&G (Lux) Global Emerging Markets Fund 3.2 1.6 0.7 6.1 4.2 9.5

Benchmark* -2.8 -6.3 -8.5 6.4 4.9 9.6

Morningstar Global Emerging Markets Equity sector average -3.8 -9.4 -11.1 5.5 3.8 8.3

Quartile ranking 1 1 1 2 3 1

To end 
Q1 2022 

%

2021
%

2020
%

2019
%

2018
%

2017
%

2016
%

2015
%

2014
%

2013
%

2012
%

M&G (Lux) Global Emerging Markets Fund 0.7 11.4 -5.2 25.1 -13.5 12.7 19.0 -6.4 3.0 -4.3 18.7

Benchmark* -4.9 4.9 8.5 20.6 -10.0 21.0 14.9 -4.9 11.8 -6.5 16.8
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At least 80% of the fund is invested in the shares of 

companies domiciled, or conducting the major part of 

their economic activity, in emerging market countries. The 

fund may invest in China A-Shares via the Shanghai-Hong 

Kong Stock Connect and the Shenzhen-Hong Kong Stock 

Connect. Stock selection is driven by in-depth analysis of 

individual companies, with a specific focus on profits, 

corporate governance practices and valuation. Stocks are 

selected with distinct profitability profiles to build a fund 

that has the potential to cope in a variety of market 

conditions.  

Over the past six months, we identified several companies 

that we felt had become attractively valued in the market 

turbulence. One area where valuations became more 

attractive, in our view, was higher quality stocks and this 

led us to add to our existing positions in technology firms 

Samsung Electronics and TSMC and start a position in 

Indian financial group HDFC. Although this had the effect 

of increasing the weighting of the ‘quality’ bucket in the 

portfolio (see Figure 3), it was not a strategic shift to 

quality but rather a result of following the value signals.  

We can illustrate this point with the case of Taiwanese 

semiconductor firm TSMC. At the start of 2022, TSMC was 

a large underweight position (-5.9%), relative to the 

benchmark index. (It is one of the largest stocks in the 

MSCI EM Index). We had previously reduced the holding 

as the shares had performed well and moved well beyond 

our assessment of fair value, and we reallocated the 

proceeds to stocks that we considered more attractive 

opportunities such as Chinese e-commerce firm Alibaba. 

TSMC’s shares have fallen in value since their peak in 

early January 2022 and have moved back into a sensible 

valuation territory, in our opinion. We believe the 

company’s long-term fundamentals remain positive but 

the market is concerned about a slowdown in logic chip 

pricing as supply catches up with demand and inventory 

builds in the supply chain. While we are unlikely to go 

overweight at this valuation, we have used the stock’s 

weakness to pare back our underweight to -2.7% at the 

end of May.  

We are committed to our philosophy of sizing positions, 

when we have confidence in the long-term fundamentals 

of the companies we invest in, at the right valuation. In 

our view, TSMC remains a best-in-class operator but there 

is a price for quality and when we move within or outside 

our valuation tolerance, we will add to or reduce a 

holding accordingly.  

In relation to Samsung, the South Korean consumer 

electronics and memory chip company looks very lowly 

valued to us. It has a huge amount of cash on the balance 

sheet which we believe will either be distributed as an 

extra dividend or used for mergers and acquisitions. If the 

firm opts for the latter, it would have to be meaningful 

and we are unsure how the market would take this.  

Figure 3: Finding value in quality stocks 

Breakdown of fund ‘buckets’ 
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In our view, the stock currently offers an attractive 

dividend yield, and we think the company’s capital 

allocation is sensible. Despite a perceived slowdown in 

the memory space, we believe the company is sufficiently 

diversified elsewhere. 

While we have been adding reasonably priced growth 

stocks to the portfolio, we have taken profits from some 

of our more cyclical holdings following healthy gains. 

Most notably we reduced our positions US-listed oil and 

gas explorer Kosmos Energy and Canada-listed copper 

miner First Quantum Minerals which rallied on higher 

commodities price. We also sold some shares in Brazilian 

lender Banco Bradesco and South African lender Absa. As 

discussed above, we scale our position sizes according to 

what we consider is the attractiveness of the valuation 

and we could therefore increase these positions again if 

the valuations become more attractive to us.  

Contrarian approach to China 

As value-oriented investors, we are often drawn to out-of-

favour, unloved parts of the market. China has certainly 

been shunned by many investors this year but our 

contrarian instincts led us to look beyond the negative 

headlines about COVID-19 restriction and a slowing 

economy to search for promising investments there.  

In our view, China’s stockmarket had become extremely 

lowly valued and by combining a rigorous fundamental 

approach with a consideration of valuations, we found 

some attractive opportunities. We added to our position 

in Alibaba, which has been hurt by concerns about weaker 

consumer spending and increasing competition. We also 

bought more shares in online vehicle sales firm Autohome 

and in the healthcare sector, we added to our holdings in 

drugmakers Beigene and Zai Laboratory.  

These purchases continue the recent trend of returning to 

China. The fund has been underweight to China, relative 

to the benchmark, for many years, but this has been 

narrowed as we have found more opportunities there 

while other investors have been more pessimistic about 

developments in the country. 

Our confidence in this contrarian approach has been 

bolstered by a rebound in China’s stockmarket towards 

the end of period (see Figure 1). The reversal was driven 

by signs that China was easing some of its strict COVID 

restrictions, the announcement of stimulus measures to 

support the economy and a softening stance towards 

technology regulation. The latter was beneficial for our 

holding in Alibaba, which climbed in June and recouped 

most of its losses from earlier in the year.  

China’s recent stockmarket reversal has been very 

narrowly led by large internet stocks such as Alibaba and 

has yet to broaden out to the wider market. This prompts 

the question whether it is a tech rally rather than a China 

rally. If investor sentiment towards the outlook for China 

continues to improve, we believe that some of our other 

Chinese holdings such as financials Ping An and Far East 

Horizon and online vehicle sales firm Autohome could 

potentially benefit too.  

One area that we are thinking about currently is the 

potential increase in consumer demand once the 

economy reopens and the impact on the overall growth 

picture. There is a great deal of pessimism about China at 

the moment but in our view, there are reasons to be 

optimistic as the country gradually opens up once again. 

Outlook  

Worries about the macroeconomic and geopolitical 

outlook are likely to weigh on investors’ minds for some 

time. In this uncertain environment, we believe it is 

important to stick to our process and remain focused on 

finding well managed companies whose long-term 

prospects are being underappreciated. Our disciplined 

valuation approach is currently leading us to find 

opportunities in out of favour areas such as China. By 

taking the long view and focusing on fundamentals, we 

believe that we are able to identify promising investments 

created by market turbulence.  

 

 

Investing in this fund means acquiring units or shares in a fund, and not in a given underlying asset such as a building or 

shares of a company, as these are only the underlying assets owned by the fund. 

The fund invests mainly in company shares and is therefore likely to experience larger price fluctuations than funds that 

invest in bonds and/or cash. 

The views expressed in this document should not be taken as a recommendation, advice or forecast. 

Further risks associated with this fund can be found in the fund’s Prospectus. 
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UCITS HAVE NO GUARANTEED RETURN, AND PAST PERFORMANCE IS NOT A GUIDE TO FUTURE PERFORMANCE

 

 

 

For Investment Professionals, Institutional Investors, Accredited Investors and Professional Investors only. Not for onward distribution. No other persons 
should rely on any information contained within. Distribution of this document in or from Switzerland is not permissible with the exception of the distribution 
to Qualified Investors according to the Swiss Collective Investment Schemes Act, the Swiss Collective Investment Schemes Ordinance and the respective 
Circular issued by the Swiss supervisory authority ("Qualified Investors"). Supplied for the use by the initial recipient (provided it is a Qualified Investor) only. In 
Spain the M&G Investment Funds are registered for public distribution under Art. 15 of Act 35/2003 on Collective Investment Schemes as follows: M&G (Lux) 
Investment Funds 1 reg. no 1551. The collective investment schemes referred to in this document (the "Schemes") are open-ended investment companies 
with variable capital, incorporated in Luxembourg. The Portuguese Securities Market Commission (Comissão do Mercado de Valores Mobiliários, the “CMVM”) 
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584/2010 enabling the fund to be distributed to the public in Portugal. In the Netherlands, all funds referred to are UCITS and registered with the Dutch 
regulator, the AFM. M&G Luxembourg S.A. is the manager of the UCITS referred to in this document. Registered Office: 16, boulevard Royal, L-2449, 
Luxembourg. For Hong Kong only: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 
exercise caution in relation to the offer of any funds mentioned in it. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. Shares, units or other interests in the funds mentioned in this document may only be offered or sold in Hong Kong to 
persons who are “professional investors” as defined in the Securities and Futures Ordinance (“Ordinance”) and any rules made under the Ordinance – or in 
circumstances which are permitted under the Companies (Winding Up and Miscellaneous Provisions) Ordinance. In addition, distribution of this document in 
Hong Kong is restricted. It may not be issued or possessed for the purposes of issue, whether in Hong Kong or elsewhere, and shares, units or other interests 
in the funds mentioned may not be disposed of to any person unless such person is a “professional investor” as defined in the Ordinance and any rules made 
under the Ordinance or as otherwise may be permitted under Hong Kong law. For Singapore only: For “accredited investors” and “institutional investors” as 
defined under the Securities and Futures Act (Cap. 289) of Singapore (“SFA”) only. This document forms part of, and should be read in conjunction with, the 
Information Memorandum of the Fund and other communications permitted for offers made in reliance of prospectus exemptions under the SFA. All forms of 
investments carry risks. Such investments may not be suitable for everyone. M&G Investments (Hong Kong) Limited, M&G Investments (Singapore) Pte. Ltd. 
(Co. Reg. No. 201131425R), and M&G Luxembourg S.A. and the funds referred to in this document may not be authorised, recognised or regulated by the local 
regulator in your jurisdiction. This information is not an offer or solicitation of an offer for the purchase or sale of investment shares in one of the funds 
referred to herein. Purchases of a fund should be based on the current Prospectus and Key Investor Information Document (KIID). The Instrument of 
Incorporation Prospectus, Key Investor Information Document, the, annual or interim Investment Report and Financial Statements, are available free of charge 
in English or your local language (unless specified below) from www.mandg.com/investments/ or in paper form from one of the following: the Luxembourg 
paying agent: Société Générale Bank & Trust SA, Centre operational 28-32, place de la Gare L-1616 Luxembourg; the Danish paying agent: Nordea Danmark, 
Filial af Nordea Bank Abp, Finland, Issuer Services, Postbox 850, Reg.no. 5528, DK-0900 Copenhagen C; Allfunds Bank, Calle Estafeta, No 6 Complejo Plaza de la 
Fuente, La Moraleja, 28109, Alcobendas, Madrid, Spain; M&G Luxembourg S.A. French branch, 8 rue Lamennais, Paris 75008; from the French centralising 
agent of the fund: RBC Investors Services Bank France; or from the Swedish paying agent: Nordea Bank AB (publ), Smålandsgatan 17, 105 71 Stockholm, 
Sweden. For Switzerland, please refer to M&G International Investments Switzerland AG, Talstrasse 66, 8001 Zurich. For Italy, they can also be obtained on the 
website: www.mandgitalia.it. For the Netherlands, they are available online at www.mandg.com/investments/nl and for more information concerning the Key 
Investor Information Document, please refer to www.afm.nl/ebi. For Ireland, they are available in English language and can also be obtained from the Irish 
facilities agent, Société Générale SA, Dublin Branch, 3rd Floor IFSC House – The IFSC Dublin 1, Ireland. For Greece, they are available in English, except the Key 
Investor Information Document/s which is available in Greek, from the Greek Representative: Eurobank Ergasias S.A. 8, Othonos Street, 10557 Athens. For 
Taiwan only: The financial product(s) offered herein has not been reviewed or approved by the competent authorities and is not subject to any filing or 
reporting requirement. The financial product(s) offered herein is only permitted to be recommended or introduced to or purchased by customers of an 
offshore banking unit of a bank (“OBU”)/offshore securities unit of a securities firm (“OSU”) which customers reside outside the R.O.C. Customers of an 
OBU/OSU are not eligible to use the financial consumer dispute resolution mechanism under the Financial Consumer Protection Law. This product(s) may be 
made available for purchase by Taiwan OBUs/OSUs acting on behalf of non-Taiwan customers of such units but may not otherwise be offered or sold in 
Taiwan. Before subscribing investors should read the Prospectus and Key Investor Information Document, which includes a description of the investment risks 
relating to these funds. The value of the assets managed by the funds may greatly fluctuate as a result of the investment policy. The information contained 
herein is not a substitute for independent investment advice. M&G Luxembourg S.A. may terminate arrangements for marketing under the new Cross-Border 
Distribution Directive denotification process. Complaints handling information is available in English or your local language from the following websites:  

Luxembourg: www.mandg.com/investments/professional-investor/en-lu/complaints-dealing-process 
Ireland: www.mandg.com/investments/professional-investor/en-ie/complaints-dealing-process 
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France: www.mandg.com/investments/professional-investor/fr-fr/complaints-dealing-process 

In Hong Kong, this financial promotion is issued by M&G Investments (Hong Kong) Limited, Office: Unit 1002, LHT Tower, 31 Queen’s Road Central, Hong Kong; 
In Singapore, this document is issued by M&G Investments (Singapore) Pte. Ltd. (Co. Reg. No. 201131425R), regulated by the Monetary Authority of 
Singapore; and, elsewhere, by M&G Luxembourg S.A. Registered Office: 16, boulevard Royal, L-2449, Luxembourg.  
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