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• Value outperformed the broader market in 2022 – with valuation spreads still wide, we believe value has further to go.  

• The fund captured the value tailwind and delivered its best ever annual return relative to its benchmark. 

• We see a wide range of opportunities across the market, particularly in the energy and consumer discretionary sectors.  

• Despite some challenges in Europe, we think we can construct a diversified portfolio that combines attractive valuation 

characteristics with decent fundamentals. 

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. Where performance is mentioned, past performance is not a guide to future performance.  

2022: Value resilient in tough year 

2022 was a tough year for European investors as many 

assets fell materially in value. And yet, for value investors, 

who focus on lowly valued, out-of-favour stocks, it proved 

to be a relatively good year as the value investment style 

was resilient and outperformed the broader market by a 

significant margin (Figure 1).  

2022 was notable for a couple of other reasons. Firstly, it 

marked the end of the ‘COVID period’, an extraordinary 

occurrence in world and stockmarket history. We are 

delighted to have managed this period of multiple landmines 

(ie, opportunities to have got stockpicking, portfolio 

construction, factor rotation, risk assessment and macro 

positioning horribly wrong) without any major upsets.  

The second reason is that 2022 was the first time in well 

over a decade where the value style did well without then 

faltering. Indeed, it was the ‘growth’ rally which faltered 

in the middle of the year, with value returning in the last 

quarter (despite market strength amid hopes that 

inflation had peaked). (Growth stocks are generally 

expected to deliver above-average increases in earnings 

and profits.) 

Figure 1: Value outperformed the broader European market in 2022 

 

Past performance is not a guide to future performance  
Source: Factset, 31 December 2022. Rebased to 100 at 31 December 2021. Total Return Indices 
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Fund performance  

In this challenging environment, when very few active 

managers beat the market, we are pleased that the fund 

performed well. Our consistent value investment 

approach helped the fund capture the value tailwind and 

it delivered returns ahead of its benchmark. In fact, it was 

something of a landmark year for the fund as it registered 

its best ever annual performance relative to its 

benchmark (in euros), the MSCI Europe Net Return Index, 

outperforming by more than 10 percentage points. 

At least 80% of the fund is invested in the shares of 

companies, across any sector and of any size, that are 

based, or do most of their business, in Europe. The fund 

invests in securities that meet the ESG Criteria. Norms, 

sector and/or values-based exclusions apply to 

investments. The fund manager expects at least 70% of 

the fund to be aligned to the promoted environmental 

and social characteristics. At least 20% of the fund will be 

in sustainable investments. 

 

Five-year fund performance (%) 

  YTQ 1yr 3yr pa 5yr pa 
Since launch 
*** pa 

EUR A 1.8 1.8 5.4 3.6 5.0 

Benchmark (EUR)* -9.5 -9.5 3.1 4.4 4.9 

Sector average -6.3 -6.3 1.6 1.2 2.8 

Quartile ranking**  1 1 1 1 1 

Discrete-year performance, 10 years (pa, %) 

 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 

Fund (EUR) 1.8 25.4 -8.3 19.3 -14.4 10.7 3.5 10.0 6.6 26.1 

Bmark* (EUR) -9.5 25.1 -3.3 26.0 -10.1 10.9 3.2 8.8 7.4 20.5 

Past performance is not a guide to future performance. 

YTQ = year to most recent quarter 

* Benchmark (EUR) = MSCI Europe Net Return Index  

** Peer group = Morningstar Europe Large-Cap Value Equity Sector  

*** Fund launch date is of the M&G European Strategic Value Fund (a UK-authorised OEIC) , which launched on 1 February 2008. Fund 
performance shown prior to 20 September 2018 is that of the EUR Class A Accumulation share class of the M&G European Strategic Value 
Fund, which merged into this fund on 7 December 2018. Tax rates and charges may differ.  

From 1 January 2012 to 19 September 2018 the benchmark is the MSCI Europe Index stated as Gross Return. From 20 September 2018, the 
benchmark is the MSCI Europe Net Return Index.  

Th  b nchm  k is   c m    t    g inst which th  f nd’s    f  m nc  c n b  m  s   d. It is   n t   t  n ind x which inc  d s dividends 
 ft   th  d d cti n  f withh  ding t x s. Th  ind x h s b  n ch s n  s th  f nd’s b nchm  k  s it b st   f  cts th  sc     f th  f nd’s 
inv stm nt    icy. Th  b nchm  k is  s d s    y t  m  s    th  f nd’s    f  m nc   nd d  s n t c nst  in th  f nd's    tf  i  
construction. 

The fund is actively managed. The investment manager has complete freedom in choosing which investments to buy, hold and sell in the 
f nd. Th  f nd’s h  dings m y d vi t  signific nt y f  m th  b nchm  k’s c nstit  nts. Th  b nchm  k is n t  n   G b nchm  k and is not 
consistent with the ESG Criteria. 

 

2023: Value rebound continues 

We will not make any firm predictions here, but we still 

think the recent value rebound has further to go. We are 

in a volatile and uncertain world with a lot changing and 

new leadership emerging in a market where valuation 

spreads are historically very wide. We think this is a good 

environment for the style, even if inflation has peaked.  

As we go through the year, we are likely to see the market 

wrestle with some big issues, including: 

• What is going to happen in the Russia/Ukraine war? 

• Where will European energy costs go? 

• What is going to be the path of global and European 

inflation? 

• Will the European Central Bank (ECB) be able to 

contain the fragmentation of European Union (EU) 

country bond yields in a year of high issuance and 

quantitative tightening? 

• Will China be able to contain its property slowdown 

and re-engage with the rest of the world following 

the end of its zero-COVID policy? 
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We think this is a very different environment to the one 

that has prevailed recently where inflation was negligible, 

central banks were able to snuff out all market volatility 

with quantitative easing (QE) policies (that is, buying 

financial assets such as bonds to bring down borrowing 

costs in order to boost the economy), the cost of capital 

was low and we had a nicely growing, harmonious global 

economy.  

Wide opportunity set  

Portfolio construction challenges vary year-by-year. (For 

example, at the beginning of 2020 the key challenge for 

us was trying to dampen the macroeconomic risk that was 

inextricably tied to value stocks at the time.) But the scale 

of the above questions, and their great unpredictability 

(never mind that there will be others we have not even 

thought of), suggests to us that now, even more than 

usual, it will be important to have a very balanced 

portfolio, even if trying to construct a portfolio which is 

balanced against such a multitude of binary events is in 

itself quite a task.  

But this prospect does not trouble us unduly given the 

opportunity set we see in the market currently. So much 

is changing, and valuation spreads are so wide across so 

much of the market (see Figure 2), that we feel there are 

many areas offering individual opportunities. We think 

this arises from: 

• The very long previous period of outperformance by 

growth stocks which has resolutely not come close to 

fully unwinding yet. 

• An out-of-favour asset class. Amid challenging 

conditions for Europe (soaring energy costs, rising 

interest rates and the war in Ukraine), there was a 

massive outflow from European equities last year 

which is  stim t d t  b  in th    gi n  f €   bn. In 

our view, this could mean lots of people have been 

selling st cks th y didn’t w nt t  – and there have 

not been people buying stocks that they think they 

should hold. 

• Changing leadership within the market. We think this 

is an evident and profound factor which is 

exacerbated by the previous two points. 

Energy sector: positive change in fundamentals  

An example of the type of opportunity we see is the 

energy sector. This remains our biggest overweight 

position, relative to the benchmark index, despite 

excellent performance last year as we observe the most 

dramatic positive change in industry fundamentals 

(underlying characteristics or performance) going hand-in-

hand with the most dramatic scepticism towards the 

industry. The market simply only wants to believe in the 

worst-case scenario here (or perhaps there are believers, 

but they are unable to invest in the sector on 

Environmental, Social or Governance (ESG) regulatory 

hurdles, rather than reality), despite multiple points of 

evidence to the contrary.  

For example, we see the Organization of Petroleum 

Exporting Countries (OPEC), a group of th  w   d’s leading 

oil producers, more in control of the oil market than they 

have been for decades; we see robust demand growth for 

hydrocarbons; and we see companies generating more 

cash and being more constrained with their capital 

spending than ever before. Despite these factors, we can 

still buy energy companies trading on a valuation of only  

4 times (x) earnings, which we regard as very attractive.  

Consumer discretionary: looking beyond the 
expensive luxury goods companies 

Another area where we are excited by the dichotomy 

between valuation and fundamentals is consumer 

discretionary. Luxury goods is a major sector in Europe, 

and these companies’ sales have boomed beyond all 

expectations. This trend is forecast to continue as China’s 

economy reopens. While we accept this could happen, we 

refuse to get involved given the very high multiple of 

these high earnings that we are being asked to pay for 

these companies.  

At the same time, we find it unlikely that the very 

negative scenario which is priced into many other 

consumer discretionary stocks can co-exist in a world 

where people are buying handbags and luxury watches 

with abandon. So, we are very pleased to be able to invest 

in many consumer discretionary names, which are 

dominant or very strong players in their categories, at 

earnings multiples from as low as 3x and in most cases 

only in single digits.   

New investments 

Last year, we also took the opportunity arising from the 

hysteria around power prices in Europe to add to three 

high quality, large-cap industrial cyclical (or economically 

Fig. 2 Distribution of stock valuations in Europe (MSCI index) 

 

 

 

 

 

 

 

Source: Societe Generale, January 2023 
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sensitive) companies: BASF, Siemens and Saint-Gobain. 

Additionally, we felt these all helped to balance out 

portfolio construction given the sense that the fund had a 

lower weight to industrial activity than the market.  

Whilst we are concerned about what the future holds for 

the European chemical industry, in a world where not 

only is it disadvantaged in its key input cost (energy), we 

felt that things had gone too far for G  m ny’s BASF when 

its valuation declined to 7x    nings. This is th  w   d’s 

largest chemical company, with assets all over the globe, 

and given its “Verbund” (int g  t d/efficient) approach, 

we believe it is in a significantly stronger position than 

many of its European competition to still do well. Not to 

mention its large oil and gas assets.  

We also felt the worries over a potential recession gave us 

a chance to invest in German conglomerate Siemens (we 

had already bought into its subsidiary Siemens Energy 

earlier in the year). In our view, Siemens is a world-class 

company in many areas, including industrial automation 

and technology, which are going to be crucial in the years 

ahead. As a result, we are willing to ride out any short-

term weakness to get the sort of exposure they offer.  

Finally, in relation to French materials firm Saint-Gobain 

we felt that at a valuation of 7x earnings, the market was 

not only overplaying construction downturn risk, but also 

not appreciating the incredible internal turnaround which 

has happened at this company over the last few years. In 

addition, we believe investors were missing that this 

company will be providing key products to decarbonise 

one of the biggest emitting sectors in the economy, 

construction and buildings.  

Challenges for investors in Europe  

While the overall market does look very cheap to us, 

Europe remains a frustrating place to invest. It sometimes 

seems that the EU has been hijacked by a “cabal of its 

 n mi s” f  m  n ind st i      s  ctiv .  x m   s 

include trying to classify defence spending as a 

“d ng    s g  d” in its ESG taxonomy; its inability to 

grow renewable energy output while at the same time 

trying to outlaw its oil and gas industry; and the desperate 

position certain industries, in particular the chemicals 

sector, have been placed in given energy policies that 

were laid bare by Russia.  

Indeed, many parts of the chemical industry have already 

been decimated in Europe even before this current 

structural problem of high energy costs. At the same time, 

through the Chemicals Strategy for Sustainability, the EU 

has made the chemical regulatory system even more 

stringent (ie, costly).  

We are becoming increasingly concerned that another key 

industry, automotive production, is facing an imminent and 

sustained threat as the Chinese dominate an industry 

previously dominated by the Europeans. We note this not 

principally out of frustration, but to highlight that value mean 

reversion in Europe is not a given, and there are going to be 

structurally challenged companies which will require 

investment managers’ skill to avoid. We will do our best.  

Potential for surprises  

Putting it all together, the key summation point we 

always emphasise is: given all the above, what sort of 

portfolio can we construct for our clients? And does that 

sort of portfolio give them a good chance of generating a 

decent return?  

We are pleased to report that given the well-publicised 

difficulties in Europe, we feel we can still generate a 

diversified, reasonably balanced portfolio with very 

attractive valuation characteristics combined with decent 

fundamentals.  

Whilst we are very aware a lot could go wrong in 2023, 

these metrics suggest the market is expecting a lot of bad 

news. But we are also aware the world is a surprising 

place, and some good things could happen. In the first 

half of January, we have already seen gas prices plummet, 

inflation numbers start to fall materially and China 

comprehensively re-engaging with the world and 

 gg  ssiv  y sh  ing    its c nst  cti n s ct  . L t’s h    

that sets the tone for the year; we wish you an 

uninteresting 2023.  

Other key fund risks 

• The fund can be exposed to different currencies. 

Movements in currency exchange rates may 

adversely affect the value of your investment.  

• In exceptional circumstances where assets cannot be 

fairly valued, or have to be sold at a large discount to 

raise cash, we may temporarily suspend the fund in 

the best interest of all investors.  

• The fund could lose money if a counterparty with 

which it does business becomes unwilling or unable 

to repay money owed to the fund.  

• Operational risks arising from errors in transactions, 

valuation, accounting, and financial reporting, among 

other things, may also affect the value of your 

investments.  

Further risks associated with the fund can be found in the 
f nd’s Prospectus. 

Other information 

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. 

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. 
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       n inv st  s c n find th  f nd’s s st in bi ity-related disclosures 
at the links below:  

Luxembourg  
https://www.mandg.com/investments/professionalinvestor/en-
lu/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Austria  
https://www.mandg.com/investments/professionalinvestor/de-
at/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Belgium  
https://www.mandg.com/investments/professionalinvestor/en-
be/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Denmark  
https://www.mandg.com/investments/professionalinvestor/en-
dk/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Finland  
https://www.mandg.com/investments/professionalinvestor/en-
fi/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability 
France  
https://www.mandg.com/investments/professionalinvestor/fr-
fr/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Germany  
https://www.mandg.com/investments/professionalinvestor/de-
de/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Greece  
https://www.mandg.com/investments/privateinvestor/en-gr/funds/mg-
lux-european-strategic-valuefund/lu1670707527#sustainability  
Ireland  

https://www.mandg.com/investments/professionalinvestor/en-
ie/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Italy  
https://www.mandg.com/investments/professionalinvestor/it-
it/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Liechtenstein  
https://www.mandg.com/investments/professionalinvestor/en-
li/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Netherlands  
https://www.mandg.com/investments/professionalinvestor/en-
nl/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Norway  
https://www.mandg.com/investments/professionalinvestor/en-
no/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Portugal  
https://www.mandg.com/investments/privateinvestor/pt-
pt/solucoes/os-nosso-fundos  
Spain  
https://www.mandg.com/investments/professionalinvestor/es-
es/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Sweden 
https://www.mandg.com/investments/professionalinvestor/en-
se/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability  
Switzerland 
https://www.mandg.com/investments/professionalinvestor/en-
ch/funds/mg-lux-european-strategic-
valuefund/lu1670707527#sustainability 
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UCITS HAVE NO GUARANTEED RETURNS, AND PAST PERFORMANCE IS NOT A GUIDE TO FUTURE PERFORMANCE 
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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 Information Document (KID). The Instrument of Incorporation 
Prospectus, Key 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 
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 

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 Key Information Document and the Prospectus, 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. M&G Luxembourg S.A. may terminate 
arrangements for marketing under the new Cross-Border Distribution Directive denotification process. The information contained herein is not a substitute for 

independent investment advice. Complaints handling information is available in English or your local language from: 
Luxembourg: www.mandg.com/investments/professional-investor/en-lu/complaints-dealing-process 
Ireland: www.mandg.com/investments/professional-investor/en-ie/complaints-dealing-process 

Belgium: www.mandg.com/investments/professional-investor/en-be/complaints-dealing-process 
Denmark: www.mandg.com/investments/professional-investor/en-dk/complaints-dealing-process 
Norway: www.mandg.com/investments/professional-investor/en-no/complaints-dealing-process 

Netherlands: www.mandg.com/investments/professional-investor/en-nl/complaints-dealing-process 
Sweden: www.mandg.com/investments/professional-investor/en-se/complaints-dealing-process 
Finland: www.mandg.com/investments/professional-investor/en-fi/complaints-dealing-process 

Greece: www.mandg.com/investments/private-investor/en-gr/complaints-dealing-process 
Spain:www.mandg.com/investments/professional-investor/es-es/complaints-dealing-process 
Italy: www.mandg.com/investments/professional-investor/it-it/complaints-dealing-process  

Portugal: www.mandg.com/investments/private-investor/pt-pt/complaints-dealing-process 
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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