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UCITS HAVE NO GUARANTEED RETURN AND 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 and you may get back less than you originally invested. There is no guarantee that the fund will achieve its 
objective and you may get back less than you originally invested. Past performance is not a guide to future performance. 
The views expressed in this document should not be taken as a recommendation, advice or forecast and they should not be 
considered as a recommendation to purchase or sell any particular security. 

Marketing Communication. For Professional Investors only.  

Summary 
• Dividends matter because they provide a solid foundation for equity returns over the long term, but dividends are 

pertinent now as we enter a world of potentially lower returns, where income accounts for a greater part of the total 

return from equities. 

• We advocate a focus on dividend growth, which as a strategy benefits from a long-term tailwind but also provides the 

potential for inflation protection should the environment of stubborn inflation persist. 

• The M&G (Lux) North American Dividend Fund, with its diversified approach to dividend investing, is ideally placed to 

deliver, in our view, against the backdrop of a broadening market. 

Why dividends?  

Ignore dividends at your peril. Dividends have been largely forgotten in a roaring bull market dominated by the Magnificent 

Seven, but history shows that dividends act as a major driver of equity returns over the long term. 

Over the past 25 years, almost half of the total return (the combination of capital growth and income) from US equities has 

been derived from reinvested dividends owing to the benefits of long-term compounding. The S&P 500 Index has generated 

an annualised total return of 8.0% during that time, with 56.5% from capital appreciation and 43.5% from income1. Dividends 

matter for long-term investors. 

Dividends are also indicative of a company’s quality: 

• Capital discipline. Dividends demonstrate commitment to shareholder value. 

 
1 Source: Bloomberg, 29 November 2024 

Figure 1: Ignore dividends at your peril 

Source: Bloomberg, 29 November 2024. Past performance is not a guide to future performance.  
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• Financial strength. Consistent dividends are only possible with the backing of a robust balance sheet. 

• Corporate confidence. Dividends provide the ultimate signal of confidence in future growth. 

Dividends provide a solid foundation for long-term equity returns, in our view, with a reliable income stream from quality 

companies. 

Why dividend growth?  

If equities play the lead role in providing real growth, dividend growth offers an excellent way to protect investors from the 

ravages of inflation. Over the past 25 years, dividends from the S&P 500 Index have increased with an annualised growth rate 

of 5.9%, more than double the US Consumer Price Index (CPI)’s 2.3% during that time2.  

This inflation-beating track record has been achieved across some testing periods, including the bursting of the technology 

bubble in 2000, the global financial crisis in 2008/2009 and more recently the Covid shock in 2020. Dividends have not only 

provided resilience but real growth across the vagaries of economic cycles.  

 

Dividend growth matters from an investment standpoint because dividend growth has demonstrated it can be a winning 

strategy. The S&P 500 Dividend Aristocrats Index, comprised of companies with consecutive dividend increases of 25 years or 

more, has generated an annualised total return of 10.4% over 25 years and outperformed the S&P 500 Index’s 8.0%, albeit 

with lumpiness in the delivery of excess return3. 

The powerful effect of compounding by reinvesting dividends into growth over the long term is a central tenet of M&G’s 

dividend growth philosophy. 

Why now? 

After two vintage years from US equities, few investors are expecting gains of more than 20% being repeated in 2025. We 

believe it is time for dividends to reassert themselves. In a world of lower returns, dividends will potentially account for a 

greater proportion of the total return from equities. In addition, dividend strategies, which tend to be defensive by nature, 

may attract more interest as a less volatile exposure to equities, as a pick-up in market volatility becomes an increasing 

possibility.  

The backdrop of falling interest rates may also steer dividends towards the limelight. For those seeking new sources of 

income, equity income is an obvious consideration not just for reliable income but for growing income potential. 

 
2 Sources: Dividend growth - S&P Dow Jones Indices, 30 September 2024; CPI - Bureau of Labor Statistics, 13 November 2024 
3 Source: Bloomberg, 29 November 2024 

Figure 2: Inflation protection from real growth 

Source: S&P Dow Jones Indices, Bureau of Labor Statistics, Bloomberg, 29 November 2024. Past performance is not a guide 

to future performance 
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Dividends provide safety in the face of uncertainty at a time when topical issues such as the potential impact of tariffs under 

an ‘America First’ administration and the consequences of ongoing geopolitical tensions in the Middle East and elsewhere 

remain unknown. Stubborn inflation remains another uncomfortable reality.  

Dividend growth provides an effective inflation hedge and much needed inflation protection, especially as dividends in the 

US remain robust. A backdrop of strong corporate cashflows is conducive to continued momentum in dividends, reflecting 

the health and mood of corporate America which remains boundless in its optimism. 

Why the M&G (Lux) North American Dividend Fund? 

An active strategy with diversified sources of alpha is best placed to outperform, we believe, following a period of narrow 

market leadership dominated by the new economy. Diversification is key, in our view, in a market scenario where we 

envisage a broader range of contributors.  

Stock selection is designed to be the main driver of performance: the investment team aims to identify good investment 

opportunities, not just good companies, through fundamental research and the rigorous analysis of dividend growth 

prospects overlaid with a valuation discipline. We do not want to overpay for the growth we seek. 

The fund’s main distinguishing features are: 

• A long-established process focused on dividend growth, with an objective to increase the fund’s income stream every 

year in US dollars. 

• A diversified approach to dividend investing which seeks to cope with different market conditions by selecting stocks 

from three distinct categories:  

• ‘Quality’ (defensives) 

• ‘Assets’ (cyclicals) 

• ‘Rapid growth’ (premium growth) 

• A diversified portfolio spread across a variety of sectors, without the significant factor biases commonly associated with 

dividend strategies. Consumer staples alone accounts for 24% of the S&P 500 Dividend Aristocrats Index by weighting4. 

• High active share and lower volatility. The outcome of our bottom-up approach focused on dividend growth is 

performance that has captured the majority of the upside in the US with high active share relative to the S&P 500 Index, 

delivered with lower volatility than the market. The fund’s active share has ranged between 70-90% historically and the 

beta has been consistently below 1 this year and currently stands at 0.86, near all-time lows5. 

 
4 Source: S&P Dow Jones Indices, 29 November 2024 
5 Source: M&G, 29 November 2024 

Figure 3: High active share and lower volatility 

Source: M&G, 29 November 2024. Relative to the S&P 500 Net Return Index.  
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How is the fund positioned?  

The M&G (Lux) North American Dividend Fund has been well placed for the post-election stock market rally with overweight 

positions relative to the S&P 500 Index in financials and mid-caps, and sees excellent long-term opportunities in the 

defensive healthcare sector. 

• Overweight financials. Exaggerated by our conviction holdings in digital payments (Visa, Mastercard), but sector 

exposure balanced with quality companies such as JPMorgan Chase in banks and Progressive Corp in insurance. 

Structural growth in alternative investments captured though holdings in Ares Management and Blue Owl Capital. 

• Overweight mid-caps. An outcome of bottom-up stock selection rather than a reflection of a top-down view, but the 

fund has been increasing exposure with the new purchase of Texas Roadhouse, a restaurant chain with significant scope 

for expansion in the US alone. 

• Overweight healthcare. The sector has been out of favour, not helped by indifference towards defensiveness and 

negative sentiment ahead of an election, but we see buying opportunities in a variety of companies.  

The fund has been increasing exposure to healthcare throughout the year, moving from an underweight to a meaningful 

overweight, by adding to existing holdings on weakness and initiating new holdings as attractive entry points presented 

themselves. 

  

Figure 4: M&G (Lux) North American Value Fund – sector breakdown and market capitalisation split 

Information is subject to change and is not a guarantee of future results 
Source: M&G, 30 November 2024. * S&P 500 Net Total Return Index 
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Fund description 

The fund has two aims: to provide combined income and capital growth that is higher than that of the US stockmarket (as 

measured by the S&P 500 Net TR Index) over any five-year period, while applying environmental, social and governance 

(ESG) criteria; and to increase the income stream every year in US dollar terms. At least 80% of the fund is invested in the 

shares of companies domiciled, or conducting the major part of their economic activity, in the US and Canada. The fund 

usually holds shares in fewer than 50 companies. The investment manager focuses on companies with the potential to grow 

their dividends over the long term. Stocks are selected with different sources of dividend growth to build a fund that has the 

potential to cope in a variety of market conditions. The fund invests in securities that meet the ESG Criteria, applying an 

exclusionary approach and positive ESG Tilt as described in the prospectus. The fund’s recommended holding period is five 

years. 

 

Main risks associated with this fund 

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 holds a small number of investments, and therefore a fall in the value of a single investment may have a greater 

impact than if it held a larger number of investments.  

The fund can be exposed to different currencies. Movements in currency exchange rates may adversely affect the value of 

your investment.  

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

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

Further risk factors that apply to the fund can be found in the fund's Prospectus. 

Sustainability information 

The Fund’s sustainability information is available to investors on the Fund page of the M&G website here.  

 

 

 

 

 

 

 

 

  

https://www.mandg.com/investments/professional-investor/en-lu/funds/mg-lux-north-american-dividend-fund/lu1670627253
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UCITS HAVE NO GUARANTEED RETURN AND PAST PERFORMANCE IS NOT A 

GUIDE TO FUTURE PERFORMANCE.  

 

For Professional Investors, Institutional Investors, and Accredited Investors. 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 ("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, M&G (Lux) Global Funds reg. no 2281, M&G (Lux) Investment Funds FCP reg. no 1914, European Specialist Funds reg no. 
1765, of the relevant CNMV registers. 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”) 
has received a passporting notification under Directive 2009/65/EC of the European Parliament and of the Council and the Commission Regulation (EU) 
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. 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: M&G Luxembourg S.A., German branch, 
mainBuilding, Taunusanlage 19, 60325 Frankfurt am Main, the Austrian paying agent Société Générale Vienna Branch, Zweigniederlassung Wien Prinz Eugen-
Strasse, 8-10/5/Top 11 A-1040 Wien, Austria; 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 by M&G International Investments Switzerland AG, 
Zollstrasse 17, 8005 Zürich or Société Générale, Paris, Zurich Branch, Talacker 50, P.O. Box 5070, 8021 Zurich, which acts as the Swiss representative and acts 
as the Swiss paying agent. 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/eid. 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 Germany and Austria, copies of the Instrument of incorporation, annual or interim Investment Report, Financial Statements and 
Prospectus are available in English and the Prospectus and Key Information Document/s are available in German. 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 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. Subscriptions in the fund are valid only if made on the basis of the current 
Prospectus and the Product Highlights Sheet available on our website mandg.com/sg and you must read these documents before deciding whether to invest. 
Investors may wish to seek advice from a financial adviser before purchasing shares of the fund. In the event that they choose not to seek independent 
financial advice, they should consider carefully whether the fund is suitable for them. All forms of investments carry risks. Such investments may not be 
suitable for everyone. This document has not been reviewed by the Monetary Authority of Singapore. For Taiwan only: The financial product(s) contained 
herein has not been reviewed or approved by the competent authorities and is not subject to any filing or reporting requirement. The information offered 
herein is only permitted to be provided to 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. 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 and summary of 
investors’ rights, in English or your local language from the following websites:  
Luxembourg: https://www.mandg.com/investments/professional-investor/en-lu/footer/complaints-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 Austria: www.mandg.com/investments/professional-investor/de-
at/complaints-dealing-process Germany: www.mandg.com/investments/professional-investor/de-de/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: http://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 the UK, this financial promotion is issued by M&G Securities Limited which is authorised and regulated by the Financial 
Conduct Authority in the UK and provides ISAs and other investment products. The company’s registered office is 10 Fenchurch Avenue, London EC3M 5AG. 
Registered in England and Wales. Registered number 90776. 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. (UEN 
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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