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The views expressed herein are subject to change without further notice. Neither M&G Wealth, nor any of its associates, nor any director, or employee accepts any liability for any loss arising
directly or indirectly from any use of this presentation.

This presentation must not be edited or reproduced in whole or in part or circulated without the prior consent of M&G Wealth. The value of investments and any income from them may go
down as well as up and are not guaranteed. Investors may get back less than the original amount invested, and past performance information is not a guide to future performance.

M&G Wealth is a trademarked brand of the M&G plc group, which includes 3 business divisions as follows:

M&G Wealth Advice, provided by M&G Wealth Advice Limited, registered number: 08022795. Model Portfolio Services, provided by M&G Wealth Investments LLP, registered number:
0C305442. M&G Wealth Platform, provided by Investment Funds Direct Limited, registered number: 11444019. Each legal entity is registered in England and Wales and has its registered
address at 10 Fenchurch Avenue, London EC3M 5AG. Each legal entity is also a subsidiary of M&G plc and is authorised and regulated by the Financial Conduct Authority.

M&G plc, incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number: 11444019. M&G plc is a holding company,
some of whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct Authority

M&G Treasury & Investment Office (T&IO) includes the team formerly known as Prudential Portfolio Management Group (PPMG). This document has been prepared by T&IO for informational
purposes only for the sole and exclusive use of the persons to whom it is addressed and may not be passed on to any other person, as further distribution might be restricted or illegal in
certain jurisdictions. This document or report may not be copied, published, circulated, reproduced or distributed without the prior written consent of T&IO.

This document does not constitute or form part of any offer or invitation to sell, or any solicitation of any offer to purchase any security or other interests, nor shall this document or any part of
it or the act of its distribution form the basis of, or be relied upon in connection with, any contract for the purchase of any such securities or other interests. This document does not constitute
investment advice.

Information given in this document has been obtained from, or based upon, sources believed by T&IO to be reliable and accurate although T&IO does not accept liability for the accuracy of the
contents. Any opinions expressed are our present opinions reflecting current market conditions, are subject to change without notice and involve a number of assumptions which may not
prove valid. Past performance is no guarantee of future performance. The value of investments can fall as well as rise.

To the extent available, the industry, market and competitive position data contained in this document come from official or third party sources. Third party industry publications, studies and
surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but there is no guarantee of the accuracy or completeness of such data.

Where included, benchmark and index data included in this document are provided for illustrative purposes only. Every effort is made to ensure the accuracy of any information but no
representation, warranty or other assurance, express or implied is made or given by T&IO or any of its shareholders, affiliates, directors, employees or any other person as to the accuracy,
completeness or fairness of any information, forward-looking statements or opinions contained in this document and no responsibility or liability is accepted by any of them for any such
information, forward looking statements or opinions in respect of any omission, and this document is distributed expressly on the basis that it shall not give rise to any liability or obligation if,
for whatever reason, any of its contents are or become inaccurate, incomplete or misleading.

Neither T&IO nor any of its shareholders, affiliates, directors or employees undertake any obligation to provide the recipient with access to additional information or to correct any inaccuracies
herein which may become apparent. By accepting the document, you agree to be bound by the foregoing limitations.

Prudential Portfolio Management Group Limited, is registered in England and Wales, registered number 2448335, with registered offices at 10 Fenchurch Avenue, London, EC3M 5AG

Prudential Portfolio Management Group Limited is not regulated or authorised by any regulator.
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2023 so far – bonds have lagged equities again

Year to date returns per asset class as at 30th September

Source: FactSet, data to 30/09/2023, equity returns in GBP, bond returns are hedged
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Central banks ‘pause’ in September

UK Futures Forward Curve
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Source: LSEG Datastream & M&G Treasury and Investment Office, 

Multi Asset Portfolio Management (MAPM) team as at 17.10.2023
Source: LSEG Datastream & M&G Treasury and Investment Office,

Multi Asset Portfolio Management Team (MAPM) as at 17.10.2023
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Cyclical highs in 10-year yields

10-year government bond yields
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Source: LSEG Datastream & M&G Treasury and Investment Office, 
Multi-Asset Portfolio Management (MAPM) Team as at 17.10.2023

Longer-dated bond yields have moved 

higher again – Factors at play: 

• Resilience in economic data suggesting 

economies may be able to withstand 

higher rates.

• Investors need to be compensated for 

more government borrowing 

• And less demand from Central Banks 



Fading diversification

Equity-Bond correlation

For adviser use only - Not for use with retail customers

Source: Datastream & M&G Treasury & Investment Office, Long Term Investment Strategy (LTIS) Team , Calculations as at 31st July 2023. Correlations between monthly returns for S&P 500 and US Treasuries.
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New challenges for policymakers and investors
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Structural changes

Trade fragmentation

Peaking demographics

Elevated public debt

Geopolitical rivalry

Climate emergency

Impact

New supply constraints

Higher economic volatility

More constraints for policymakers

More challenging return environment

Shifting correlations



Fading diversification impacting volatility 

Annualised monthly return volatility on 60:40 portfolio 

For adviser use only - Not for use with retail customers

Source: Datastream & M&G Treasury and Investment Office, Long Term Investment Strategy Team (LTIS)  Calculations as at 31st July 2023. Correlations between monthly returns for S&P 500 and US Treasuries.
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Key Changes 

Alternatives Fixed Income Equities

Global Real Estate (New)

Listed Infrastructure

Absolute Return

UK Gilts (New)

Global High Yield

Emerging Market Debt

India (New)

UK

Emerging Markets
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2023 Strategic Asset Allocation
A forward looking approach 

PruFund GrowthMPS Hybrid 3  
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Source: M&G Treasury & Investment Office,

Long Term Investment Strategy (LTIS) Team. 30.09.2023
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Fixed Income – M&G Wealth vs Peers 

• Specific regional asset allocation driven by M&G Treasury and Investment Office  

• Inflation and policy differs regionally e.g. UK vs US and DM vs EM; this creates dispersion across fixed income asset-classes 

• Greater diversification and risk reduction 

Global Fixed 

Interest
UK Corporate 

Fixed Interest

UK Fixed Interest

UK Government
Money Market 

UK Investment 

Grade

Europe 

Investment 

Grade

UK Government

US Investment 

Grade

US Government 

Bonds

Global High Yield 

Bonds

Emerging Market 

Bonds

Money Market 

Source: M&G Wealth Investments, FE Analytics, FactSet, August 2023  

Global Fixed Interest 

could be for example: 

• US, Japan, Canada 

Government or related debt

• US, Japan, Canada Corporate 

Debt

M&G Wealth Investments MPS - Hybrid Fixed Income Asset Allocation Investment Association Sectors Mixed Inv. 0-35%- Fixed Income Asset Allocation
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Corporate bonds provide natural diversification
Different drivers through the economic cycle 

For adviser use only - Not for use with retail customers

BofA non-Gilt Sterling IG. Source: Datastream & M&G Treasury & 

Investment Office, Long Term Investment Strategy (LTIS) Team.

30.09.2023



More diversification and ‘levers to pull’

For adviser use only - Not for use with retail customers

LATAM & CCE take lead on easing of monetary policy
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Source: Datastream 09/10/2023. Weighted average policy rate refers to LTIS portfolio weights to the countries composing the regions. For Europe we use the 

ECB short term Repo rate. Within LatAm we exclude Argentina and Uruguay that make up <10% of the portfolio. CEE policy rate is represented by Poland alone. 

• Strong credibility around EM Central Banks. 

• Key EM economies have either benefited from 

commodity price inflation or experienced lower 

levels of inflation. 

• There is a diverging monetary policy back-drop 

• And positive real yields. 



Granular allocation means better expertise

For adviser use only - Not for use with retail customers

Indicative asset allocation 
and selection of 
underlying managers.



Fixed Income 
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Return Assumptions 

Liquidity premium Liquidity premiumLiquidity premium

Inflation

Nominal cash 
return

Govt bond risk 
premium

Property risk 
premium

Equity risk 
premium

Credit risk 
premium

Property total 
return

Equity total returnCredit total return

+

+

Real cash return

+

Long term growth outlook  

Long term inflation

Long term monetary policy
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Bonds are back in town!

Source: FactSet, 20/20/2023
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Expected inflation in the market (UK)

Ex-post inflation (UK)

Ex-post inflation is the average inflation over the 

last 2 years. Expected inflation is the consensus 

expectation of inflation among economists on 

Bloomberg over the next 2 years.

Cash rate, fixed income yields and expected inflation
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Time in the market brings assurance 
Favourable starting point for valuations
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Source: Datastream. 31.08.2023. Month end values: Equity (FTSE All-Share), Bonds (UK Benchmark 10 Year Datastream Gov’t Index), Cash (JP Morgan 3-Month UK Cash Index), Inflation (ONS Consumer Price

Index). OBMG represents Prudential WP Asset Share. The 1-Year Rolling reflects the maximum and minimum real returns experienced from two month ends 1 year apart since December 1989 . Rolling 3,5 &

10-year show CAGR required to have made the maximum or minimum real returns in between two month ends 3,5, and 10 years apart respectively. Past performance does not guarantee future performance.
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Products & Services Overview

PruFund

• Pooled fund with 
smoothed prices

• Can buy/sell once a 
month

• Significant exposure to 
private/illiquid assets

• ESG approach available 
(PruFund Planet)

PruFolio

• Pooled fund

• Can buy/sell each day at 
current market prices

• Passive and Active 
funds available

Model Portfolio Service

• Client owns individual 
funds that make up the 
model

• Can buy/sell each day at 
current market prices

• Passive, active and ESG 
services available

M&G’s Treasury & Investment Office sets the strategic asset allocation and building blocks for each 

product or service. Similar themes and views are present in each offering.
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Thanks for your time
Get in touch with your usual contact if you need further help.



M&G Wealth is a trademarked brand of the M&G plc group, which includes 3 business divisions as follows:

M&G Wealth Advice, provided by M&G Wealth Advice Limited, registered number: 08022795. Model Portfolio Services, provided by M&G Wealth Investments LLP, registered number: 0C305442. M&G 

Wealth Platform, provided by Investment Funds Direct Limited, registered number: 11444019. Each legal entity is registered in England and Wales and has its registered address at 10 Fenchurch 

Avenue, London EC3M 5AG. Each legal entity is also a subsidiary of M&G plc and is authorised and regulated by the Financial Conduct Authority.

M&G plc, incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number: 11444019. M&G plc is a holding company, some of 

whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct Authority.
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