
Market overview
In the final quarter (Q4) of 2022, global financial markets recovered 
some of the ground lost during the past three quarters. Although 
the outlook remained gloomy, some light emerged: in October and 
November buyers were attracted by cheaper asset valuations and 
somewhat improved clarity on company earnings prospects, as 
well as falling fuel and food prices. By mid-December, a slowdown 
in the pace of the interest rate hiking cycle added to the better 
sentiment. However, caution returned in December: still causing 
uncertainty were unknowns such as the severity of the expected 
2023 global growth slowdown, the impact of the massive new 
Covid wave in China, the ongoing tragedies of the Ukraine-Russia 
war, and the stickiness of inflation in large economies. As such, 
markets retraced some of their earlier gains in December. 

The risk-on sentiment over the quarter saw equities outperform 
bonds, while emerging market returns were in line with those of 
developed markets. Bonds posted meaningful gains: the Bloomberg 
Global Aggregate Bond Index delivered 4.5% (in US$). 

Hopes of fewer interest rate increases helped bond markets, 
although bunds were hit by a new hawkishness from the European 
Central Bank. Corporate bonds performed well, with high yield 
and emerging market bonds doing even better. 

In the US, the US Fed hiked its Federal Funds rate by a combined 
125bps in Q4 to 4.25%-4.5%, still considered an aggressive policy 
tightening by historic standards, even though its 50bp December 
hike represented a slower pace. The central bank also lifted its 
rate forecast for end 2023 by 0.5%, to 5%-5.25%, a more hawkish 
signal. This came despite falling CPI (at 7.1% y/y in November), as 
price increases became more widespread. 

Meanwhile, after rising 3.2% y/y in Q3 on the back of surprisingly 
strong consumer spending, US economic growth for all of 2022 is 
forecast at around 1.9%, before slowing to below 1% for 2023. Data 
showed the US housing market is already slowing meaningfully and 
is expected to be a significant factor in the slowdown. However, 
consensus projections are for a relatively mild and brief recession 
lasting for the first three quarters of next year. 

In the UK, the Bank of England (BoE) finished off the year by 
raising its key interest rate by 50bps to 3.5% in December, in line 
with forecasts. Meanwhile, November CPI eased to 10.7% y/y vs 
October’s 11.1%, largely due to falling energy prices. The Bank 
indicated more hikes are likely into 2023 in its bid to curb inflation at 
the expense of growth: the Office for Budget Responsibility (OBR) 
estimated that the U.K. economy was already in recession and that 
GDP will contract by 1.4% in 2023, while inflation is predicted to 
hit 9.1% in 2022 and 7.4% in 2023. 

The ECB followed the US Fed and BoE with its own 50bp hike 
in December, while also suggesting similar-size hikes at its next 
two meetings. Eurozone inflation fell to 10.1% y/y in November 
from a record 10.6%, as energy costs eased. However, the ECB 
still expects a short and shallow recession in 2023 as the energy 

crisis is seen weighing heavily in the shorter-term while the 
Ukraine-Russia war drags on. 

In Japan, the Bank of Japan (BOJ) surprised markets in mid-
December with its first effective interest rate hike, raising its 
10-year bond yield range by 0.25% to 0.50% after long periods 
of stability. The market had been pricing in no rate increases 
through 2023. Finally, the BOJ revised downward its real growth 
outlook for 2022 to 2.0% from 2.4% previously, and for 2023 to 
1.9% from 2.0%, but no recession is expected. 

In China, it was a fairly chaotic end to the year as the government 
responded to widespread social protests against its strict zero-
Covid policy by removing almost all restrictions. However, this 
came as a large new wave of Covid infections was spreading. 
Although economists welcomed the move to help free up the 
economy and kick-start growth, the uncertain impact of the virus 
weighed negatively on markets. Meanwhile, consensus forecasts 
for China’s economy call for only 3.3% GDP growth in 2022, far 
below the government’s 5.5% target and the slowest since the 
1970s. For 2023, a new government target of 4.5%-5% is reported 
to be most likely, but many consider this optimistic. 

Performance
For Q4 2022, the fund returned 7.0% (in US$, net of fees), 
outperforming its benchmark, the Bloomberg Global Aggregate 
Bond index, which returned 4.5 %. For the 12 months ending 31 
December, the fund delivered -15.1% compared to the benchmark’s 
-16.2% (both in US$). 

For absolute performance, the fund’s holdings in US government 
and corporate bonds, as well as global investment-grade bonds, 
added value to returns. The main detractors were its exposure to 
German and French government bonds.  

Strategy and positioning
During the quarter we took profits on the fund’s tactical position 
in UK gilts that was initiated at the end of Q3, closing the position. 
We also sold emerging market hard currency government bonds 
to add to our position of 30-year US Treasuries after yields rose 
above 4.3%. This took the fund long of duration temporarily, since 
following the subsequent rapid rise in US government bond prices, 
we again reduced our exposure, returning the fund to a neutral 
duration stance relative to the benchmark.  

The fund continues to hold a relatively high level of cash, as we 
believe it is a valuable asset in the current environment of heightened 
volatility. Within currencies, we have started to add again to the 
US dollar, while cutting EM local currencies in order to reduce risk. 

We remain highly active within the global bond asset class, 
responding to the significant price movements we have seen 
this year. Price behaviour remains consistent with that of market 
participants, being sharply focused on the direction of interest 
rates: markets are changing direction at every inflation data release 
or FED governor’s statement.
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Risk profile

Fund facts

Fund objective
The Fund’s objective is to generate 
investment returns through exposure to 
global bonds and interest-bearing 
instruments over the medium term.

Investor profile
Investors seeking returns from a 
diversified portfolio of global debt and 
fixed income securities. The 
recommended investment horizon is 2 
years (or longer when used as strategic 
exposure to the asset class).

Investment mandate
The Fund aims to achieve its 
investment objective by investing in a 
diversified portfolio of global debt and 
fixed income securities. The Fund may 
invest in other collective investment 
schemes and in financial derivative 
instruments.

Investment manager
M&G Investment Management Limited 
(UK)

Fund managers
Jim Leaviss

Morningstar category
Global Flexible Bond

Benchmark
Bloomberg Global Aggregate Bond 
Index

Inception date
9 June 2017

Fund size
USD 152.6 million

Currency
US Dollar

Share type
Accumulation

Domicile
Ireland

Where a transaction cost is not readily available, a reasonable best estimate has
been used. Estimated transaction costs may include Bond, Money Market, and
FX costs (where applicable).

3The minimums apply to direct investments into the Fund. Investors can also
access the Fund via leading offshore investment platforms, in which case
platform minimums apply
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12-month rolling performance figure1

Investment code ISIN Bloomberg
B Class IE00BYQDDJ00 PRGLBBA ID

Transactional information
Dealing date: Every business day
Settlement period: 3 business days after the relevant dealing date
Cut-off times: 14h00 (UK time)

B Class

0.80%
0.07%
0.87%

Expenses

B Class
M&G Investments 0.60%

Annual management fees

B Class

Minimum lump sum investment $2.5 million
Minimum additional investment $1 000
Minimum holding amount $10 000

Investment options 2

Benchmark
6.1%

-24.2%
53.7%

B Class
Monthly volatility (annualised) 8.0%
Maximum drawdown over any period -25.1%
% of positive rolling 12 months 53.7%

Risk measures

31 December 2022Top 10 holdings as at

Asset allocation

Bonds 94.5%

Cash 5.5%

Date1Returns since inception B Class
Highest annualised return 12.3% 31 Mar 2021
Lowest annualised return -22.0% 30 Sep 2022

Benchmark
-16.2%
-10.7%
-4.5%
-1.7%
-1.3%

Annualised performance B Class
1 year -15.1%
2 years -10.5%
3 years -4.2%
5 years -1.7%
Since inception -1.4%

M&G Global Bond Fund Benchmark
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Total Expense Ratio (TER)
Transaction Costs (TC)3

Total Investment Charges (TIC)

16.7%
12.5%
11.1%
4.7%
3.7%
2.1%
2.0%
2.0%
1.9%

1. US Dollar Cash
2. US Treasury Note 1.50% 290224
3. US Treasury Inflation-Indexed Note 0.375% 150127
4. US Treasury Bond 1.75% 150841
5. US Treasury Note 0.875% 300626
6. New Zealand Government Bond 0.5% 150526
7. Japan Government 10 Year Bond 0.6% 200324
8. Canadian Government Bond 1.75% 010323
9. Italy Buoni Poliennali Bond 5.75% 010233
10. US Treasury Bond 3.00% 151144 1.9%



As highlighted above, in these extremely volatile, narrative-
driven times we remain alert to opportunities that are created by 
‘episodic’, or sentiment-driven, changes in asset prices. The effect 
of recent asset price weakness has been to restore valuations to 
more interesting levels in certain areas, in our view. However, the 
assumptions behind these valuation signals appear even more 
vulnerable than usual to shifting economic conditions.

We believe the economic and policy background we are facing 
now is very different from the last decade and risks today are much 
more established. As the likelihood of an economic downturn has 
increased, particularly in Europe, we remain cautious and continue 
to hold an elevated level of cash, providing scope to respond to 
future volatility as it arises. 
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Disclaimer
The information does not constitute financial 
advice as contemplated in terms of the 
Financial Advisory and Intermediary Services 
Act of South Africa. The use or reliance on 
this information is at the users own risk. 
Independent professional financial advice 
should always be sought before making 
an investment decision. The M&G (South 
Africa) Global Funds ICAV (“the ICAV”) 
full prospectus and the underlying Fund’s 
supplement is available free of charge from 
the ICAV or at http://www.mandg.co.za. Any 
offering is made only pursuant to the relevant 
offering document, together with the current 
financial statements of the relevant fund, the 
statement of similarities and differences and 
the relevant subscription application forms, all 
of which must be read in their entirety together 
with the prospectus and supplements. No 
offer to purchase will be made or accepted 
prior to receipt by the offeree of these 
documents, and the completion of all 
appropriate documentation. Collective 
Investment Schemes (CIS) Funds are generally 
medium-to long-term investments. Past 
performance is not necessarily a guide to 
future investment performance. The Fund’s 
prices are calculated on a net asset value 
basis, which is the total market value of all 
assets in the fund including any income 
accruals and less any deductible expenses 
such as audit fees, brokerage, and service 
fees, and is traded at the ruling forward 
price of the day. The Fund may borrow 
up to 10% of the Fund’s value, and it may 
also lend up to 50% of the scrip (proof of 
ownership of an investment instrument) that 
it holds to earn additional income. A fund 
may consist of different fund classes that 
are subject to different fees and charges. 
All fees are stated in the prospectus. The 
AIFM may, at its discretion, close the Fund to 
new investors and to additional investments 
by existing investors to make sure that it is 
managed in accordance with its mandate. 
The AIFM makes no guarantees as to the 
capital invested in the Fund or the returns 
of the Fund. The Fund may hold foreign 
securities including foreign CIS funds. As a 
result, the Fund may face material risks. The 
volatility of the Fund may be higher, and the 
liquidity of the underlying securities may be 
restricted due to relative market sizes and 
market conditions. The Fund’s ability to 
settle securities and to repatriate investment 
income, capital, or the proceeds of sales 
of securities may be adversely affected for 
multiple reasons including market conditions, 
macro-economic and political circumstances. 
Further, the return on the security may 
be affected (positively or negatively) by 
the difference in tax regimes between the 
domestic and foreign tax jurisdictions. 
The availability of market information and 
information on any underlying sub-funds 
may be delayed. Fund prices are published 
daily on the M&G website. These are also 
available upon request. The performance is 
calculated for the fund. Individual investor 
performance may differ as a result of initial 
fees, the actual investment date, the date of 
reinvestment and withholding tax. Purchase 
and repurchase requests must be received by 
AIFM by 14h00 (UK Time) each business day.
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