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M&G Optimal Income Fund

Risks associated with this fund

The value of investments and the income from them will rise and fall. This will cause the fund price, as well as any income paid by the fund, to fall as well as rise.
There is no guarantee the fund will achieve its objective, and you may not get back the amount you originally invested.

When interest rates rise, the value of the fund is likely to fall.
The value of the fund may fall if the issuer of a fixed income security held is unable to pay income payments or repay its debt (known as a default).

The fund may use derivatives to gain exposure to investments exceeding the value of the fund (leverage). This may cause greater changes in the fund’s price and
increase the risk of loss.

The fund may use derivatives with the aim of profiting from a rise or a fall in the value of an asset (for example, a company’s bonds). However, if the asset’s value
varies in a different manner, the fund may incur a loss.

Changes in currency exchange rates will affect the value of your investment.

Where market conditions make it hard to sell the fund’s investments at a fair price to meet customers’ sale requests, we may temporarily suspend dealing in the
fund’s shares.

Some transactions the fund makes, such as placing cash on deposit, require the use of other financial institutions (for example, banks). If one of these institutions
defaults on their obligations or becomes insolvent, the fund may incur a loss.

Wherever a reference or indication of past performance is shown, please note, past performance is not a guide to future performance.

It is also important to note that:

The Fund allows for the extensive use of derivatives
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Monetary policy worked

Unemployment rate
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Source: Bloomberg, 30 June 2018
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Wages and salaries
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US labour market is overheating

Percentage of firms planning to increase employment Average number of days to fill vacant jobs
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Source: M&G, Bloomberg, Deutsche Bank research, NFIB, Dice Holdings, 31 August 2018 (latest data available)



Where’s wage growth going?
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—=ECl: wages & salaries, YoY % change, private industry workers (Ihs)
—=NFIB*: % of firms planning to raise worker compensation (9 month lead, rhs)

Source: M&G, Bloomberg, Deutsche Bank research, 30 June 2018 (*National Federation of Independent Business)
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Government bond yields still close to historically low levels
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Short dated US Treasuries now looking more attractive

5-yr US Treasury yield (%) 10-yr US Treasury yield (%)
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Breakeven analysis: corporate spreads offering excess premium

BBB corporate bond spreads
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Source: 5 year rolling default rate — Moody’s. Spreads - Bank of America Merrill Lynch/Bloomberg, 31 August 2018
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Long dated IG vs HY

Long dated IG now paying almost as much as HY
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900
850
800
750
700
650
600
550
500
450
400
350
300
250
200
150
100

50

US 15y+ BBB Corp index — US BB Corp index

Source: Bloomberg, Bank of America Merrill Lynch Indices, 14 September 2018

——USD long dated BBB index




12

Agenda

Macro and credit update




13

Duration contributions
M&G Optimal Income Fund
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Actively managing duration across markets

Source: M&G, 31 August 2018. Please note, portfolio data is based on internal sources, is unaudited and may differ from information as shown in the Monthly Fund Review
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Asset allocation over time
M&G Optimal Income Fund
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neutral

HY corporate Equity

neutral

S N N 0o o o R

Source: M&G, 31 August 2018. Please note, portfolio data is based on internal sources, is unaudited and may differ from information as shown in the Monthly Fund Review
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Average credit risk over time
M&G Optimal Income Fund
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Source: M&G, 31 August 2018. Please note, portfolio data is based on internal sources, is unaudited and may differ from information as shown in the Monthly Fund Review



Calendar year performance in sterling
M&G Optimal Income Fund
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Past performance is not a guide to future performance.

16 Source: Morningstar Inc., UK database, 31 August 2018, sterling | class shares, income reinvested, price to price



M&G Optimal Income Fund

Fund manager has outperformed the major bond sectors through different market conditions
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One of UK’s best performing bond funds since launch
Past performance is not a guide to future performance

17 Source: Morningstar, Inc., UK database, 31 August 2018, sterling | share class, income reinvested, price to price.
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For financial advisers only. Not for onward distribution. No other persons should rely on any information contained within. 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 Laurence Pountney Hill, London EC4R OHH. Registered in England No. 90776.
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Corporate bond holdings* as a % of issuer debt
M&G Optimal Income Fund
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Source: M&G internal systems, Bloomberg, 31 December 2017. *excludes derivatives and some securitized instruments



