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M&G Episode Allocation 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.

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.

The fund invests in other funds, and there is a risk that the value of the assets held by those funds is not always reflected in the funds’ reported values. The fund manager will not have control

over the management of those funds or the pricing of the assets they hold.

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

The fund will invest in emerging markets which are generally smaller, more sensitive to economic and political factors, and where investments are less easily bought and sold. In exceptional

circumstances, the fund may encounter difficulties when selling or collecting income from these investments, which could cause the fund to incur a loss. In extreme circumstances, it could lead

to the temporary suspension of dealing in shares in the fund.

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.

A more detailed description of the risk factors that apply to the fund can be found in the fund’s Prospectus.

For any performance shown, please note that 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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Agenda 

• Today’s environment

• The economic backdrop

• Opportunities and positioning
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US equity climbs a wall of worry

Source: Thomson Reuters Datastream, 19 September 2018. *Rebased to 100 as at 19 September 2016
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Why is the market worried?
Main fears focused outside the US

Tariffs

Brexit

Emerging markets

Italy
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Repricing of cash is critical for all assets

Source: Thomson Reuters Datastream, 19 September 2018. 
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Bonds a source of risk in 2018
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Earnings and economic fundamentals are encouraging

Source: Thomson Reuters Datastream, 19 September 2018.
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But pessimism still dominates

Source: Thomson Reuters Datastream, 31 August 2018

The key opportunity today
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Recent ‘episode’ in Asian stock markets

Source: Thomson Reuters Datastream, 20 September 2018. *Rebased to 100 as at 1 January 2018. Indices used are MSCI USA (USA); MSCI Korea (Korea); MSCI Singapore (Singapore); Hang Seng (Hong Kong).  
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US trade tariffs: is it all bad news?

Source: Bloomberg, 22 September 2018. Sources for quotes: http://www.xinhuanet.com/english/2018-08/31/c_137431687.htm; https://www.scmp.com/news/china/economy/article/2139520/after-donald-trumps-

move-taxes-cut-chinese-firms-factories-farms; https://www.scmp.com/business/china-business/article/2156058/chinas-central-bank-preparing-further-policy-easing-counter
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Buying fear has been a winning strategy

Source: Bank of International Settlements, August 2018. *Equal weighted: Brazil, Indonesia, Mexico, Russia, South Africa, Turkey.

Emerging market currencies: Depressed valuations and carry

EM currency basket*: Average real effective exchange rate

R
e

a
l 
e

ff
e

c
ti
v
e

 e
x
c
h

a
n

g
e

 r
a

te

Asian 

Crisis

Financial 

Crisis

Commodity 

Crisis

Trade

Crisis?



12

M&G Episode Allocation Fund
Aims to deliver total return* of at least 5% per annum above the 3-month GBP LIBOR rate

*The return aim is quoted gross of charges on a total return basis (combination of income and capital growth) and is calculated over any five-year period. There is no guarantee that the Fund will 

achieve a positive return over five years, or any other period, and investors may not get back the original amount they invested.

Source: M&G, Morningstar Inc., UK database, 31 August 2018, sterling A class shares, income reinvested, with current AMC reinvested, price to price. Volatility numbers are based on returns gross of fees. **Calculated from 31 January 2011
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Past performance is not a guide to future performance
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Positioning

Source: M&G, 20 September 2018
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Conclusions 

• Recent volatility creating exciting opportunities across global markets

• Equity versus bond the major asset allocation opportunity

• Relative value signals opening up. US equity vs. the rest of the world

• Diversification a challenge; time horizon is key

Source: M&G, September 2018
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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 0HH. Registered in England No. 90776.


