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M&G Optimal Income Fund
The main risks that could affect performance are set out below: 

• 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. 

• Investments in bonds are affected by interest rates, inflation and credit ratings. It is possible that bond issuers will not pay interest or return the capital. All of these events can reduce the value of 
bonds held by the fund. 

• High yield bonds usually carry greater risk that the bond issuers may not be able to pay interest or return the capital. 

• The fund may use derivatives to profit from an expected rise or fall in the value of an asset. Should the asset’s value vary in an unexpected way, the fund will incur a loss. The fund’s use of 
derivatives may be extensive and exceed the value of its assets (leverage). This has the effect of magnifying the size of losses and gains, resulting in greater fluctuations in the value of the fund. 

• Investing in emerging markets involves a greater risk of loss due to greater political, tax, economic, foreign exchange, liquidity and regulatory risks, among other factors. There may be difficulties in 
buying, selling, safekeeping or valuing investments in such countries. 

• The fund is exposed to different currencies. Derivatives are used to minimise, but may not always eliminate, the impact of movements in currency exchange rates. 

• In exceptional circumstances where assets cannot be fairly valued, or have to be sold at a large discount to raise cash, we may temporarily suspend the fund in the best interest of all investors. 

• The fund could lose money if a counterparty with which it does business becomes unwilling or unable to repay money owed to the fund. 

• Operational risks arising from errors in transactions, valuation, accounting, and financial reporting, among other things, may also affect the value of your investments. Further details of the risks that 
apply to the fund can be found in the fund's Prospectus

• Wherever a reference or indication of past performance is shown, please note,  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.

• Please note, investing in this fund means acquiring units or shares in a fund, and not in a given underlying asset such as a building or shares of a company, as these are only the underlying assets 
owned by the fund.

It is also important to note that:

The fund aims to provide a combination of capital growth and income, net of the Ongoing Charge Figure, higher than the average return of the IA £ Strategic Bond Sector over any five-year period. At 
least 50% of the fund is invested in bonds issued by government and companies from anywhere in the world, including emerging markets. These bonds can be denominated in any currency. Up to 20% 
of the fund may be invested in company shares when the fund manager believes they offer better value than bonds. The fund is a flexible global bond fund, seeking to invest in a combination of assets 
that together provide the most attractive or ‘optimal’ income stream. 

The Fund allows for the extensive use of derivatives.
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Andrew Eve
Biography

• Andrew Eve is an investment specialist in the fixed income team with a focus on 
global macro and inflation strategies. He is also Editor of the team's Bond Vigilantes 
blog.

• Andrew joined M&G in 2017, having gained a four-year Master's degree in Chemistry 
from the University of Oxford.

• He holds the Investment Management Certificate and is a CFA charterholder.



2023 outlook: 3 pieces of good news



The huge increase in money supply resulted in surging inflation
Money supply (M2)

Source: M&G, Bloomberg, Fed Z-1 financial accounts, 31 March 2023. M2 is a classification of money supply. It includes M1 – which is comprised of cash outside of the private banking system plus current account deposits – while 
also including capital in savings accounts, money market accounts and retail mutual funds, and time deposits of under $100,000. M2 is a broader classification than M1. Information is subject to change and is not a guarantee of 
future results.
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Government bonds Corporate bonds EMs Currencies Equities

2022 asset price performance
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Source: Bloomberg, ICE Bank of America, JP Morgan, 31 December 2022
*ICE Spain, Italy, Germany government index.  US ICE Treasury & agency index, ICE UK Gilt index.  ICE European currency HY index.  US ICE high yield index.  ICE Euro corporate & pfandbrief index. ICE corporate index. JPM EM $ JPM EMBI global 
diversified index.  EM $ corp JPM CEMBI broad diversified composite index.  JPM GBI-EM LCY global composite unhedged USD.  Spot rate.  World currency ranker. Stoxx 600 price index Eur .  S&P 500 index.  MSCI EM index

Past performance is no guarantee of future results



1. Inflation is on a downward trajectory
The sharp deceleration in money supply could push inflation lower

Source: M&G, Bloomberg, 31 March 2023
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2. The private sector is more resilient than in the past
Since 2008 leverage moved from the private to the public sector

Source: Bloomberg, 31 December 2022. Information is subject to change and is not a guarantee of future results.
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The labour market remains strong
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3. Attractive entry point to start your journey in Fixed Income
30y UST real yield over time

Source: Bloomberg, 30 April 2023
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Past performance is not a guide to future performance
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Investment grade corporate bonds provide natural diversification
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Rate and spread components provide separate drivers through the economic cycle

Source: Bloomberg, 30 April 2023. Information is subject to change and is not a guarantee of future results.

Past performance is not a guide to future performance
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Risk-reward in 5 year Gilts
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5y Gilts scenarios

Source: Bloomberg, 30 April 2023. Scenarios are an estimation and are not guaranteed.
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What level of defaults the market is currently pricing in
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Versus what actually happened historically 

Source: Bloomberg, Deutsche Bank, ICE indices, S&P, 30 April 2023.   *assuming 40% recovery rate for IG and 30% recovery rate for HY. Information is subject to change and is not a guarantee of future results. 
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From TINA (There Is No Alternative) to TIAA (There Is An Alternative)
S&P 500 EY vs USD Corp BBB YtM

Source: Bloomberg, 30 April 2023. *trailing 12m Earning Yield
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Why we believe an active approach is essential



Term and credit risk in practice
Full spectrum of risks for Fixed Income investors

Source: Bloomberg, 06 February 2023
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Credit markets: a deep, diverse and growing investable universe

Source: M&G, Bloomberg, 22 December 2022
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JPM bonds
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1 stock…more than 2000 bonds available!

Source: Bloomberg



Significant fundamental credit research and sustainability resources
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Fundamental credit analysis is at the core of our value based approach

Source: M&G, as at 31 October 2022. Years of experience.

• One of the largest and most experienced teams 

in Europe

• Analysts are sector specialists with an average 

14 years experience

• 44 research analysts, supported by 37

Stewardship and Sustainability specialists, and

23 restructuring specialists

• ESG factors integrated into credit views

• Engagement with borrowers is the key to 

delivering long term sustainability

• All Research output is generated in real time

• Analysts outputs include internal M&G ratings 

for over 2,200 corporate and ABS issuers

Rachita Patel 
Retail, Media & Leisure (21) 

Simon Duff 
Telecoms and Media (25) 

Orlando Finzi 
Energy,Utilities & Paper (26) 

Vladimir Jovkovic
Chemicals (18) 

Stephen Wilson-Smith 
Retails & Consumer (31) 

Miriam Hehir
Industrials (27) 

Saul Casadio
Paper & Shipping (20) 

Chris Money
Technology (16)

Claire Schoeman
ABS (22) 

Josephine Meertens
ABS (20) 

James O’Prey
ABS (18) 

Tim Morris
ABS (14) 

Eoin O’Shaughnessy
ABS (14) 

James Crole
ABS (9)

Alex Giles
Insurance (26)

Darryn Hillson
ABS (10)

Hannah Godwin
Insurance (10)

Adrian Cighi
Banks (13)

Jaimin Shah
Banks (18)

Alexander Radon
(11)

Dave Covey (26)
Head of Public Credit Research

Chris Saysell
Automotive (28) 

Eleonora Martignoni
(8)

Erwan Audigou
ABS (9)

Christopher Butt
ABS (8)

Laura Boehm
(8)

Cristina De Guzman 
ABS (5)

Ashika Chandarana
ABS (4)

Rob Marshall (26)
Global Head of Stewardship and Sustainability

Team of 36 Climate, Sustainability and Stewardship specialists

U.S. Office

Afrim Ponik
Utilities (18)

David Roberts
Energy (25)

Andrew Maslan
Basic Ind., Leisure (14)

Stacey Kerelska
Mining, Transport (14)

Mathew Milbourn
US Healthcare (7)

Robert Stackhouse 
REITs, Industrials (6) 

Bradley Bull
(5)

Elsa Dargent
Banks (11)

Nijat Ibrahimov
(7)

Alessandro Pisterzi
ABS (4)

Ben Evans
ABS (6)

JR Wagner
ESG (3)

Anuj Babber (22) 
Head of Structured 

Credit Research

Asia Office

Yong Hong Tan (22)

Lucinda Zhou (17)

Andrew Amos (26)
Head of Restructuring & Debt Solutions

Team of 22 restructuring specialists



M&G Optimal Income Fund



M&G Optimal Income Fund
.

Source: M&G, 30 September 2022

Our investable universeFund at a glance

Govt 
Bonds, 
33.3%
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33.3%

HY Corp, 
33.3%

Our style (neutral position)

$29.6tn
$10.1tn

Global Government 
bonds

Global IG 
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Global HY

$2.3tn

A fully flexible bond fund with the 
ability to invest up to 20% in equities
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Performance in Sterling
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M&G Optimal Income Fund

** Year to date performance to end of most recent quarter – 31 March 2023. 
Source: Morningstar, Inc. and M&G, 30 April 2023, sterling I share class, Returns are calculated on a price-to-price basis with income reinvested. Benchmark returns stated in GBP terms.  

Past performance is not a guide to future performance

*Prior to 6th March 2023 the benchmark was IA Sterling Strategic Corporate Bond Sector Average. Thereafter it is a composite index comprising 1/3 Bloomberg Global Treasury Index GBP Hedged, 1/3 Bloomberg Global Aggregate 
Corporate Index GBP Hedged, 1/3 Bloomberg Global High Yield Index GBP Hedged. 

The benchmark is a target which the fund seeks to outperform. The sector has been chosen as the benchmark as the fund is a constituent of the sector. The benchmark is used solely to measure the fund’s performance and does not 
constrain the fund’s portfolio construction.

The fund is actively managed. The fund manager has complete freedom in choosing which investments to buy, hold and sell in the fund.

Rolling periods performance

Annual performance

YTD MRQ** 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013

 %  %  %  %  %  %  %  %  %  %  %

M&G Optimal Income Fund 3.2 -10.5 2.8 3.0 9.0 -3.3 5.8 8.1 -0.9 5.2 7.7

Benchmark* 2.9 -11.7 0.9 6.1 9.2 -2.5 5.2 7.0 -0.3 6.2 2.7

YTD 1 Month 3 Months 6 Months 1 Year 3 Years 5 Years 10 years

 %  %  %  %  %  %  %  %

M&G Optimal Income Fund 4.8 1.5 0.5 9.2 1.9 2.2 0.8 2.5

Benchmark* 3.4 0.4 0.4 6.2 -2.6 0.4 1.0 2.1



Performance in Sterling
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M&G Optimal Income Fund

Source: Morningstar, Inc. and M&G, 30 April 2023, sterling I share class, price to price, income reinvested, net of fees.  Benchmark returns stated in GBP terms. Gross performance includes the actual OCF reinvested back into the price. 

Past performance is not a guide to future performance

*Prior to 6th March 2023 the benchmark was IA Sterling Strategic Corporate Bond Sector Average. Thereafter it is a composite index comprising 1/3 Bloomberg Global Treasury Index GBP Hedged, 1/3 Bloomberg Global Aggregate Corporate Index GBP Hedged, 
1/3 Bloomberg Global High Yield Index GBP Hedged.

The benchmark is a target which the fund seeks to outperform. The benchmark is used solely to measure the fund’s performance and does not constrain the fund’s portfolio construction.  The fund is actively managed. The fund manager has complete freedom 
in choosing which investments to buy, hold and sell in the fund.
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The value of investments will fluctuate, which will cause fund prices to fall as well as rise and investors may not get back the original amount invested.

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 10 Fenchurch Avenue, London EC3M 5AG. 
Registered in England and Wales. Registered Number 90776.
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