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Meanwhile, the European Central Bank (ECB) largely stuck to its

Investor concerns over a major slowdown in global growth, and

Q1 plans, saying it would accelerate the winding down of its bond

therefore corporate earnings, escalated during the second quarter

purchases from July, and signalling an upcoming 25bp rate hike.

(Q2) of 2022, especially in June. This came as steep interest rate

This was largely in line with market expectations. The Bank also

hikes in the US and strict Chinese Covid-19 lockdowns, as well

revised its economic growth outlook lower to 2.8% for 2022 (from

as the ongoing destructive Russia-Ukraine war, led to downward

3.7%) and 2.1% for 2023 (from 2.8%). Despite an acceleration in

revisions in economic growth expectations for the world’s biggest

Q1 GDP growth to 5.4% y/y in the Eurozone, market watchers

economies. Further rises in energy and food prices also led

are more worried about a coming recession in the region due to

to more speculation over extended inflationary pressures and

its less-flexible economic structure; it continues to recover more

stagflation and/or recession, even as other commodity prices lost

slowly from the Coronavirus crisis than the US and UK. In France,

ground. This combination of factors resulted in losses across most

the CAC 40 returned -14.4%, while Germany’s DAX delivered

financial markets – equities, nominal bonds and inflation-linked

-16.7% for the quarter in US dollars.

bonds. For the quarter ended 30 June 2022, the MSCI All Country
World Index returned -15.7%, the MSCI Emerging Markets Index
produced -11.4%, and the Bloomberg Global Aggregate Bond
Index delivered -8.3% (all in US$).

and above market forecasts of 8.3% y/y. At the same time, US
economic growth shrank by 1.6% y/y in Q1 2022 as consumer
incomes and corporate profits were hit by higher prices for food
and energy and the end of Covid-related stimulus payments. The
US Federal Reserve’s 75bp rate hike in June was an aggressive
response to this accelerating inflation, a move which prompted
more market-watchers to predict a recession ahead. Many noted
that, given that inflation has largely stemmed from supply-side

deteriorating
and interest
rate outlook, resulting in an
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unusually volatile market: the Bloomberg Aggregate US Treasuries
Index returned -9.2% in US$, after the -6.2% recorded in Q1.

Since inception
cumulative
performance
(Bred
Class)
Meanwhile,
US equity
markets were
deeply in the
for the

$ 100 Initial Investment

quarter: in US dollars, the Nasdaq delivered -22.3%, the Dow
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In the UK,
110the Bank of England implemented another interest
rate hike in June, taking its main bank rate to 1.25%, the highest
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level in 13 years. This came against inflation of 9.1% y/y in May.
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UK equities were also deeply in the red: the FTSE 100 returned
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-11.2% in US dollars.

Q1 2022 GDP growth was reported at -0.5%, slower than the 1.0%
expected, and the equity market also lost ground with the Nikkei
returning -15.1% in US dollars for the quarter.

quarter as Covid infection rates started to slow, allowing the
government to ease some of its ultra-strict lockdown conditions
in Shanghai and certain other areas. The country recorded betterthan-expected GDP growth of 4.8% y/y in Q1, up from 4.0%

concerned not only about growth, but also about the widening

June 2022

divergence between local and US interest rates, which has put

Chinese bonds and the yuan under selling pressure. For the quarter,
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returned 3.5%, both in US dollars.
Other large emerging equity markets were in the red for the quarter,
all in US$ terms, with Brazil’s Bovespa the worst performer at
-25.4%. The MSCI South Africa was close behind with -22.9%,
while South Korea’s KOSPI was down 20.8%, the MSCI India fell
13.5% and the MSCI Turkey recorded a -10.9% return.
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$ 113.89
Energy prices continued their rise, but at a moderated
pace: Brent
crude oil gained 6.4% during the quarter after experiencing some
softness in June. Year-to-date the price is up some 47% in US
dollars. Looking at precious metals, gold fell 6.0% for the quarter,
while platinum
lost 7.7% and palladium
2021
2022 was down 13.2%. Other
industrial metals prices lost between 20-30% amid heightened
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worries of a global growth slowdown.
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its June meeting, in line with expectations. The central bank is

US Treasury bonds sold off sharply as a consequence of the
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quarter, as it left its policy rate unchanged at -0.1%. The market

People’s Bank of China (PBOC) left interest rates unchanged at

Highest annualised return
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central bank to maintain an ultra-easy monetary policy during the

now see rates reaching 3.4% in 2022, well above the 1.9% forecast
in March, as well as increased chances of recession.
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curbing inflation as with demand-driven factors. Fed policymakers
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In Japan, the Bank of Japan (BOJ) continued to be the only major

y/y the previous quarter, and the latest data showed a surge in

factors, higher interest rates were not likely to be as effective in

Risk of not earning meaningful inflationbeating returns over the long-term
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continues to forecast no interest rate hikes through 2023. Japan’s

In the US, inflation hit 8.6% y/y in May, the highest since 1981
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Equity 64.8%
Bonds 21.8%

Fund facts

Fund objective

The Fund’s objective is to provide
investors with capital growth over the
long-term by investing in a diversified
portfolio of global assets.

Investor profile

Investors seeking long-term capital
growth from a diversified portfolio of
global assets. The recommended
investment horizon is 5 years or longer.

Investment mandate

The Fund aims to achieve its objective
by investing across a diversified
portfolio of global assets. This includes
exposure to equity securities (including
property), cash, bonds, currencies and
commodities. The Fund may invest up
to 75% in equity securities (excluding
property) and up to 25% in property
securities. The Fund may invest in other
collective investment schemes and in
financial derivative instruments.

Investment manager
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Performance

At present, we have a relatively neutral view on bonds. They have

For the second quarter of 2022, the fund returned -12.5% (net of

fallen in value considerably since the start of the year when we

fees), outperforming its benchmark by 0.6%. Over the 12 months

thought they were unattractive. However, given the wide range of

ending 30 June 2022, the fund generated a return of -13.2%,

potential outcomes in this challenging environment, we generally

outperforming its benchmark by 1.2% over the same period.

remain cautious, while recognising that pockets of value may appear.

Contributing to absolute performance over the quarter was

Global equities have retreated too as recession risks have

the fund’s exposure to Chinese equities. Main detractors from

increased. In this uncertain environment, we will continue to

absolute performance over this period came from US and broad

look for opportunities to add equities where we feel investors

global equity exposure, European corporate bonds and emerging

have become too pessimistic about the economic outlook and

market hard currency government bonds.

prices look attractive.
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During the period we started a new position in 30-year US Treasuries

An electronic copy of this
document is available at
www.mandg.co.za

after a sell-off which saw their yields rise to levels that we think
somewhat reflect the nature of the inflation issue. This had the
effect of reducing the fund’s underweight duration position. In
our view, these long-dated bonds may help in the event of an

Disclaimer

economic growth shock or equity market panic.

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.

In light of the high levels of uncertainty at present, the fund has
an elevated cash weighting, which also provides the scope to
respond to opportunities that may arise in turbulent markets.
The upward movement of interest rates and rate expectations
remains a key issue for investors. Developed market government
bond yields have risen sharply, with meaningful policy tightening
now priced in. Policymakers appeared determined to bring
inflation under control and it remains to be seen whether it will
be possible to raise interest rates aggressively without causing
an economic slowdown.

2

M&G Global Balanced Fund

Sources: M&G Investments, Morningstar & Deutsche Securities

