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Financial trends in 2022

2Source: M&G, January 2023

End of cheap money Death of the long bull market

Evaporating capital Value Beats Growth



2022 bear market
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Indicators showing the way

Source: Trahan Macro Research LLC, 2023



Is there a recession in the making?
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Indicators showing the way

Source: Haver Analytics, Deutsche Bank



Is there a recession in the making?
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Indicators showing the way

Source: Haver Analytics, Deutsche Bank
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Looking back at Growth and what we’ve been saying back then

Source: Dimensional, Webcast 18/09/2020 . Past performance is not a guide to future performance. 



Performance of Value vs Growth (every 3 year period in the past)

Source: Dimensional, Webcast 18/09/2020. Past performance is not a guide to future performance. 



What happened after June 2020?

Source: Dimensional, Webcast February 2023. Past performance is not a guide to future performance. 

2+ years (July 2020 – November 2022)
Value: 32,6%
Growth: 10,1%
Outperformance Value vs Growth: 22,5%
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M&G (Lux) Dynamic Allocation Fund

Investment policy:

• The Fund has a highly flexible investment approach with the freedom to invest in different types of assets issued anywhere in the world and denominated in any currency. The Fund will normally invest 
within the following net allocation ranges: 0-80% in fixed income, 20-60% in equities and 0-20% in ‘other’ assets. The Fund will typically use derivatives to gain exposure to these assets. The Fund may 
also use derivatives to take short positions (holding derivatives with the aim of delivering a positive return when the assets they are linked to fall in value) and to gain exposure to investments exceeding 
the Net Asset Value of the Fund in order to increase potential returns in both rising and falling markets. Derivatives can be used to meet the Fund’s investment objective, for hedging purposes, and for 
efficient portfolio management. The derivative instruments that the Fund can invest in to achieve its objectives include, but are not limited to, spot and forward contracts, exchange traded futures, 
swaps, credit default swaps, options, and total return swaps.

• The Fund seeks to make investments that meet the ESG Criteria, applying an Exclusionary Approach as described in the precontractual annex to the Prospectus

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.

• 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. 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.

• 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.

• ESG information from third-party data providers may be incomplete, inaccurate or unavailable. As a result, there is a risk that the Investment Manager (or sub-investment manager where applicable) 
may incorrectly assess a security or issuer, resulting in the incorrect inclusion or exclusion of a security in the portfolio of a Fund. Incomplete, inaccurate or unavailable ESG data may also act as a 
methodological limitation to a non-financial investment strategy (such as the application of ESG Criteria or similar). 

• 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. 

• Further details of the risks that apply to the fund can be found in the fund’s Prospectus.

Sustainability information: 

• The Fund promotes Environmental/Social (E/S) characteristics and while it does not have as its objective a sustainable investment, it will have a minimum proportion of 20% of sustainable investments 
with an environmental objective in economic activities that do not qualify as environmentally sustainable under the EU Taxonomy and with a social objective.

• The Fund’s sustainability information are available to investors on the Fund page of the M&G website.
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The main risks associated with this fund



The concept of value

The value of an asset: It is the highest PRICE people would agree to pay
and the lowest price people would agree to sell to own or get rid of an 
asset

Value investing: It is the ART of buying stocks which trade at a significant 
discount to their intrisic value

13



Does value matter for what we all care about?

Return = DY + EPS growth + change in multiple

Price    =        E           *           P/E

Valuations do play a 
significant role in the 

determination of 
returns

14



How strong is the correlation between value and return then?

Not because it is a good indicator of short term return

Over short period of 
time earnings growth is

the dominant factor

Source: Refinitiv Datastream, February 2023. Past performance is not a guide to future performance. 15



What if we take some distance?
You might want to « Zoom out »… even further

Conclusion: Over the long term or very long term valuations do matter! So, value investing is probably safer

Source: Refinitiv Datastream, February 2023. Past performance is not a guide to future performance. 
16



We have developed a valuation framework…
… to prevent us from doing stupid things over the long term
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Sample of assets, showing real yield against an assessment of neutrality

Equities valued fair to cheap

Neutrality

Neutrality is the positioning of the fund if all assets were trading at their ‘fair value’. This can be thought of as a strategic asset allocation. In an ideal world, when all assets were trading at their ‘fair value’, then 
neutrality would be how a fund was positioned, given its strategy and risk profile. However, assets seldom trade at fair value, so the actual allocation of each fund may not match the neutral position. 

*Real yield. For cash/bonds = prevailing interest rate/nominal yield minus consensus long term inflation expectations. For equities = inverted p/e ratio, using forward consensus earnings data. The above data is a hypothetical representation for illustrative 
purposes only and is not representative of any M&G product or strategy. No representation is being made that any account, product, or strategy will or is likely to achieve profits, losses, or results similar to those shown. 

Source: M&G, Refinitiv Datastream, 1 January 2023. 
17



But value alone cannot be enough
Valuations are always conditional upon a set of fundamentals and bahavioural factors

18Source: M&G, March 2023. 

Assessing value is a qualitative judgment
Backing value is not equivalent to betting on mean reverting tendency
To understand Top Down value investing, one need to understand the current long term regime

P/E Real Yield
• Depend on Earnings growth and level
• Depend on interest rates
• Depend on inflation

• Experience
• Fear or greed
• Perception of equity risks

• Depend on inflation and inflation expectation
• Depend on growth
• Depend on sustainability of the debt

• Experience 
• Perception of the risk to lend to government
• Ability to diversify other assets
• Yields on alternative assets



Theme #1: The investment case for being very underweight US equities

Return = DY + EPS growth + change in multiple

Index Returns Jan 2013 – 2023 (nominal, local currency unless specified)

TR Local (pa %) EPS growth* (pa %) EY  start EY current

Europe 8.6% 3.7% 8.6 7.7

US 12.7% 7.7% 7.3 5.5

Japan 10.1% 9.8% 6.7 7.8

EM (USD) 2.4% -2.4% 10.9 8.7

UK 6.1% 2.1% 8.8 9.4

Multiple expansion 
accounts for 1/3 of US 
equity returns over 
the past 10 years

*Growth in forward EPS
N.B: over the past decade, spot EUR is -20%, spot GBP -22% and spot JPY -30% vs USD

19Source: Bloomberg, 28 February 2023. 



Theme #1: The investment case for being very underweight US equities
Can we expect to « win » from a change in multiple?

US equities have the lowest Earning Yield apart from the tech buble and the post pandemic period!

Source: Refinitiv Datastream, February 2023. 20



Theme #1: The investment case for being very underweight US equities
Can we expect to « win » from EPS growth?

US profits appear elevated… the trend has been rising profit share of GDP with cyclical disruptions

Will society let profits become an even bigger share of GDP?

Historical US corporate profit share of GDP*

*Corporate profit after tax: Corporate Profits As A Percentage Of GDP (economicgreenfield.com), February 2023. 21

https://www.economicgreenfield.com/2021/03/25/corporate-profits-as-a-percentage-of-gdp-33/


Theme #1: The investment case for being very underweight US equities
What can history tell us?

Cumulative relative price return, USD

Source: BofA research Investment Committee, Global Financial Data. Note: Leadership changes when one region exhibits 12 months of consecutive outperformance, February 2023. 22



Theme #2: Restoration of value in Fixed Income 
Attractive entry point to start your journey in Fixed Income?

Overweight bonds Underweight bonds

Source: Bloomberg, 6 February 2023. 23



Theme #2: Restoration of value in Fixed Income 
Some margin of safety built in… but signs of anchoring from investors reduce its attractiveness

Source: Bloomberg, 6 February 2023. 24



Theme #3: FX carry strategy
Value is also in currencies
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Performance of high carry FX basket vs USD

Value in FX also offering positive returns over time but often correlated with other risk assets in portfolios during risk off events. 
Currently a yield of 8.7% from these currencies in our portfolio.

Source: Bloomberg, 6 February 2023. Past performance is not a guide to future performance. 25



Portfolio positioning: targets 

26

M&G (Lux) Dynamic Allocation Fund 

Source: M&G, 28 February 2023. *Fund duration as at 31 December 2022. **Includes Convertibles, infrastructure and REITS
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Calendar year performance in euros
M&G (Lux) Dynamic Allocation Fund

27Source: Morningstar Wider Universe, 28 February 2023, euro class C Acc shares, income reinvested, price to price.

Rolling 3-year total return

From
To

01/01/2020
31/12/2022

01/01/2019
31/12/2021

01/01/2018
31/12/2020

01/01/2017
31/12/2019

01/01/2016
31/12/2018

01/01/2015
31/12/2017

01/01/2014
31/12/2016

01/01/2013
31/12/2015

M&G (Lux) Dynamic Allocation Fund (EUR C Acc) 1.4 6.2 0.9 3.5 2.6 7.2 7.7 6.9

YTD 2023* Yr to MRQ** 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013

%  %  %  %  %  %  %  %  %  %  %  %

M&G (Lux) Dynamic Allocation Fund (EUR C Acc) 2.9 -2.1 -2.1 5.0 1.4 12.4 -9.9 9.4 9.6 2.8 10.7 7.5

Morningstar EUR Flexible Allocation - Global Sector 2.9 -12.4 -12.4 9.5 2.1 12.0 -8.7 4.5 1.9 1.9 5.1 4.5

Past performance is not a guide to future performance. 

The fund is actively managed and has no benchmark. Investors can assess the performance of the fund by its objective to provide a total return of 5-10% per annum over any three-year period.

Fund performance prior to 16 January 2018 is that of the M&G Dynamic Allocation Fund (a UK-authorised OEIC) which merged into this fund on 16 March 2018. Tax rates and charges may differ.

*Year to Date: 28 February 2023. **Year to Most Recent Quarter: 31 December 2022.



Product return versus major peers (1 year)

28

M&G (Lux) Dynamic Allocation Fund
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Source: Bloomberg, 31 December 2022. 

M&G (Lux) Dynamic Allocation Fund

Past performance is not a guide to future performance. 

Grey lines represent peers in the Morningstar EUR Flexible Allocation - Global sector. Comparison is on a like-for-like basis.



Performance since launch*
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Performance vs Pan European sector

M&G (Lux) Dynamic Allocation Fund (EUR C Acc) Morningstar EUR Flexible Allocation - Global Sector

29

M&G (Lux) Dynamic Allocation Fund

Source: Morningstar Wider Universe, 28 February 2023, euro class C shares, income reinvested, price-to-price basis.

Past performance is not a guide to future performance. 

Fund performance prior to 16 January 2018 is that of the M&G Dynamic Allocation Fund (a UK-authorised OEIC) which merged into this fund on 16 March 2018. 
Tax rates and charges may differ. 
*“Since launch” refers to the launch date of the M&G Dynamic Allocation Fund, which was 3 December 2009.



30Source: Morningstar Direct, 03/03/2023 – M&G (Lux) Dynamic Allocation EUR C
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Q&A



For Investment Professionals only. Not for onward distribution. No other persons should rely on any 
information contained within.
The Instrument of Incorporation, Prospectus, Key Information Document, annual or interim Investment Report and 
Financial Statements, are available in English, French or Dutch, free of charge from 
www.mandg.com/investments/be.
Before subscribing investors should read the Prospectus, which include a description of the investment risks 
relating to these funds. Please read the KID before making a decision to invest. The information contained 
herein is not a substitute for independent investment advice.
M&G Luxembourg S.A. may terminate arrangements for marketing under the new Cross-Border Distribution 
Directive denotification process.
Complaints handling information is available in English from : www.mandg.com/investments/professional-
investor/en-be/complaints-dealing-process
This financial promotion is issued by M&G Luxembourg S.A. Registered Office: 16, boulevard Royal, L-2449, 

Luxembourg.


