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Learning outcome statements

• Overview on the current macro-economic situation in terms of global growth and inflation with a particular focus on potential impacts 
of inflation on asset prices 

• As the upcoming COP26 meeting in Glasgow moving into the spotlight over the next weeks, what are the key issues that need to be 
addressed with regards to climate change?

• How can we build a multi asset portfolio that is focusing with equal measure on financial risks and opportunities as well as investing for 
a sustainable economy? 
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• 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 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.

• 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.

• 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.

• The views expressed in this document should not be taken as a recommendation, advice or forecast.

M&G Sustainable Multi Asset Cautious Fund
Risks associated with this fund
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• 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 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.

• 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.

• 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.

• The views expressed in this document should not be taken as a recommendation, advice or forecast.

M&G Sustainable Multi Asset Balanced Fund
Risks associated with this fund
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• 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 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.

• 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.

• 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.

• The views expressed in this document should not be taken as a recommendation, advice or forecast.

M&G Sustainable Multi Asset Growth Fund
Risks associated with this fund
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Maria Municchi

• Joined M&G in 2009 and is a member of the Multi Asset team and the Positive Impact Team

• Fund Manager for Sustainable Allocation and Sustainable Multi Asset strategies, Deputy fund manager for 
the Episode Income and Income Allocation strategies

• Before joining M&G, Maria worked at Barings and UBS Asset Management

• She has an MSc in international management and finance, is a CFA charterholder and has also successfully 
completed the University of Cambridge Institute of Sustainability Leadership programme in Business 
Sustainability Management

Biography
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What’s on investors’ minds?
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Key narratives for Autumn 2021

Images sources: By Federalreserve - _D814594, Public Domain, https://commons.wikimedia.org/w/index.php?curid=71538660, Gettyimages. 



Growth data 

8Source: Refinitiv Datastream, August 2021. *Bloomberg, August 201, growth estimates: respective Central banks, for China: International Monetary Fund  
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Global Composite PMI 

US PMI Eurozone PMI UK Eurozone China
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While PMI data have decreased they are still mostly in expansionary territory
Strong recovery in 2021, normalisation thereafter 
Future forecasts are not a reliable indicator of future performance



Impact of yields and interest rates on risk-assets 
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What regime are we in?

Source: Refinitiv Datastream, September 2021. *As measured by the S&P 500 price returns 

‘Benign’ rising rate regime

+98%

+78% 

+28%

-6%

-10%

‘Malign’ rising rate regime 

• Rate impact dominates growth

• All assets weaken

• Positive bond/equity correlation
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Evolution of yields and equity returns 

Fed Funds rate 2 yr US gov bond yield 30 yr US gov bond yield

-9%

Significant risk-off phase due to rate/yield concerns*

Strong risk rally*

• Associated with stronger growth

• Risk assets can appreciate 

• Negative bond/equity correlation
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Inflation
A closer look 

Source: M&G, Bloomberg, 30 July 2021
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On inflation, the jury will be out for a while yet
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Earnings revisions have driven equity markets

Source: Refinitiv Datastream, 3 September 2021

Past performance is not a guide to future performance. 
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Despite strong performance equities have actually become cheaper
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‘

Source: Refinitiv Datastream, 20 September 2021
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Real yield of 30-year sovereign bonds (in local currency) 
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Past performance is not a guide to future performance. 

Views on asset class:

• Significantly higher yields vs DM bonds 

• Recent inflation pressure appears to be transitory

• Convergence theme

• Vulnerability significantly lower vs taper tantrum 

as interest rate moves largely priced in 

Selected emerging market bonds
An attractive asset class



The need to close the gap 

13
Source: Climate Analytics and World Resources Institute, ‘Closing the gap‘ report, September 2021: https://climateanalytics.org/publications/2021/closing-the-gap-the-impact-of-g20-climate-commitments-on-limiting-temperature-rise-to-15c/

COP26 will focus minds, but significant investments are needed to achieve climate goals 

The impact of different G20 ambition levels on limiting global 

temperature riseMapping the current G20 climate commitments

The map shows nationally determined contributions (NDCs) submitted during the first update 
cycle under the Paris Agreement as well as whether or not countries have announced net zero 
targets and for when. Note: The European Union as a whole has a net zero target for 2050. 



Today’s client outcomes

Sustainability outcome Return and risk outcome

Dual objective

Source: M&G, November 2020. 

How can we provide a solution to both?

14



Sustainable Multi Asset Range
Product features
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Source: M&G, February 2021. 

Volatility barometer

Fund name
M&G Sustainable Multi Asset

Cautious Fund
M&G Sustainable Multi Asset

Balanced Fund
M&G Sustainable Multi Asset

Growth Fund

Aim to limit average volatility
(pa over a 5yr rolling period)

9% 12% 17%

Sector IA volatility managed IA volatility managed IA volatility managed

Typical equity allocation ranges

Performance comparator IA Mixed Investment 0-35% IA Mixed Investment 20-60% IA Flexible Investment

Expected MSCI ESG rating A-AA A-AA A-AA

Expected carbon intensity Below MSCI AC World Below MSCI AC World Below MSCI AC World

Expected positive impact exposure 20% to 50% 20% to 50% 20% to 50%

External risk ratings 

External sustainability ratings 

0-35% 20-60% 55-100%

Fi
n
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ci

al

Bond-like 2/3 equity volatility Equity-like
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Past performance is not a guide to future performance. ESG rating published by MSCI. Ratings should not be taken as a recommendation.
This report contains certain information (the “Information”) sourced from MSCI ESG Research LLC, or its affiliates or information providers (the “ESG Parties”). The information may only be used for your internal use, may not be reproduced or 
disseminated in any form and may not be used as a basis for or a component of any financial instruments or products or indices. Although they obtain information from sources they consider reliable, none of the ESG Parties warrants or guarantees 
the originality, accuracy and/or completeness, of any data herein and expressly disclaim all express or implied warranties, including those of merchantability and fitness for a particular purpose. None of the MSCI information is intended to 
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, nor should it be taken as an indication or guarantee of any future performance, analysis, 
forecast or prediction. None of the ESG Parties shall have any liability for any errors or omissions in connection with any data herein, or any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost 
profits) even if notified of the possibility of such damages. MSCI ESG Ratings should not be confused with credit ratings. More information about the ESG ratings methodology used by MSCI to rate companies can be found at: 
https://www.msci.com/our-solutions/esg-investing/esg-ratings.



Combining asset allocation and sustainability 
Example: M&G Sustainable Multi Asset Balanced Fund

Source M&G, August 2021

Sustainability

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. 

There is no guarantee that the fund will achieve a positive return over any period. Investors may not get back the original amount they invested.

Climate Focus: 
• Encompasses the whole portfolio, 

not only focused on positive 
impact

• Sector exclusions & government E
overlay

• Carbon mission management & 
climate scenario analysis 

Positive Impact:
• 20 – 50% allocation
• Dedicated to investments which are 

actively addressing the biggest 
societal and environmental 
challenges

• Listed impact equities; Green bonds; 
Infrastructure; supranational bonds; 
Specialty funds

Asset allocation neutrality

Fixed 
income

50%

Other
10%

Typical Asset Allocation ranges

20%-60%

20%-80%

0%-20%

Positive ESG Tilt:
• Focuses on investments with 

better ESG quality based on ESG 
scores

• Listed equities, corporate bonds, 
EM & DM gov bonds 

Equity 
40%

ESG Screened

For illustrative purposes only. 

Positive ESG tilt
Positive 
Impact



Combining asset allocation and sustainability 
Example: M&G Sustainable Multi Asset Balanced Fund

Source M&G, 31 August 2021

Weight in fundCurrent asset allocation in %

0

5

10

15

20

25

30

35

40

45

50

Equity 
40%

ESG Screened

Impact - Equities, 
17%

Impact - Corporate 
Green Bonds, 5%

Impact - Supranationals,
9%

Impact - Sovereigns, 2%

Impact - Infrastructure, 5%

ESG - Govt Bonds, 
22%

ESG - EM bonds, 
4%

ESG - Credit, 
3%

ESG - Equity, 
28%

Cash, 6%

Sustainability in practice 

0.4%

0.5%

2.0%

1.4%

Total Positive impact: 36% 

0.4%

https://www.google.co.uk/imgres?imgurl=https://d9hhrg4mnvzow.cloudfront.net/www.cognaedu.com.br/f0ea02f4-lg-cogna.svg&imgrefurl=https://www.cognaedu.com.br/&docid=3j421Vz2oVwUQM&tbnid=2Kpua54W49DKBM:&vet=10ahUKEwjx3eauotXlAhUSEBQKHRqgAykQMwhCKAAwAA..i&w=800&h=284&safe=active&bih=1323&biw=3440&q=cogna educacao logo&ved=0ahUKEwjx3eauotXlAhUSEBQKHRqgAykQMwhCKAAwAA&iact=mrc&uact=8
https://www.google.co.uk/imgres?imgurl=https://d9hhrg4mnvzow.cloudfront.net/www.cognaedu.com.br/f0ea02f4-lg-cogna.svg&imgrefurl=https://www.cognaedu.com.br/&docid=3j421Vz2oVwUQM&tbnid=2Kpua54W49DKBM:&vet=10ahUKEwjx3eauotXlAhUSEBQKHRqgAykQMwhCKAAwAA..i&w=800&h=284&safe=active&bih=1323&biw=3440&q=cogna educacao logo&ved=0ahUKEwjx3eauotXlAhUSEBQKHRqgAykQMwhCKAAwAA&iact=mrc&uact=8


Supporting the conversation you have with your clients on sustainability
M&G sustainable multi asset funds

Source: M&G, July 2021. KPI = Key Performance Indicators. Information given in this document has been obtained from, or based upon, sources believed to be reliable and accurate, although M&G does not accept liability for the accuracy of the contents. 
1Based on 85% (% of IPO funds committed) of annual production of whole portfolio when fully constructed.
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July 2021 ESG and Impact ReportsJuly 2021 ESG and Impact Report: KPI examples



Appendix 



Positive ESG tilt
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Company Holdings

Source M&G, August 2021

Government Holdings  

Exclude if in breach of 
UN Global Compact Principles

Exclude 
controversial sectors

Focus on corporates with 
better ESG quality

Active voting policy and 
ESG engagement

Excluded

XXXThermal Coal Extraction  

Controversial Weapons 

Alcohol 

Adult entertainment

Gambling 

Tobacco*

Quantitative ESG screening Excluded

Qualitative assessment 
on social factors

Qualitative assessment 
on environmental factors

Positive ImpactPositive ESG tilt Climate Focus

Backward & forward looking 
climate considerations

*We apply a 0% revenue threshold for tobacco producers and a 10% revenue threshold for distributors.



Positive Impact

• Aligned with UN Sustainable Development Goals

• Specific measurable outcomes and KPIs

III Positive Impact Framework

Our approach: differentiated impact investing

ntentionnvestment mpact

• Measurability
• Materiality/

revenues to SDGs

• Mission statement 
and purpose

• ESG & Culture

• Quality of 
investment

• Risk assessment

i i i

21

Positive ImpactPositive ESG tilt Climate Focus

Positive Impact across many asset classes:

• Listed equities

• Green and sustainable bonds

• Supranational bonds

• Green infrastructure

• Bonds and convertible bonds of impactful companies

While we support the UN SDGs, we are not associated with the UN and our funds are not endorsed by them.



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.


