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DESCRIPTION M&G Corporate Bond Fund - GBP March 2024

SUMMARY

M&G is a leading fixed income fund manager, with total assets under management of c.£44bn in the

fixed income space. The company has a key competitive advantage in proprietary credit research, with

one of Europe's largest teams of dedicated credit analysts. The Corporate Bond Fund has a

considerable track record, having been the first such fund launched in the UK, in 1994. The current

manager, Richard Woolnough, is a well-known manager and has run this fund since 2004. The aim of

the Fund is to provide both income and some degree of capital growth. The Fund is conservatively run,

with at least 70% of its assets invested in sterling-denominated corporate bonds, and any remainder

fully hedged back into sterling.

The Fund invests primarily in investment grade instruments, but has the flexibility to include high yield

bonds and government bonds where appropriate. The Fund may also use derivatives for investment

purposes, although extensive use is not generally made of them under normal circumstances. The

manager runs the Fund with an emphasis on downside protection, and targets total returns, rather

than a reference benchmark.

Whilst M&G has recently initiated in-house ESG analysis, based on MSCI and Sustainalytics data, as well

as proprietary research, this fund does not screen on an ESG basis, and, as a bondholders do not have

voting rights, there is limited opportunity to influence company managements. The manager observes,

however, that bonds that are highly regarded, tend also to come from issuers with high ESG standards.

ASSET TYPE Debt 93.96%

Unreported 6.04%

INVESTMENT PROCESS

The Corporate Bond Fund is run with a relative value bias, playing different parts of yield curves,

company structures and across markets. The approach is driven primarily by bottom-up stock

selection, but is informed by a top-down macro view of the global economic and political factors that

affect the fixed income markets.

The Manager is supported by a team of four assistants and eight analysts who are involved in the

selection of investments. As different factors dominate returns at different stages of the economic

cycle, the manager applies a dynamic investment approach, changing the blend of duration and credit

exposure in the portfolio to give appropriate weight to those drivers of returns at each stage of the

cycle. The Fund is managed without reference to a benchmark. This flexibility gives the manager

greater investment freedom and enables him to take a high-conviction approach when selecting

credits for the portfolio.

Diversification is an essential element of the fund’s investment strategy given the potentially large

impact on performance of individual bond defaults. The Fund therefore aims to be sufficiently

diversified across different issuers. Diversification across different industries is also crucial.

Downgrades and defaults tend to be concentrated within individual sectors, so diversification across a

wide range of sectors helps to limit losses should the fundamentals of any particular sector

deteriorate.

The in-house credit analysis focuses on business risk (considering areas such as management, market

position and product strategy), financial risk (for example, cashflow, debt, profit margins) and bond

structure and covenants. This research is proprietary and not available outside M&G. In addition to

daily contact with the London-based analysts, the manager also has regular interaction with

Prudential’s highly regarded credit research team based in Chicago. PPM America is a well-resourced

and established fixed income fund manager; a formalised relationship gives M&G’s fund managers

access to the views and proprietary research of their team of ‘on-the-ground’ analysts. Additionally, the

fund managers meet the US team in Chicago on a quarterly basis.

Risk management is undertaken by an independent in-house team, that monitors the key metrics of

the portfolios as well as details of individual and aggregated positions. They provide active challenge to

the fund managers, rather than simply passive reporting. 
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REGIONAL EXPOSURE

USA

17.57%

Europe

72.49%

Asia Pacific

2.19%

Unreported 6.03%

EQUITY MARKET CAP (%)

Not Applicable

AGGREGATED NET EXPOSURE M&G Corporate Bond Fund - GBP March 2024



BOND

MATURITIES

Short Term (1-3 yr) 4.25%

Intermediate Term (3-10 yr) 58.76%

Long Term (>10 yr) 34.19%

Unreported 2.80%

BOND

RATINGS

Investment Grade 97.99%

Speculative Grade/High Yield 0.98%

Unreported 1.03%
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OVERALL PERFORMANCE M&G Corporate Bond Fund - GBP March 2024

M&G CORPORATE BOND-GBP-I-ACC Sterling Aggregate Corporate TR GBP

GROWTH (%) - OVER 1 YEAR 3 Apr 2023 - 29 Mar 2024
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RETURNS M&G Corporate Bond Fund - GBP March 2024

M&G CORPORATE BOND-GBP-I-ACC Sterling Aggregate Corporate TR GBP
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MONTHLY BREAKDOWN AND YEARLY TOTALS (%)

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YEAR

2024 -1.37 -0.90 2.38 0.08

2023 4.18 -1.66 0.43 0.10 -1.97 -1.18 2.27 0.06 -0.15 0.07 3.65 4.57 10.57

2022 -2.21 -2.36 -0.99 -2.25 -0.74 -4.08 3.01 -4.81 -7.82 4.07 4.48 -2.03 -15.26

2021 -0.67 -2.29 0.27 0.46 0.05 1.04 1.12 0.14 -1.85 0.20 0.84 -1.01 -1.76

2020 1.41 -0.95 -7.44 6.60 -0.10 1.92 2.03 -1.15 0.60 0.41 1.84 1.22 5.97

2019 1.79 0.29 1.93 0.59 0.32 1.77 1.77 1.30 0.59 -0.87 0.29 1.02 11.32

Capped to 6 years.

ANNUALISED ROLLING RETURNS (%)

1 YEAR 3 YEAR 5 YEAR INCEPTION

7.60 -1.82 0.87 4.81

7.31 -3.45 -0.13 4.11

CUMULATIVE RETURNS (%)

1 YEAR 3 YEAR 5 YEAR INCEPTION

7.54 -5.34 4.42 118.79

7.26 -9.95 -0.65 95.83
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ANNUALISED ANALYTICS M&G Corporate Bond Fund - GBP March 2024

M&G CORPORATE BOND-GBP-I-ACC Sterling Aggregate Corporate TR GBP

PERFORMANCE - OVER 1 YEAR 3 Apr 2023 - 29 Mar 2024

RETURNS (%) 7.60 7.31

VOLATILITY (%) 6.59 6.47

ALPHA 0.07 *

BETA 0.88 * 1.00

CORRELATION 0.99 * 1.00

SHARPE RATIO 0.39 0.35

SORTINO RATIO 0.57 0.51

MAX DRAWDOWN (%) -5.12 -5.47

*Calculated over a 3 year period where history permits.

PERFORMANCE - FROM INCEPTION 4 Jul 2007 - 29 Mar 2024

RETURNS (%) 4.81 4.11

VOLATILITY (%) 6.08 6.13

ALPHA 0.11

BETA 0.75 1.00

CORRELATION 0.92 1.00

SHARPE RATIO 0.55 0.43

SORTINO RATIO 0.79 0.61

MAX DRAWDOWN (%) -25.30 -30.11

SIMPLE STRESS TEST DRAWDOWN (%) 3 Apr 2023 - 29 Mar 2024

Stress test notes

The chart shows the calculated drawdown over a

trailing 12-month period. The Review Point is a

potential intervention point. Any drawdown

above this line indicates a typical drawdown in a

normal market cycle. Should the drawdown

exceed the Review Point, then this indicates that

market conditions may be abnormal. This is the

point at which immediate action should be

considered.
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DISCLAIMER M&G Corporate Bond Fund - GBP March 2024

Risk warning: The past is not necessarily a guide to future performance. The value of your investment and the income from it can fall as well as rise and is not guaranteed. You may not get back the full amount

invested. Our views are based upon our understanding of current legislation in England. Levels and bases of, and reliefs from, taxation are subject to change and their value to you will depend upon your personal

circumstances. You should not act on any of the information without seeking professional advice. clarity Ltd is authorised and regulated by the Financial Conduct Authority (FCA).
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