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Authorised Corporate Director’s Report

The Authorised Corporate Director (ACD) of M&G
Investment Funds (1) presents its Annual Long Report
and audited Financial Statements for the year ended
31 August 2021.

The audited financial statements of M&G Investment
Funds (1) and the investment report and audited
financial statements and notes of each sub-fund are
presented in their individual sections of this report as
set out in the contents page.

Please note that we have included an explanation of key
investment terminology in the ‘Glossary’ (at the back of
this report).

Company information

M&G Investment Funds (1) is an umbrella Open-Ended
Investment Company (OEIC) and contains 11 sub-funds,
hereinafter referred to as ‘funds’ in the rest of this
report. Each fund is a UCITS (Undertakings for
Collective Investment in Transferable Securities)
scheme as defined in the Collective Investment
Schemes sourcebook, as issued (and amended) by the
Financial Conduct Authority (FCA). This OEIC is an
Investment Company with Variable Capital (ICVC)
incorporated under the Open-Ended Investment
Companies Regulations 2001. It is authorised and
regulated by the FCA under the Financial Services and
Markets Act 2000.

The Company was authorised on 6 June 2001 and was
launched on 1 November 2001, following the conversion
of a series of authorised unit trusts.

The Company’s principal activity is to carry on business
as an OEIC. The Company is structured as an umbrella
company, and different funds may be established by
the ACD from time to time with the agreement of the
Depositary and approval from the FCA. The funds are
operated separately and the assets of each fund are
managed in accordance with the investment objective
and policy applicable to that fund.

As at 31 August 2021, none of the funds held shares of
the other funds within this OEIC.

A shareholder is not liable for the debts of the Company
and will never be liable to make any further payment to
the Company after paying the purchase price of the
shares.

Fund managers

The following fund managers are employed by M&G FA
Limited which is an associate of M&G Securities
Limited.

M&G Asian Fund
David Perrett

M&G European Index Tracker Fund
Nigel Booth

M&G European Select Fund
Richard Halle

M&G European Sustain Paris Aligned Fund
(formerly M&G Pan European Select Fund)
John William Olsen

M&G Global Sustain Paris Aligned Fund
(formerly M&G Global Select Fund)
John William Olsen

M&G Global Themes Fund
Alex Araujo

M&G Japan Fund
Carl Vine

M&G Japan Smaller Companies Fund
Carl Vine

M&G North American Dividend Fund
John Weavers

M&G North American Value Fund
Daniel White

M&G Pan European Select Smaller Companies Fund
Michael Oliveros

ACD

M&G Securities Limited,

10 Fenchurch Avenue, London EC3M 5AG, UK
Telephone: 0800 390 390 (UK only)

(Authorised and regulated by the Financial Conduct
Authority. M&G Securities Limited is a member of the
Investment Association and of The Investing and Saving
Alliance)
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Directors of the ACD

N J Brooks*, C Dobson (non executive director),

S A Fitzgerald, P R Jelfs,

M McGrade (non executive director), L J Mumford

* Appointed 19 May 2021.

Investment manager

M&G Investment Management Limited,

10 Fenchurch Avenue, London EC3M 5AG, UK
Telephone: +44 (0)20 7626 4588

(Authorised and regulated by the Financial Conduct
Authority)

Registrar

SS&C Financial Services Europe Ltd,

SS&C House, St. Nicholas Lane, Basildon, Essex
SS15 5FS, UK

(Authorised and regulated by the Financial Conduct
Authority)

Depositary

NatWest Trustee & Depositary Services Limited,
House A, Floor O, 175 Glasgow Road, Gogarburn,
Edinburgh EH12 1HQ, UK

(Authorised and regulated by the Financial Conduct
Authority)

Independent auditor
Ernst & Young LLP
Atria One, 144 Morrison Street, Edinburgh EH3 8EX, UK

Annual value assessment

An annual assessment report is available which shows
the value provided to investors in each of

M&G’s UK-based funds. The assessment report
evaluates whether M&G'’s charges are justified in the
context of the overall service delivered to its investors.
The report can be found at www.mandg.co.uk/
valueassessment
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Important information

On 17 September 2020 the benchmark wording
changed for all funds. (We would like to make you
aware that in the M&G Investment Funds (1) Interim
Long Report and unaudited Financial Statements for the
six months ended 28 February 2021 the date for the
benchmark wording change was incorrectly stated as 27
November 2020.)

On 15 December 2020, the following share class was
closed within the M&G European Index Tracker
Fund: Euro Class ‘A’ Accumulation.

On 15 December 2020, the following share classes were
closed within the M&G European Select

Fund: Euro Class ‘A’ Accumulation and Euro Class ‘C’
Accumulation.

On 15 December 2020, the following share classes were
closed within the M&G Global Themes Fund: US dollar
Class ‘A’ Income, US dollar Class 'C’ Income and US
dollar Class ‘C’ Accumulation.

On 15 December 2020, the following share classes were
closed within the M&G Pan European Select Smaller
Companies Fund: Euro Class ‘A’ Accumulation, Euro
Class ‘C’ Accumulation, US dollar Class 'A” Accumulation
and US dollar Class ‘C’ Accumulation.

There was a reduction in the annual charge on some
share classes from 15 February 2021. The reduction in
annual charge varies across the M&G funds and the
detail was communicated in the shareholder letter
dated 15 January 2021.

On 28 May 2021 the investment objective, policy,
approach and benchmark were changed for M&G
European Index Tracker Fund.

On 28 June 2021, the following share classes were
launched within the M&G Japan Smaller Companies
Fund: Sterling Class ‘PP’ Income and Sterling Class ‘PP’
Accumulation.

On 31 August 2021 M&G Global Select Fund changed its
name to M&G Global Sustain Paris Aligned Fund and
M&G Pan European Select Fund changed its name to
M&G European Sustain Paris Aligned Fund. These funds
also adopted a new investment objective, policy,
approach and benchmark as at the same date.



Authorised Corporate Director’s Report

At the shareholder meeting on 20 October 2021,
mergers of the M&G European Select Fund and

M&G Pan European Select Smaller Companies Fund
into the M&G European Sustain Paris Aligned Fund
were approved by shareholders. The effective date of
the mergers is 10 December 2021. As a result of these
upcoming mergers, the financial statements of the
merging funds for the year to 31 August 2021 have been
prepared on a break-up basis. Termination of the

M&G European Select Fund and M&G Pan European
Select Smaller Companies Fund will be completed once
all of the assets and liabilities have been settled.

The World Health Organisation declared the COVID-19
outbreak a pandemic on 11 March 2020.

The COVID-19 pandemic has been an unprecedented
event. After an initial period of increased market
volatility and uncertainty, there has been a marked
recovery in global markets, bolstered by supportive
economic policies from governments and positive news
on vaccines for COVID-19.

The ACD continues to monitor the ongoing operational
risks that are posed to the Company and its service
providers due to global and local movement restrictions
that have been enacted by various governments.

Investor information

The Prospectus, Instrument of Incorporation, Key
Investor Information Documents, costs and charges
illustration, the latest Annual or Interim Investment
Report and Financial Statements as well as a list of
purchases and sales are available free of charge on
request from the following addresses. The Instrument
of Incorporation can also be inspected at our offices or
at the office of the Depositary.

Customer services and administration for
UK clients:

M&G Securities Limited,

PO Box 9039, Chelmsford CM99 2XG, UK

Please remember to quote your name and M&G client
reference and sign any written communication to M&G.
Failure to provide this will affect your ability to transact
with us.

Telephone: 0800 390 390 (UK only)

For security purposes and to improve the quality of our
service, we may record and monitor telephone calls. You
will require your M&G client reference. Failure to
provide this will affect your ability to transact with us.

Customer services and administration for

non-UK clients:

M&G Securities Limited,

c/o RBC I&TS, 14, Porte de France,
L-4360 Esch-sur-Alzette,

Grand Duchy of Luxembourg

Please remember to quote your name and M&G client
reference and sign any written communication to M&G.
Failure to provide this will affect your ability to transact
with us.

Telephone: +352 2605 9944
Email: csmandg@rbc.com

For security purposes and to improve the quality of our
service, we may record and monitor telephone calls. You
will require your M&G client reference. Failure to
provide this will affect your ability to transact with us.

German information agent:

M&G International Investments Limited,
mainBuilding, Taunusanlage 19, 60325 Frankfurt am
Main, Germany

Swiss paying agent and representative:
Société Générale, Paris, Zurich Branch,
Talacker 50, 8021 Zurich, Switzerland
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Authorised Corporate Director’s Report

Authorised Corporate Director’s
Responsibilities

The Authorised Corporate Director (ACD) is required to
prepare annual and interim long reports for the
Company. The ACD must ensure that the financial
statements, contained in this report, each of the funds
are prepared in accordance with the Investment
Association Statement of Recommended Practice for
Financial Statements of UK Authorised Funds (SORP)
and UK Financial Reporting Standards, and give a true
and fair view of the net revenue or expenses and net
capital gains or losses for the accounting period, and
the financial position at the end of that period. The ACD
is required to keep proper accounting records, and to
manage the Company in accordance with the Collective
Investment Schemes sourcebook, as issued (and
amended) by the FCA, the Instrument of Incorporation
and the Prospectus, and to take reasonable steps for
the prevention and detection of fraud or other
irregularities. Additionally, the ACD is responsible for
preparing the financial statements on a going concern
basis unless it is inappropriate to presume that the
Company or its funds will continue in operation. For
reasons stated in the ACD's report and note 2 (a), the
financial statements of M&G European Select Fund and
M&G Pan European Select Smaller Companies Fund
have been prepared on a break-up basis as the funds
are no longer a going concern.

Directors’ statement

This report has been prepared in accordance with the
requirements of the Collective Investment Schemes
sourcebook, as issued and amended by the Financial
Conduct Authority.

M&G Securities Limited
21 October 2021
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Depositary’s Responsibilities and Report

Statement of the Depositary’s
Responsibilities and Report of the
Depositary to the Shareholders of
M&G Investment Funds (1) (‘the
Company’) for the year ended

31 August 2021

The Depositary must ensure that the Company is
managed in accordance with the Financial Conduct
Authority’s Collective Investment Schemes sourcebook,
the Open-Ended Investment Companies Regulations
2001 (S12001/1228) (the OEIC Regulations), as
amended, the Financial Services and Markets Act 2000,
as amended, (together ‘the Regulations’), the
Company’s Instrument of Incorporation and Prospectus
(together ‘the Scheme documents’) as detailed below.

The Depositary must in the context of its role act
honestly, fairly, professionally, independently and in the
interests of the Company and its investors.

The Depositary is responsible for the safekeeping of all
custodial assets and maintaining a record of all other
assets of the Company in accordance with the
Regulations.

The Depositary must ensure that:

° the Company’s cashflows are properly monitored
and that cash of the Company is booked into the
cash accounts in accordance with the Regulations;

° the sale, issue, redemption and cancellation of
shares are carried out in accordance with the
Regulations;

° the value of shares in the Company is calculated in
accordance with the Regulations;

° any consideration relating to transactions in the
Company’s assets is remitted to the Company
within the usual time limits;

° the Company’s income is applied in accordance
with the Regulations; and

° the instructions of the Authorised Fund Manager
(‘the AFM’) are carried out (unless they conflict
with the Regulations).

Annual Long Report and audited Financial Statements ¢

The Depositary also has a duty to take reasonable care
to ensure that the Company is managed in accordance
with the Regulations and the Scheme documents in
relation to the investment and borrowing powers
applicable to the Company.

The financial statements have been prepared on the
going concern basis unless it is inappropriate to
presume that the sub-funds will continue in operation.
For reasons stated in the ACD's report and Note 2 (a),
the financial statements of the M&G European Select
Fund and M&G Pan European Select

Smaller Companies Fund have been prepared on a
break-up basis as the sub-funds are no longer a going
concern.

Having carried out such procedures as we consider
necessary to discharge our responsibilities as
Depositary of the Company, it is our opinion, based on
the information available to us and the explanations
provided, that in all material respects the Company,
acting through the AFM:

i) has carried out the issue, sale, redemption and
cancellation, and calculation of the price of the
Company’s shares and the application of the
Company’s income in accordance with the
Regulations and the Scheme documents of the
Company, and

i) has observed the investment and borrowing powers
and restrictions applicable to the Company.

Edinburgh
21 October 2021

NatWest Trustee and
Depositary Services Limited

August 2021



Independent Auditor’s Report

Independent Auditor’s Report to
the shareholders of M&G
Investment Funds (1)

Opinion

We have audited the financial statements of M&G
Investment Funds (1) (“the Company”) comprising each
of its sub-funds for the year ended 31 August 2021,
which comprise the Statement of Total Return, the
Statement of Changes in Net Assets Attributable to
Shareholders, the Balance Sheet, the related notes and
the Distribution Tables, and the accounting policies of
the Company, which include a summary of significant
accounting policies. The financial reporting framework
that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)
including FRS 102 ‘The Financial Reporting Standard
applicable to the UK and Republic of Ireland’.

In our opinion, the financial statements:

° give a true and fair view of the financial position of
the Company comprising each of its sub-funds as
at 31 August 2021 and of the net revenue/
(expenses) and the net capital gains on the
scheme property of the Company comprising each
of its sub-funds for the year then ended; and

° have been properly prepared in accordance with
United Kingdom Generally Accepted Accounting
Practice.

Basis for opinion

We conducted our audit in accordance with
International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those
standards are further described in the Auditor’s
responsibilities for the audit of the financial statements
section of our report below. We are independent of the
Company in accordance with the ethical requirements
that are relevant to our audit of the financial statements
in the UK, including the Financial Reporting Council’s
(the “FRC") Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these
requirements.

Annual Long Report and audited Financial Statements ¢ August 2021

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our
opinion.

Emphasis of matter - financial statements

prepared on a break-up basis

We draw attention to Note 2 (a) of the financial
statements which explains that the ACD intends to
terminate the M&G European Select Fund and

M&G Pan European Select Smaller Companies Fund
and, therefore, does not consider it to be appropriate to
adopt the going concern basis of accounting in
preparing the financial statements. Accordingly, the
financial statements, for these sub-funds only, have
been prepared on a break-up basis as described in
Note 2 (a). The financial statements for the Company as
a whole continue to be prepared on a going concern
basis. Our opinion is not modified in respect of this
matter.

Conclusions relating to going concern

The financial statements for the M&G European Select
Fund and M&G Pan European Select

Smaller Companies Fund have been prepared on a
break-up basis as disclosed in Note 2 (a).

In auditing the financial statements of the remaining
sub-funds, we have concluded that the Authorised
Corporate Director’s (“the ACD”) use of the going
concern basis of accounting in the preparation of the
financial statements is appropriate.

Based on the work we have performed, we have not
identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast
significant doubt on the Company and its remaining
sub-funds’ ability to continue as a going concern for a
period of 12 months from when the financial statements
are authorised for issue.

Our responsibilities and the responsibilities of the ACD
with respect to going concern are described in the
relevant sections of this report. However, because not
all future events or conditions can be predicted, this
statement is not a guarantee as to the Company and its
remaining sub-funds’ ability to continue as a going
concern.
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Other information

The other information comprises the information
included in the Annual Report other than the financial
statements and our auditor’s report thereon. The ACD is
responsible for the other information contained within
the Annual Report.

Our opinion on the financial statements does not cover
the other information and, except to the extent
otherwise explicitly stated in this report, we do not
express any form of assurance conclusion thereon.

Our responsibility is to read the other information and,
in doing so, consider whether the other information is
materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise
appears to be materially misstated. If we identify such
material inconsistencies or apparent material
misstatements, we are required to determine whether
this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have
performed, we conclude that there is a material
misstatement of the other information, we are required
to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by
the rules of the Collective Investment
Schemes sourcebook of the Financial
Conduct Authority (the “FCA”)

In our opinion:

° the financial statements have been properly
prepared in accordance with the Statement of
Recommended Practice relating to Authorised
Funds, the rules of the Collective Investment
Schemes sourcebook of the FCA and the
Instrument of Incorporation; and

° there is nothing to indicate that proper accounting
records have not been kept or that the financial
statements are not in agreement with those
records; and

° the information given in the ACD’s report for the
financial year for which the financial statements
are prepared is consistent with the financial
statements.

Annual Long Report and audited Financial Statements

Matters on which we are required to report
by exception

We have nothing to report in respect of the following
matter in relation to which the rules of the Collective
Investment Schemes sourcebook of the FCA require us
to report to you if, in our opinion:

o we have not received all the information and
explanations which, to the best of our knowledge
and belief, are necessary for the purposes of our
audit.

Responsibilities of the Authorised
Corporate Director (ACD)

As explained more fully in the ACD's responsibilities
statement set out on page 4, the ACD is responsible for
the preparation of the financial statements and for
being satisfied that they give a true and fair view, and
for such internal control as the ACD determines is
necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the ACD is
responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the ACD either
intends to wind up or terminate the Company or to
cease operations, or has no realistic alternative but to
do so.

Auditor’s responsibilities for the audit of

the financial statements

Our objectives are to obtain reasonable assurance
about whether the financial statements as a whole are
free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always
detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate,
they could reasonably be expected to influence the

August 2021
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economic decisions of users taken on the basis of
these financial statements.

Explanation as to what extent the audit
was considered capable of detecting
irregularities, including fraud

Irregularities, including fraud, are instances of non-
compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined
above, to detect irregularities, including fraud. The risk
of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from
error, as fraud may involve deliberate concealment by,
for example, forgery or intentional misrepresentations,
or through collusion. The extent to which our
procedures are capable of detecting irregularities,
including fraud is detailed below. However, the primary
responsibility for the prevention and detection of fraud
rests with both those charged with governance of the
entity and management.

Our approach was as follows:

° We obtained an understanding of the legal and
regulatory frameworks that are applicable to the
Company and determined that the most significant
are United Kingdom Generally Accepted
Accounting Practice the Investment Association’s
Statement of Recommended Practice
(“IMA SORP”), the FCA Collective Investment
Schemes Sourcebook, the OEIC Regulations, the
Company’s Instrument of Incorporation and the
Prospectus.

° We understood how the Company is complying
with those frameworks through discussions with
the ACD and the Company’s administrators and a
review of the Company’s documented policies and
procedures.

Annual Long Report and audited Financial Statements ¢ August 2021

° We assessed the susceptibility of the Company’s
financial statements to material misstatement,
including how fraud might occur by considering
the risk of management override, specifically
management’s propensity to influence revenue
and amounts available for distribution. We
identified a fraud risk with respect to the
incomplete or inaccurate income recognition
through incorrect classification of special
dividends and the resulting impact to amounts
available for distribution. We tested the
appropriateness of management’s classification of
material special dividends as either a capital or
revenue return.

° Based on this understanding we designed our
audit procedures to identify non-compliance with
such laws and regulations. Our procedures
involved review of the reporting to the ACD with
respect to the application of the documented
policies and procedures and review of the financial
statements to test compliance with the reporting
requirements of the Company.

° Due to the regulated nature of the Company, the
Statutory Auditor considered the experience and
expertise of the engagement team to ensure that
the team had the competence and capabilities to
identify non-compliance with the applicable laws
and regulations.

A further description of our responsibilities for the audit
of the financial statements is located on the Financial
Reporting Council’s website at
https:/www.frc.org.uk/auditorsresponsibilities.

This description forms part of our auditor’s report.

Use of our report

This report is made solely to the Company’s
Shareholders, as a body, pursuant to Paragraph

4.5.12 of the rules of the Collective Investment Schemes
Sourcebook of the FCA. Our audit work has been
undertaken so that we might state to the Company’s
Shareholders those matters we are required to state to
them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the
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Company and the Company’s Shareholders as a body,
for our audit work, for this report, or for the opinions we
have formed.

Edinburgh Ernst & Young LLP
21 October 2021 Statutory Auditor

Q)

The maintenance and integrity of the M&G website
is the responsibility of the ACD; the work carried out
by the auditors does not involve consideration of
these matters and, accordingly, the auditors accept
no responsibility for any changes that may have
occurred to the financial statements since they
were initially presented on the website.

Legislation in the United Kingdom governing the
preparation and dissemination of financial
statements may differ from legislation in other
jurisdictions.

Annual Long Report and audited Financial Statements ¢ August 2021
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Financial statements and notes

The financial statements for M&G Investment Funds (1) assets and liabilities measured at fair value
comprise the individual financial statements for each through profit or loss.

fund and the notes below. For M&G European Select Fund and M&G Pan

European Select Smaller Companies Fund as the

Notes to the financial statements ACD intends to terminate these funds within one
year of the date of approval of the financial
1 Statement of compliance statements, the financial statements of these
The financial statements of M&G Investment Funds (1) funds have been prepared on a break-up basis. In
have been prepared in compliance with UK Financial applying this basis of preparation, the assets and
Reporting Standard 102 (FRS 102) and in accordance liabilities of these funds continue to be stated at
with the Statement of Recommended Practice (SORP) their fair values which materially equate to their
for Authorised Funds issued by the Investment recoverable and settlement values. No
Association in May 2014 and amended in June 2017. adjustments were necessary in the financial

L . statements to reduce assets to their realisable
2 Summary of Slgmﬁcant accounting values or to provide for liabilities arising from the

policies decision.
a. Basis of preparation

There are no material events that have been

identified that may cast significant doubt on the

Company’s ability to continue as a going concern

for at least the next twelve months from the date

b. Functional and presentational currency
Where the functional and presentational currency
of a fund is not UK sterling this is disclosed in the
‘Financial statements and notes’ of that fund.

these financial statements are authorised for issue. c. Exchangerates

The ACD believes that the Company has adequate Transactions in currencies other than each fund’s
resources to continue in operational existence for functional currency are translated at the rate of

the foreseeable future and, following exchange ruling on the date of the transaction and
consideration of the impact of COVID-19 they where applicable assets and liabilities are

continue to adopt the going concern basis in translated into the fund’s functional currency at the
preparing the financial statements. The ACD has rate of exchange ruling as at 12 noon on

made an assessment of each fund's ability to 31 August 2021 being the last business day of the
continue as a going concern which is made as at accounting period.

the date of issue of these financial statements and
considers liquidity, declines in global capital
markets, investor intention, known redemption

For the year ended 31 August 2020, investments in
those funds which have been subject to a fair
value accounting adjustment at the balance sheet
date have been translated into the fund’s
functional currency using the rate of exchange

levels, expense projections, key service provider’s
operational resilience, and the impact of COVID-19.

The financial statements of M&G Investment ruling as at close of business on the
Funds (1) with the exception of M&G European 31 August 2020.
Select Fund and M&G Pan Eurapean Select d. Investments - recognition and valuation

Smaller Companies Fund are prepared on a going
concern basis, under the historical cost convention
as modified by the revaluation of certain financial

The provisions of both Section 11 and Section 12 of
FRS 102 have been applied in full. All investments
have been designated as fair value through profit
and loss and recognised initially at fair value, which

10 Annual Long Report and audited Financial Statements ¢ August 2021



is normally the transaction price (excluding
transaction costs).

At the end of the reporting period all investments
have been measured at their fair value using the
prices and the portfolio holdings determined at

12 noon on 31 August 2021, being the last valuation
point of the accounting period, as this is not
materially different from a valuation carried out at
close of business on the balance sheet date.

For the year ended 31 August 2020, a fair value
adjustment was required as there was a material
difference between the value of the investments at
12 noon on 28 August 2020 and the valuation
carried out at close of business on the balance
sheet date.

A fair value accounting adjustment was applied to
the following funds:

- M&G Asian Fund

- M&G European Index Tracker Fund

- M&G European Select Fund

- M&G Global Themes Fund

+ M&G Japan Fund

- M&G Japan Smaller Companies Fund
- M&G North American Value Fund

- M&G Pan European Select Smaller Companies
Fund

- M&G Pan European Select Fund

Where separate bid and offer prices are available,
the bid price is used for investment assets and the
offer price for investment liabilities. Otherwise, the
single price or most recent transaction price is
used. The methods of determining fair value for
the principal classes of investment are:

° Equities which are traded on an active market
are included at the quoted price, which is
normally the bid price.

Financial statements and notes

° Equities traded on the Alternative Investment
Market (AIM), whose liquidity cannot be
guaranteed, are included at their quoted bid
price as this represents the most objective
and appropriate method of valuation.

° Collective investment schemes operated by
the ACD are included at either their
cancellation price for dual priced funds or
their single price for single priced funds.

° Collective investment schemes operated by
another manager are included at either their
bid price for dual priced funds or their single
price for single priced funds.

° Other equities which are unquoted or not
actively traded on a quoted market are
included at a value estimated by the ACD
using an appropriate valuation technique.

° Exchange traded futures and options are
included at the cost of closing out the
contract at the balance sheet date.

° Over the counter equity options, credit default
swaps, interest rate swaps, asset swaps and
inflation swaps are included at a value
provided by Markit Valuations Limited, an
independent credit derivative price provider.
Their fair value excludes any accrued interest
in respect of derivatives where the income is
revenue in nature.

° Forward currency contracts, for share class
hedging and investment, are included at a
value determined by reference to current
forward exchange rates for contracts with
similar maturity profiles.

Recognition of income and expenses

° Dividends, including ordinary stock dividends,
from equity investments are recognised when
the security is quoted ex-dividend.

° Distributions from collective investment
schemes are recognised when the scheme is
priced ex-distribution.

Annual Long Report and audited Financial Statements ¢ August 2021



Financial statements and notes

Bank interest is recognised on an accruals
basis.

Underwriting commission is recognised when
the issue takes place.

Revenue from derivatives is recognised on an
accruals basis.

Fee rebates from investing in other collective
investment schemes are recognised on an
accruals basis.

Expenses are recognised on an accruals
basis.

f.  Treatment of income and expenses
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Any increases or decreases in the fair value of
investments and gains and losses realised on
sales of investments are treated as capital
and recognised in net capital gains/(losses).

The value of any enhancement to a stock
dividend is treated as capital.

Ordinary equity dividends, including ordinary
stock dividends are treated as revenue.

Special dividends, share buy backs or
additional share issues may be treated as
revenue or capital depending on the facts of
each particular case.

Distributions from collective investment
schemes are treated as revenue in nature,
except for any element of equalisation, which
represents the average amount of income
included in the price paid for the collective
investment scheme, which is treated as
capital.

Other interest income, such as bank interest is
treated as revenue.

° Underwriting commission is treated as
revenue, except where the fund is required to
take up all or some of the shares
underwritten, in which case a proportion of
the commission received is deducted from
the cost of the shares and treated as capital.

° The treatment of the income on derivative
contracts depends upon the nature of the
transaction. Both motive and circumstances
are used to determine whether the returns
should be treated as capital or revenue.
Where positions are undertaken to protect or
enhance capital, and the circumstances
support this, the returns are recognised in net
capital gains; similarly where the motives and
circumstances are to generate or protect
revenue, and the circumstances support this,
the returns are included within net revenue
before taxation. Where positions generate
total returns it will generally be appropriate to
apportion such returns between capital and
revenue to properly reflect the nature of the
transaction.

° Expenses relating to the purchase and sale of
investments are treated as capital; all other
expenses are treated as revenue.

e  Rebates of charges from holdings in collective
investment schemes are treated as revenue or
capital in accordance with the underlying
scheme’s distribution policy.

Tax

Dividends and similar income receivable are
recognised at an amount that includes any
withholding tax but excludes irrecoverable tax
credits. Any withholding tax suffered is shown as
part of the tax charge.

Tax is accounted for at the appropriate rate of
corporation tax with relief for double taxation
taken where appropriate. The tax accounting
treatment follows the principal amounts involved.
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Deferred tax is recognised in respect of temporary
timing differences that have originated but not
reversed by the balance sheet date. Deferred tax is
measured on a non-discounted basis, at the
average rate of tax expected to apply in the period
in which it expects the deferred tax to be realised
or settled. A deferred tax asset is only recognised
to the extent that it is more likely than not that the
asset will be recovered.

Marginal tax relief has not been taken into account
in respect of expenses offset against capital.

h.  Allocation of returns to share classes
The annual charge is directly attributable to
individual share classes. All other returns are
apportioned to each fund’s share classes pro-rata
to the value of the net assets of the relevant share
class on the day that the income or expenses are
recognised.

All available net revenue accounted for in
accordance with the above policies and adjusted
where relevant by any specific distribution policies
set out in the notes to that fund’s financial
statements, is distributed to holders of Income
shares or retained and reinvested for holders of
Accumulation shares. Should expenses and
taxation together exceed revenue, there will be no
distribution and the shortfall will be met from
capital.

Distributions which have remained unclaimed by
shareholders for more than six years are credited
to the capital property of the fund.

3 Risk management policies

The ACD is responsible for establishing, implementing
and maintaining an adequate and documented risk
management policy for identifying, measuring and
managing all risks to which funds are or might be
exposed.

The Company’s investment activities expose it to
various types of risk which are associated with the
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financial instruments and markets in which it invests;
market risk, liquidity risk and counterparty credit risk.

These financial statements are designed to enable
users to evaluate the nature and extent of those risks
and how they are managed.

The following risk management policies are applicable
to the funds, with specific risk disclosures set out in the
notes to the financial statements of each fund.

a. Market risk
Market risk is the risk of loss resulting from
fluctuations in the market value of positions in a
fund’s portfolio attributable to changes in market
variables, such as equity and commodity prices,
exchange rates and interest rates.

In relation to market risk, processes are applied
that take account of the investment objective and
policy of each fund. All funds are subject to an
investment oversight process in accordance with
the type and nature of the fund. In addition all
funds are monitored for compliance within
regulatory limits.

In measuring and monitoring market risk, the
global exposure of a fund is calculated using a
‘commitment’ approach.

b. Commitment approach
The commitment approach is applied for funds
investing only in traditional asset classes, namely
equities, fixed income, money market instruments
and collective investment schemes.

In addition, the approach is applied for funds
which use or intend to use derivatives or
instruments embedding derivatives, but only for
efficient portfolio management purposes, or in a
simple way not necessarily restricted to efficient
portfolio management.

Under the commitment approach the global
exposure of funds is measured and monitored
using a commitment (adjusted notional)
methodology.
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Market risk is considered on a daily basis and
forms the foundation of investment oversight
analysis. This can include for each fund (but is not
limited to) the analysis of factors such as fund
concentration; style, geographical, industry and
market capitalisation biases; active, systematic and
specific risk measurements; active money; and
beta characteristics.

Liquidity risk

Liquidity risk is the risk that a fund’s holdings
cannot be sold, liquidated or closed out at limited
cost in an adequately short time frame and that the
ability of the scheme to comply at any time with its
obligation to sell and redeem shares is thereby
compromised.

The overall liquidity profile for each fund is
reviewed and updated regularly. The liquidity
profile takes into account investment, cashflow
and market liquidity considerations.

Investment liquidity considerations include an
assessment of asset class liquidity conditions,
liquidity of underlying holdings, portfolio
construction and concentration, the scale of
individual stock ownership and the nature of the
investment strategy.

Cashflow liquidity is managed in each fund on a
daily basis using reports that include subscription
and redemption information as well as the impact
of trading, derivative lifecycle events and
corporate action activity. In addition to the daily
reporting, the fund managers are provided with
reporting that highlights the impact of reasonably
predictable events in the portfolio, including an
allowance for the potential future exposures that
might result from derivative exposures.

Market (or distribution-related) considerations
include an assessment of asset demand, fund
growth, client concentration and the persistency of
the client base. Supplementary to this, market
liquidity stress tests are carried out on a monthly
basis for all funds.
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Counterparty credit risk

Funds investing in derivatives are exposed to
counterparty risk. This is the risk that the other
party to the transaction fails to fulfil their
obligations, either by failing to pay or failing to
deliver securities. To minimise this risk, carefully
selected, financially strong and well-established
counterparties are selected following a thorough
due diligence review and collateral is posted daily
(in the form of cash or high-quality government
bonds). Derivative positions are valued on a mark-
to-market basis (revalued to reflect prevailing
market prices) daily and collateral moves from one
counterparty to the other to reflect movements in
the unrealised profit or loss. As a result, the
maximum loss to the fund would be limited to that
day’s price movements in affected derivatives
contracts.



M&G Asian Fund

Authorised Corporate Director’s Report

Investment objective

The fund aims to provide a higher total return (the
combination of capital growth and income), net of the
ongoing charge figure, than that of the MSCI AC Asia
Pacific ex Japan Index over any five-year period.

Investment policy

At least 80% of the fund is invested directly in equity
securities and equity-related securities of companies
across any sectors and market capitalisations that are
incorporated, domiciled, or do most of their business in
the Asia Pacific region (excluding Japan).

The fund may also invest in other transferable securities
directly and via collective investment schemes
(including funds managed by M&G).

The fund may also hold cash and near cash for liquidity
purposes.

Derivatives may be used for efficient portfolio
management and hedging.

Investment approach

The fund employs a disciplined approach to investment
which concentrates on the analysis and selection of
individual companies.

The investment approach identifies shares of Asia
Pacific ex Japan companies which, in the fund
manager’s opinion at the time of investment, are
undervalued.

When analysing a company, the fund manager focuses
on three key factors: return on capital, valuations and
corporate governance.

The fund manager believes that company-specific
factors, in particular their profitability (which is
measured in terms of return on capital), drive share
prices over the long term.

Benchmark up to
16 September 2020

Benchmark: MSCI AC Asia Pacific ex Japan Index.

The fund is actively managed. The benchmark is a
target which the fund seeks to outperform. The index
has been chosen as the fund’s target benchmark as it
best reflects the scope of the fund’s investment policy.
The target benchmark is used solely to measure the
fund’s performance and does not constrain the fund's
portfolio construction.

For unhedged share classes, the benchmark is shown in
the share class currency.

Benchmark from
17 September 2020

Benchmark: MSCI AC Asia Pacific ex Japan Index.

The benchmark is a target which the fund seeks to
outperform. The index has been chosen as the fund’s
benchmark as it best reflects the scope of the fund’s
