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Authorised Corporate Director’s Report

The Authorised Corporate Director (ACD) of M&G
Investment Funds (4) presents its annual report and
audited financial statements for the year ended

31 October 2023.

The audited financial statements of M&G Investment
Funds (4), the Authorised Corporate Director’s Reports
including the portfolio statements, financial highlights
and the 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 an explanation of key investment
terminology is available on our website at
mandg.com/private-investor/glossary

A printed copy of the glossary is available upon request
by calling customer services and administration as
shown within the ‘Investor information’ section of this
report.

Company information

M&G Investment Funds (4) is an umbrella Open-Ended
Investment Company (OEIC) and contains seven
sub-funds, hereinafter referred to as ‘funds’ in the rest
of this report. The Company is a non-UCITS Retail
Scheme (NURS) and, for the purposes of the AIFMD,
qualifies as an alternative investment fund (AIF), 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 20 February 2002 and
was launched on 20 June 2002. The M&G Episode
Allocation Fund was launched on 16 February 2007. The
M&G Sustainable Multi Asset Fund was launched on

14 February 2019. The M&G Sustainable Multi Asset
Balanced Fund, M&G Sustainable Multi Asset Cautious
Fund and M&G Sustainable Multi Asset Growth Fund
were launched on 8 December 2020.

The Company’s principal activity is to carry out 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 October 2023, 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 Episode Allocation Fund
Tony Finding & Stuart Canning

M&G Episode Growth Fund
Craig Simpson & Tony Finding

M&G Managed Growth Fund
Craig Simpson

M&G Sustainable Multi Asset Fund
Maria Municchi

M&G Sustainable Multi Asset Balanced Fund
Maria Municchi

M&G Sustainable Multi Asset Cautious Fund
Maria Municchi

M&G Sustainable Multi Asset Growth Fund
Maria Municchi

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)

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
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Investment manager

M&G Investment Management Limited,

10 Fenchurch Avenue, London EC3M 5AG, UK
(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 0O, 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 latest
report to 31 March 2023 can be found on our website at
mandg.com/investments/valueassessment

Climate-related Financial
Disclosures (TCFD)

We have produced TCFD reports in compliance with the
FCA's rules on climate-related financial disclosures. The
TCFD fund reports are designed to help you understand
the impact these funds have on the climate and equally
how climate change could influence the performance of
these funds. The reports will also give you the ability to
compare a range of climate metrics with other funds. To
understand the governance, strategy and risk
management that M&G has in place to manage the risks
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and opportunities related to climate change, please
refer to the M&G Investments Management TCFD
report.

These reports are available via the Sustainability
Disclosures page on our website at mandg.com/footer/
sustainability-disclosures

Important information

The events in Ukraine continue to bring uncertainty. The
ACD continues to monitor the associated risks that are
posed to the Company.

Effective as of 1 December 2022, Tony Finding replaced
Eric Lonergan as co-fund manager of the M&G Episode
Growth Fund.

Effective as of 1 December 2022, Craig Simpson
replaced David Fishwick as fund manager of the M&G
Managed Growth Fund.

As of January 2023 the operating charge figure
includes the underlying charges for closed-ended
funds, such as investment trusts and REITs (real estate
investment trusts). There is no change to what you are
currently being charged; this is a presentational change
to align with the latest industry guidance issued by the
Investment Association.

Please refer to the ‘Investment review’ section for
further details on significant events during the period.
Investment reviews may become quickly outdated in
relation to ongoing economic and geopolitical events.


https://www.mandg.com/investments/private-investor/en-gb
https://www.mandg.com/footer/sustainability-disclosures
https://www.mandg.com/footer/sustainability-disclosures
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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 address. 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.
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Authorised Corporate Director’s
Responsibilities

The Authorised Corporate Director (ACD) is required to
prepare annual and interim reports for the Company.
The ACD must ensure that the financial statements,
contained in this report, for 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 appropriate to presume
that the Company will not continue in operation.

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
7 February 2024
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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 (4) (‘the
Company’) for the year ended

31 October 2023

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).

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.

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
7 February 2024

NatWest Trustee and
Depositary Services Limited
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Independent Auditor’s Report

Independent Auditor’s Report to
the shareholders of M&G
Investment Funds (4)

Opinion

We have audited the financial statements of M&G
Investment Funds (4) (“the Company”) comprising each
of its sub-funds for the year ended 31 October 2023,
which comprise the Statement of Total Return, the
Statement of Change 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
including FRS 102 ‘The Financial Reporting Standard
applicable to the UK and Republic of Ireland’ (United
Kingdom Generally Accepted Accounting Practice).

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 October 2023 and of the net revenue and the
net capital gains/(losses) 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.
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We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

In auditing the financial statements, 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’s 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’s ability
to continue as a going concern.

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.



Independent Auditor’s Report

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 adequate
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.

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 requires
us to report to you if, in our opinion:

° 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 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 liquidate 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
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.
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Independent Auditor’s Report

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 (UK GAAP), the Investment
Management 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 administrator and a
review of the Company’s documented policies and
procedures.

e  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 two fraud risks with respect to the
incomplete or inaccurate income recognition
through incorrect classification of special
dividends and the resulting impact to amounts
available for distribution, and the incorrect
valuation of suspended investments. We tested
the appropriateness of management’s
classification of a sample of special dividends as
either a capital or revenue return. In relation to
suspended investments, we performed an
independent assessment of fair value using IPEV
guidelines and market information.

° 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
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Statutory Auditor considered the experience and
expertise of the engagement team to ensure that
the team had the appropriate competence and
capabilities, which included the use of specialists
where appropriate, 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
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
Company and the Company’s shareholders as a body,
for our audit work, for this report, or for the opinions we
have formed.

Edinburgh
7 February 2024

Ernst & Young LLP
Statutory Auditor



Financial statements and notes

The financial statements for M&G Investment Funds
(4) comprise the individual financial statements for each
fund and the notes below.

Notes to the financial statements

1 Statement of compliance

The financial statements of M&G Investment Funds (4)
have been prepared in compliance with UK Financial
Reporting Standard 102 (FRS 102) and in accordance
with the Statement of Recommended Practice (SORP)
for Authorised Funds issued by the Investment
Association in May 2014 and amended in June 2017,
except in relation to the separate disclosure in note 13.

2 Summary of significant accounting
policies

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 the next twelve months from the date these
financial statements are authorised for issue. The
ACD believes that the Company has adequate
resources to continue in operational existence for
the foreseeable future and they continue to adopt
the going concern basis in preparing the financial
statements. The ACD has made an assessment of
each fund’s ability to continue as a going concern
which is made as at the date of issue of these
financial statements and considers liquidity,
declines in global capital markets, investor
intention, known redemption levels, expense
projections and key service provider’s operational
resilience.

The financial statements of M&G Investment
Funds (4) are prepared on a going concern basis,
under the historical cost convention as modified by
the revaluation of certain financial assets and
liabilities measured at fair value through profit or
loss.

Functional and presentational currency
The functional and presentational currency of
M&G Investment Funds (4) is UK sterling.

Exchange rates

Transactions in currencies other than each fund’s
functional currency are translated at the rate of
exchange ruling on the date of the transaction and
where applicable assets and liabilities are
translated into the fund’s functional currency at the
rate of exchange ruling as at 12 noon on

31 October 2023 being the last business day of the
accounting period.

Investments - recognition and valuation

The provisions of both Section 11 and Section 12 of
FRS 102 have been applied in full. All investments
have been classified as fair value through profit
and loss and recognised initially at fair value, which
is normally the transaction price (excluding
transaction costs and accrued interest).

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 October 2023, 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.

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. Interest accrued is not included in the fair
value. The methods of determining fair value for
the principal classes of investment are:

° Equities and debt securities which are traded
on an active market are included at the
quoted price, which is normally the bid price,
excluding any accrued interest in respect of
bonds.
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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 and debt securities 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, excluding any accrued interest in
respect of bonds.

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.

10 Annual report and audited financial statements ¢ October 2023

Financial statements and notes

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

Interest on debt securities is recognised on an
effective interest rate basis. 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.

Treatment of income and expenses

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.



Financial statements and notes

Debt security interest comprises the coupon
interest and the difference between the
purchase price and the expected maturity
price spread over its expected remaining life.
This is treated as revenue with the difference
adjusting the cost of the shares and 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.

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

Operating charges
Operating charges include payments made to M&G
and to providers independent of M&G:

e  Annual charge: Charge paid to M&G covering
the annual cost of M&G managing and
administering the fund and the costs of third
parties providing services to the fund.

For every £1 billion of a fund’s net asset value,
a discount of 0.02% will be applied to that
fund’s annual charge (up to a maximum of
0.12%).

° Extraordinary legal and tax expenses: Costs that
specifically relate to legal or tax claims that are
both exceptional and unforeseeable. Such
expenses are uncommon, and would not be
expected in most years. Although they resultin a
short-term cost to the fund, generally they can
deliver longer term benefits for investors.

° Ongoing charges from underlying funds:
Ongoing charges from underlying funds
(excluding Investment Trust Companies and
Real Estate Investment Trusts) will be rebated.

These charges do not include portfolio transaction
costs or any entry and exit charges (also known as
initial and redemption charges). The charging
structures of share classes may differ, and
therefore the operating charges may differ.

Operating charges are in line with the ongoing
charges shown in the Key Investor Information
Document, other than where there have been
extraordinary legal or tax expenses, or an estimate
has been used for the ongoing charge because a
material change has made the operating charges
unreliable as an estimate of future charges.
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Financial statements and notes

h. Portfolio transaction costs
Portfolio transaction costs are incurred by funds
when buying and selling investments. These costs
vary depending on the types of investment, their
market capitalisation, country of exchange and
method of execution. They are made up of direct
and indirect portfolio transaction costs:

o Direct portfolio transaction costs: Broker
execution commission and taxes.

° Indirect portfolio transaction costs: ‘Dealing
spread’ - the difference between the buying
and selling prices of the fund’s investments;
some types of investment, such as fixed
interest securities, have no direct transaction
costs and only the dealing spread is paid.

Investments are bought or sold by a fund when
changes are made to the investment portfolio and
in response to net flows of money into or out of the
fund from investors buying and selling shares in
the fund.

To protect existing investors, portfolio transaction
costs incurred as a result of investors buying and
selling shares in the fund are recovered from those
investors through a ‘dilution adjustment’ to the
price they pay or receive.

i 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.

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
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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.

j- 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
financial instruments and markets in which it invests;
market risk, credit risk and liquidity risk.

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



Financial statements and notes

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 positionsin a
fund’s portfolio attributable to changes in market
variables, such as interest rates, exchange rates,
equity and commodity prices or an issuer’s
creditworthiness.

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
‘Value at Risk’ (VaR) approach.

Value at Risk approach

The Value at Risk (VaR) approach is a methodology
for estimating the maximum potential loss due to
market risk based on historic market volatilities
and correlations. More particularly, the VaR
approach gives a broad indication of the maximum
potential loss at a given confidence level
(probability), over a specific time period under
normal market conditions.

Instrument and portfolio modelling techniques are
based on market accepted practices and are
subject to regular audit (back-testing). Market risk
factors that are analysed include swap rates,
government yield curves, equity prices, exchange
rates, market volatility, credit spreads and credit
default swap (CDS) spreads.

The VaR model is based on a Monte Carlo process
with actual VaR being reported on the basis of a

99% confidence interval over a one month period
(20 business days). Risk factor history used in the

Monte Carlo process is based on 250 business
days. From the variance/covariance matrices, a
parametric Monte Carlo scenario set of 5,000

simulations is derived and applied to the fund.

VaR does have limitations in its ability to present
valid levels of risk in extreme market conditions.
Accordingly, the Risk Analysis team also carries out
monthly stress testing and scenario based
analysis. Stress testing allows for extreme sets of
market circumstances which may not be reflected
in historical data sets thereby enabling further
assessment of combinations of market movements
which may cause serious damage to portfolio
values. The key element to the scenario based
analysis is challenging the correlation assumptions
implicit within statistical based models such as
VaR.

The stress test and scenario based analysis is
customised for each fund type and the VaR
analysis is produced on a daily basis.

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
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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.

Liquidity in funds is independently assessed and
challenged through the internal governance
process at M&G. Fund liquidity is modelled and
compared against potential liability scenarios such
as severe redemption or collateral calls and any
funds with liquidity issues are flagged to the
internal committee. Funds flagged to the internal
committee are escalated and remedial action
agreed. None of the funds have been escalated for
remedial action.

Credit risk

For funds exposed to credit risk, the credit rating,
yield and maturity of each interest bearing security
is considered to determine if the yield fully reflects
the risk. The capital value of interest-bearing
securities within the funds will fall in the event of
the default or perceived increased credit risk of an
issuer.

The capital value of interest-bearing securities
within a fund may also be affected by interest rate
fluctuations such that when interest rates rise, the
capital value of the interest-bearing securities is
likely to fall and vice versa.

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
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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.

For funds in which they are used, credit default
swaps are bought and sold in response to detailed
credit research to take advantage of anticipated
movements in credit spreads on individual stocks
and baskets of securities. When a fund buys a
credit default swap the default risk associated with
the underlying security transfers to the
counterparty. When a fund sells a credit default
swap the fund assumes the credit risk of the
underlying security.
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For the purposes of these financial statements, the
Prospectus dated 16 March 2023 has been used.

Investment objective

The fund aims to deliver a total return (the combination
of capital growth and income) of at least 5% per annum
above the Sterling Overnight Index Average (SONIA),

before any charges are taken, over any five-year period.

There is no guarantee that the fund will achieve a
positive return over five years, or any other period, and
investors may not get back the original amount they
invested.

Investment policy

The fund is a multi-asset fund that invests across a
range of asset classes, including equities, fixed income
securities, convertibles, cash and near cash. Exposure
to these assets may be gained either directly or
indirectly via collective investment schemes or
derivatives. The fund may also invest indirectly via
collective investment schemes or derivatives in other
asset classes such as property and gold.

The currency exposure of the fund will be actively
managed, seeking to enhance returns, with a minimum
of 30% of the fund exposed to sterling and a minimum
of 60% in developed market currencies (including
sterling).

Derivatives may be used for investment purposes,
efficient portfolio management and hedging.

Investment approach

The fund manager has a flexible top-down approach to
the allocation of capital between different types of
assets in response to changes in economic conditions
and asset values. This approach combines in-depth
research to work out the value of assets over the
medium to long term, with analysis of market reactions
to events to identify investment opportunities. In
particular, the Manager seeks to respond when asset

prices move away from a reasonable sense of ‘fair’
long-term value due to market reactions to events.

The fund seeks to manage risk by investing globally
across multiple asset classes, sectors, currencies and
countries. The fund will typically invest 20-60% of its
assets in equities and convertibles, 30-75% in fixed
income securities or cash, and up to 20% in other
assets. These allocations reflect the net exposure of the
portfolio.

The fund will typically take investment positions at
index or sector level, but it may also take positions in
individual shares or bonds. The fund’s investment
strategy may involve the use of derivatives to take long
or short positions.

Benchmark
Benchmark: SONIA + 5%

The fund is actively managed. The benchmark is a
target which the fund seeks to achieve. The rate has
been chosen as the fund’s target benchmark as it is an
achievable performance target given the fund’s
investment policy. The target benchmark is used solely
to measure the fund’s performance objective and does
not constrain the fund’s portfolio construction.

For unhedged share classes, the rate is shown in the
share class currency.
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Risk profile

For details of the risks associated with this fund, please
refer to the Prospectus. For details of the risk
management policies, please refer to pages 12 to 14.

The following table shows the risk number associated
with the fund and is based on Sterling Class ‘A’ shares.

Low risk High risk

) .

- -

Typically lower rewards Typically higher rewards

1 2 | 3

3 - Ok

The above number:

° is based on the rate at which the value of the fund
has moved up and down in the past and is based
on historical data so may not be a reliable indicator
of the future risk profile of the fund.

° is not guaranteed and may change over time and
the lowest risk number does not mean risk free.

° has not changed during this period.

Investment review
For the year ended 31 October 2023

Performance against objective

Over the review period, the M&G Episode Allocation
Fund produced a positive total return (the combination
of income and growth of capital), but was behind its
benchmark?*, the Sterling Overnight Index Average
(SONIA) + 5.0% across all of its share classes. The
benchmark returned 9.6% over the period. SONIA
reflects the average interest rate that banks pay to
borrow sterling overnight from other financial
institutions.

The fund’s objective is to achieve a total return of at
least 5% per annum above the 3-month SONIA, before
any charges are taken, over any five-year period. Over
five years, the fund produced a positive return but did
not meet its objective. The annualised five-year return
for the benchmark was 6.4% pa over the period.
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For the performance of each share class, please refer
to the ‘Long-term performance by share class’ table in
the ‘Financial highlights’ section of this report.

* Prior to 20 July 2021 the benchmark was to 3-month GBP LIBOR + 5%.
Thereafter it is 3-month SONIA + 5%.

Performance review

The 12 month period under review was a volatile but

ultimately positive period for most equity and bond

markets, with the notable exception of developed

market government bonds. The period was made up of

two distinct phases as investor sentiment switched

from being positive to sharply negative in August 2023.

Initially, investors were encouraged by signs that
inflation was moderating, raising hopes that major
central banks would slow the pace of interest rate hikes
and risk assets rallied. The reopening of the Chinese
economy also fuelled optimism in equity markets,
especially in Asia. There were, however, some worrying
signs, such as the strong US labour market and high
core inflation (without the more volatile components
such as energy and food prices), which led to concern
that central banks might raise interest rates higher and
hold them at elevated levels for a longer period.

These concerns were crystallised later in the period
when, despite falling inflation, central banks retained
their hawkish stance, warning that interest rates would
have to stay higher for longer. This weighed heavily on
developed market government bonds, particularly those
with longer maturities, since they are more sensitive to
interest rate increases. Bond yields, which move in the
opposite direction to prices, rose to multi-year highs.
The rise in yields in bond markets led to falls in the
prices of other assets and most stockmarkets declined
sharply in the later part of the review period.

Despite the late weakness, most equity markets still
rose over the period, led by Italy, the technology-
dominated Nasdaq in the US, Hong Kong and other
European markets. Not all markets participated in the
rally, however, with the UK’s mid-cap index falling and
China lagging. In terms of sectors, the communications
services and technology sectors led the way, driven in
large part by strength in the ‘megacap’ stocks in the US,
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such as Amazon, Apple and Microsoft. On the other
hand, real estate and healthcare stocks declined.

Falls in government bond markets were led by UK gilts,
although German bunds and US Treasuries also
declined, while emerging markets bonds rallied
strongly. Corporate bonds also performed well, with
high yield bonds outperforming investment grade.

Currency markets also exhibited distinct periods of
performance, with the US dollar initially weakening
against most major currencies before rallying strongly
as it became clear US interest rates would stay
elevated. Over the period as a whole, the euro
strengthened relative to the US dollar, with sterling not
far behind, although the yen was weak against most
other currencies.

Against this backdrop, the fund delivered a positive
return but underperformed its benchmark. Our
allocation to equities was the main driver of
performance with exposure to European, Japanese and
Asian stocks proving particularly beneficial. The
weakness of the dollar weighed on US stocks.

Our activity in the foreign exchange markets was
positive for performance, notably our US dollar and yen
positions relative to sterling, as they benefited from the
weakness of those currencies.

Holdings of emerging market government bonds also
generated positive contributions, particularly bonds
from Brazil and Mexico, as well as an emerging markets
bond fund. Our corporate bond funds added modest
value too.

The largest detractor to performance was the allocation
to US government bonds, both long-dated conventional
and inflation-linked bonds. UK gilts also cost a little
value, as did our exposure to a property investment
fund.

Investment activities

We were particularly active in the fixed income market
in response to changes in vyield. Early in the review
period, we reduced our exposure to 30-year US
Treasuries after a rally in the bond market. The position
was rebuilt after yields rose sharply in August. We also

initiated a position in two-year US Treasuries after price
weakness in February. After a sharp rally in short-dated
Treasuries following a crisis in the banking sector, we
took full advantage of this ‘episode’ to close the
position in March.

As we entered 2023, we felt it was prudent to reduce
risk in the portfolio and scaled back positions that had
performed well to hold the proceeds in cash. A small
position in a dollar-denominated sovereign bond from
Turkey was closed and our financial stocks were sold
after good performance.

Following weakness in the UK bond market, we added
material exposure to long-dated UK gilt and investment
grade corporate bonds at the end of May, hence
reducing a long held underweight position.

Towards the end of the period, we responded to the
collapse at the long end of the bond market by adding a
diversified mix of long-dated bond exposure. We
increased our positions in long-dated US Treasuries and
gilts and bought 30-year bunds. In our view, the bonds
were offering both attractive absolute levels of yield
and potential diversification in a ‘risk-off” environment.
We also increased holdings of corporate bond funds.

Outlook

It is notable how much market beliefs have changed
over the past 12 months. As we entered the review
period, there was almost complete confidence that a
recession was inevitable, while today there seems to be
equal confidence that growth will prove resilient. In our
view, there seems little expectation that earnings could
come under pressure from the deterioration in the
financial positions of both consumers and companies.
This possible complacency makes us somewhat
cautious. Although valuations are undoubtedly more
attractive, we think the possibility of rising short term
interest rates could leave equities vulnerable.

For this reason, the fund continues to be positioned
relatively cautiously, with a below-neutral position in
equities. We have, however, boosted our allocation to
fixed income, believing that the price weakness offered
a good entry point for US Treasuries, gilts and bunds, as
yield moves appear at odds to economic data. In
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particular, the longer end of the yield curve appears
more attractive after a meaningful steepening over the
last four months.

We also remain positive on emerging market
government bonds since the levels of yields in our
opinion offer appropriate compensation in an
environment where inflation remains well behaved and
some emerging market central banks have begun to
reduce interest rates.

Tony Finding & Stuart Canning
Co-fund managers

Employees of M&G FA Limited which is an associate of M&G Securities
Limited.

Please note that the views expressed in this Report should not be taken as a
recommendation or advice on how the fund or any holding mentioned in the
Report is likely to perform. If you wish to obtain financial advice as to
whether an investment is suitable for your needs, you should consult a
Financial Adviser.
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Portfolio statement

Investments

Holding as at 31.10.23 as at 31.10.23 as at 31.10.22

£000 % %

Equities 0 0.00 5.10

United Kingdom (o] 0.00 0.76

UK equities 0] 0.00 0.76

United States 0 0.00 4.34

US equities (o] 0.00 4.34

Equity derivatives (125) (0.06) (0.21)

Other (125) (0.06) (0.21)

Other equity futures (125) (0.06) (0.21)
99 Hang Seng China Enterprises Index Nov 2023 61) (0.03)
34 Hang Seng Index Nov 2023 (64) (0.03)

Equity portfolios 77,333 38.11 36.13

United Kingdom 8,102 3.99 4.26
2,292,688 M&G Recovery Fund Sterling Class ‘C’ Accumulation? 8,102 3.99

Other 69,231 34.12 31.87
46,150 Amundi Euro Stoxx 50 ETF 4,058 2.00
1,156,015 Amundi MSCI Japan ETF 14,066 6.93
652,066 Lyxor FTSE 100 ETF 7977 3.93
62,929 Lyxor MSCI Korea ETF 2,966 1.46
280,947 Lyxor S&P 500 ETF 9,921 4.89
38,140 Xtrackers DAX ETF 4,673 2.30
217,241 Xtrackers FTSE MIB ETF 5121 2.53
379,683 Xtrackers JPM ETF 8,900 4.39
163,541 Xtrackers MSCI Indonesia Swap ETF 1,972 0.97
2,097,743 Xtrackers MSCI Singapore ETF 2,215 1.09
57124 Xtrackers MSCI Taiwan ETF 2,161 1.07
221,217 Xtrackers Spain ETF 5,201 2.56

Fixed income 63,664 31.38 26.09

United Kingdom 43,279 21.33 5.49

Government bonds 43,279 21.33 5.49
£13,187,000 UK Treasury 0% 20/11/2023 13,148 6.48
£7,720,000 UK Treasury 0% 15/01/2024 7,636 3.76
£7,490,000 UK Treasury 0% 29/01/2024 7,393 3.65
£18,530,000 UK Treasury 3.75% 22/10/2053 15,102 7.44
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Investments (continued)

Holding as at 31.10.23 as at 31.10.23 as at 31.10.22
£'000 % %

Fixed income (continued)

United States 4,518 2.23 11.79
Government bonds 4,518 2.23 11.79
US$9,400,000 US Treasury IL 0.125% 15/02/2052 4,518 2.23
Brazil 4,775 2.35 1.88
Government bonds 4,775 2.35 1.88
BRL31,000,000 Brazil (Federal Republic of) 10% 01/01/2029 4,775 2.35
Mexico 7,977 3.93 3.77
Government bonds 7,977 3.93 3.77
MXN216,347,700 Mexico (United Mexican States) 8% 07/11/2047 7977 3.93
South Africa 5,572 2.75 2.85
Government bonds 5,572 2.75 2.85
ZAR172,172,800 South Africa (Republic of) 8.5% 31/01/2037 5,572 2.75
Tirkiye 0 0.00 1.29
Government bonds 0 0.00 1.29
Debt derivatives (2,457) (1.21) (0.98)
Interest rate futures (2,457) (1.21)
49 Euro-Buxl 30 Years Bond Dec 2023 124 0.06
267 US Ultra Bond Dec 2023 (2,581) (1.27)
Fixed income portfolios 35,118 17.31 16.50
Other 35,118 17.31 16.50
93,410 iShares Core GBP Corporate Bond ETF 10,905 5.37
93,008 iShares JPMorgan USD EM Bond ETF 6,105 3.01
82,712 iShares USD High Yield Corporate Bond ETF 6,038 2.98
1,526,044 MR&G Global High Yield Bond Fund Sterling Class ‘A’ 2,012 0.99
Accumulation?@
72,210 M&G Total Return Credit Investment Fund Sterling Class ‘A-H’ 10,058 4.96
Accumulation?@
Property (0] 0.00 5.04
United Kingdom (o] 0.00 5.04
Currency 196 0.10 0.03
Forward currency contracts 196 0.10 0.03
US$8,011,395 Bought for KRW10,783,791,642 (expires 24.01.24) (10) 0.00
€(23,753,129) Sold for £20,768,192 (expires 31.01.24) (92) (0.04)
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Investments (continued)

Holding as at 31.10.23 as at 31.10.23 as at 31.10.22
£'000 % %

Currency (continued)

Forward currency contracts (continued)

¥(2,510,797,055) Sold for £14,005,391 (expires 31.01.24) 131 0.06
SG$(3,212,143) Sold for £1,941,904 (expires 31.01.24) 5 0.00
US$(36,781,513) Sold for £30,338,196 (expires 31.01.24) 156 0.08
US$2,566,819 Bought for TWD82,090,647 (expires 31.01.24) 6 0.00
Total portfolio 176,186 86.84 88.68
Net other assets/(liabilities) 26,704 13.16 11.32
Net assets attributable to shareholders 202,890 100.00 100.00

All securities are on an official stock exchange listing except where referenced.
a8 Related party.
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Top ten portfolio transactions for the year to 31 October 2023

UK Treasury 0% 03/07/2023 19,740
UK Treasury 3.75% 22/10/2053 15,764
UK Treasury 0% 20/11/2023 13,013
UK Treasury 0% 29/08/2023 12,760
US Treasury 4.125% 31/01/2025 11,232
iShares Core GBP Corporate Bond ETF 11,013
UK Treasury 0% 09/10/2023 9,697
Xtrackers JPM ETF 8,860
UK Treasury 0% 15/01/2024 7,606
UK Treasury 0% 29/01/2024 7,379
Other purchases 62,817
Total purchases 179,881

UK Treasury 0% 03/07/2023 19,849
US Treasury 0% 06/04/2023 19,238
UK Treasury 0% 29/08/2023 13,016
US Treasury 4.125% 31/01/2025 11,361
UK Treasury 0% 09/10/2023 9,899
M&G Property Portfolio Sterling Class ‘I' Income? 9,685
UK Treasury 0% 17/04/2023 9,305
iShares JPMorgan EM Local Government Bond ETF 8,882
UK Treasury 0% 23/10/2023 7,374
UK Treasury 0% 02/05/2023 7,226
Other sales 70,726
Total sales 186,561

a Related party.
Purchases and sales exclude the cost and proceeds of ‘AAA’ rated money
market funds.
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Financial highlights

Fund performance

Please note past performance is not a guide to future
performance and the value of investments, and the
income from them, will fluctuate. This will cause the
fund price to fall as well as rise and you may not get
back the original amount you invested.

As different share classes have different attributes, for
example charging structures and minimum investments,
please be aware that their performance may be
different.

For additional information, including monthly fund
commentaries, fund facts, performance information
(including a range of performance graphs) and other
documents, please visit our website at
mandg.com/investments

Long-term performance by share class

To give an indication of the performance of the fund,
the following table shows the compound rate of return,
per annum, over the period. Calculated on a price to
price basis with income reinvested. Please refer to
‘Specific share class performance’ tables for the share
class launch dates.

Share class One Three Five
year years years
%3 % pa % pa
Sterling
Class ‘A’ Income +6.1 +4.7 +2.0 +3.1
Class ‘A" Accumulation +6.1 +4.7 +2.0 +3.1
Class 'I' Income +6.4 +5.1 +2.4 +3.6
Class ‘I Accumulation +6.4 +5.1 +2.4 +3.7
Class ‘PP’ Income +6.5 +5.2 n/a n/a
Class ‘PP’ Accumulation +6.5 +5.2 n/a n/a
Class ‘R’ Income +6.2 +4.9 +2.2 +3.4
Class ‘R’ Accumulation ~ +6.2 +4.9 +2.2 +3.4
BenchmarkP +9.6 +6.9 +6.4 +6.0

2 Not annualised.

D Prior to 20 July 2021, the benchmark was the 3-month GBP LIBOR
+5%. Thereafter it is the SONIA +5%.

Specific share class performance

The following comparative tables show the
performance of each share class. All ‘Performance and
charges’ percentages represent an annual rate except
for the ‘Return after operating charges’ which is
calculated as a percentage of the opening net asset
value per share (NAV per share). ‘Dilution adjustments’
are only in respect of direct portfolio transaction costs.

‘Operating charges’ and ‘Direct portfolio transaction
costs’ are calculated as a percentage of average net
asset value. Where there is a change in the charging
structure, you may see variances in the ‘operating
charges’ between the comparative and current year
figures.

The closing NAV per share shown may diverge from the
highest and lowest share prices (used for dealing
purposes) as at the balance sheet date due to
accounting and valuation adjustments.
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Sterling Class ‘A’ Income share

performance
The share class was launched on 16 February 2007.

Sterling Class ‘A’ Accumulation share

performance
The share class was launched on 16 February 2007.

for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UK p UKp UKp
Opening NAV 129.10 143.06 124.80 Opening NAV 185.79 200.51 171.45
Return before operating 9.21 (8.92) 22.68 Return before operating 13.10 (12.66) 31.25
charges charges
Operating charges (1.44) (1.45) (1.58) Operating charges (2.10) (2.06) (2.19)
Return after operating 777 (10.37) 21.10 Return after operating 11.00 (14.72) 29.06
charges charges
Distributions (5.21) (3.59) (2.84) Distributions (5.53) (3.07) (1.77)
Closing NAV 131.66 129.10 143.06 Retained distributions 5.53 3.07 177
Direct transaction costs UK p UK p UK p Closing NAV 196.79 185.79 200.51
Costs before dilution 0.01 0.02 0.02 Direct transaction costs UK p UK p UK p
adjustments

Costs before dilution 0.02 0.02 0.02
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.01 0.02 0.02 Dilution adjustments (0.01) (0.01) 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.01 0.02
Direct portfolio transaction 0.01 0.01 0.01 Performance and charges % % %
costs

Direct portfolio transaction 0.01 0.01 0.01
Operating charges 1.05 1.05 112 costs
Return after charges +6.02 -7.25 +16.91 Operating charges 1.05 1.05 112
Other information Return after charges +5.92 -7.34 +16.95

Closing NAV (£'000) 24,260 24,167 21124
Number of shares 18,426,940 18,719,792 14,765,544
Highest share price (UK p) 142.85 146.01 145.53
Lowest share price (UK p) 129.00 127.95 125.53
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Other information

Closing NAV (£°000) 32,837 31,426 35,995
Number of shares 16,686,718 16,915,432 17,951,323
Highest share price (UK p) 208.54 204.66 203.16
Lowest share price (UK p) 185.63 182.86 172.44
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Sterling Class ‘I’ Income share Sterling Class ‘I’ Accumulation share

performance performance

The share class was launched on 3 August 2012. The share class was launched on 3 August 2012.
for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UKp UKp UKp
Opening NAV 1,246.97 1,376.23 1,195.42 Opening NAV 1,554.59 1,672.44 1,425.13
Return before operating 87.79 (86.98) 216.33 Return before operating 108.23 (107.19) 258.58
charges charges
Operating charges (8.64) (8.70) (9.41) Operating charges (10.89) (10.66) (11.27)
Return after operating 79.15 (95.68) 206.92 Return after operating 97.34 (117.85) 247.31
charges charges
Distributions (49.34) (33.58) (26.11) Distributions (561.77) (30.90) (20.32)
Closing NAV 1,276.78  1,246.97 1,376.23 Retained distributions 51.77 30.90 20.32
Direct transaction costs UKp UK p UK p Closing NAV 1,651.93 1,554.59 1,672.44
Costs before dilution 0.13 0.15 0.15 Direct transaction costs UK p UKp UK p
adjustments

Costs before dilution 0.17 0.18 0.18
Dilution adjustments (0.05) (0.04) (0.02) adjustments
Total direct transaction costs 0.08 on 013 Dilution adjustments (0.06) (0.04) (0.02)
Performance and charges % % % Total direct transaction costs 0.1 0.14 0.16
Direct portfolio transaction 0.01 0.01 0.01 Performance and charges % % %
costs
Direct portfolio transaction 0.01 0.01 0.01

Operating charges 0.65 0.65 0.70 costs
Return after charges +6.35 -6.95 +17.31 Operating charges 0.65 0.65 0.70
Other information Return after charges +6.26 -7.05 +17.35

Closing NAV (2000)
Number of shares 1,023,888 1,217,297 1,546,223 Closing NAV (£'000) 123,225 130,473 229,972
Highest share price (UK p) 1,383.60 1,404.74 1,399.08 Number of shares 7,459,472 8,392,694 13,750,670
Lowest share price (UK p) 1,246.03  1,235.47 1,202.47 Highest share price (UK p) 1,749.15 1,707.12 1,693.68
Lowest share price (UK p) 1,553.23 1,529.97 1,433.47
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Sterling Class ‘PP’ Income share Sterling Class ‘PP’ Accumulation share

performance performance

The share class was launched on 5 August 2019. The share class was launched on 8 April 2019.
for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UK p UKp UKp
Opening NAV 94.77 104.48 90.62 Opening NAV 100.70 108.25 92.13
Return before operating 6.65 (6.64) 16.37 Return before operating 7.00 (6.96) 16.70
charges charges
Operating charges (0.56) (0.55) (0.56) Operating charges (0.60) (0.59) (0.58)
Return after operating 6.09 (7.19) 15.81 Return after operating 6.40 (7.55) 16.12
charges charges
Distributions (3.73) (2.52) (1.95) Distributions (3.44) (2.09) (1.44)
Closing NAV 97.13 94.77 104.48 Retained distributions 3.44 2.09 1.44
Direct transaction costs UKp UK p UK p Closing NAV 10710 100.70 108.25
Costs before dilution 0.01 0.01 0.01 Direct transaction costs UKp UK p UK p
adjustments

Costs before dilution 0.01 0.01 0.01
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.01 0.01 0.01 Dilution adjustments 0.00 0.00 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.01 0.01
Direct portfolio transaction 0.01 0.01 0.01 Performance and charges % % %
costs
Direct portfolio transaction 0.01 0.01 0.01

Operating charges 0.55 0.55 0.55 costs
Return after charges +6.43 -6.88 +17.45 Operating charges 0.55 0.55 0.55
Other information Return after charges +6.36 -6.97 +17.50

Number of shares 91,465 89,089 29,089 Closing NAV (£'000) 4,669 13,194 48,529
Highest share price (UK p) 105.22 106.64 106.19 Number of shares 4,359,639 13,102,018 44,830,793
Lowest share price (UK p) 94.70 93.88 91.16 Highest share price (UK p) 113.37 110.49 109.60

Lowest share price (UK p) 100.60 99.11 92.67
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Sterling Class ‘R’ Income share Sterling Class ‘R’ Accumulation share

performance performance

The share class was launched on 3 August 2012. The share class was launched on 3 August 2012.
for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UKp UKp UKp
Opening NAV 121.84 134.81 117.39 Opening NAV 152.55 164.44 140.40
Return before operating 8.65 (8.44) 21.30 Return before operating 10.70 (10.44) 25.54
charges charges
Operating charges (117) (1.18) (1.25) Operating charges (1.48) (1.45) (1.50)
Return after operating 7.48 (9.62) 20.05 Return after operating 9.22 (11.89) 24.04
charges charges
Distributions (4.88) (3.35) (2.63) Distributions (4.74) (2.71) (1.68)
Closing NAV 124.44 121.84 134.81 Retained distributions 474 271 1.68
Direct transaction costs UKp UKp UK p Closing NAV 161.77 152.55 164.44
Costs before dilution 0.01 0.01 0.01 Direct transaction costs UK p UK p UK p
adjustments

Costs before dilution 0.02 0.02 0.02
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.01 0.01 0.01 Dilution adjustments (0.01) 0.00 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.02 0.02
Direct portfolio transaction 0.01 0.01 0.01 Performance and charges % % %
costs
Direct portfolio transaction 0.01 0.01 0.01

Operating charges 0.90 0.90 0.95 costs
Return after charges +6.14 -7.14 +17.08 Operating charges 0.90 0.90 0.94
Other information Return after charges +6.04 -7.23 +17.12

Closing NAV (£000)
Number of shares 1,478,771 1,473,852 1,431,852 Closing NAV (£'000) 2,896 2,781 3,055
Highest share price (UK p) 134.95 137.59 137.10 Number of shares 1,790,214 1,823,313 1,858,109
Lowest share price (UK p) 121.74 120.74 118.08 Highest share price (UK p) 171.38 167.84 166.58
Lowest share price (UK p) 152.41 150.14 141.22
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Financial statements

Statement of total return

for the year to 31 October

Income

Net capital gains/(losses) 3 7,306 (26,998)
Revenue 5 9,320 8,682

Expenses 6 (1,667) (2,224)

Interest payable and similar charges 2) 21)

Net revenue/(expense) before taxation 7,651 6,437

Taxation 7 (1,142) (1,005)

Net revenue/(expense) after taxation 6,509 5,432
Total return before distributions 13,815 (21,566)
Distributions 8 (6,922) (5,910)
Change in net assets attributable to shareholders from 6,893 (27,476)

investment activities

Statement of change in net assets attributable to shareholders

for the year to 31 October

Opening net assets attributable to shareholders 219,101 372,336
Amounts received on issue of shares 19,734 2,600
Amounts paid on cancellation of shares (48,189) (132,871)

(28,455) (130,271)
Dilution adjustments 73 142
Change in net assets attributable to shareholders from 6,893 (27,476)
investment activities (see above)
Retained distributions on Accumulation shares 5,278 4,370
Closing net assets attributable to shareholders 202,890 219,101
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Financial statements

Balance sheet

as at 31 October Note 2023 2022
£000 £000

Assets

Fixed assets

Investments 178,994 197,157

Current assets

Debtors 9 1,128 2,645

Cash and bank balances 10 12,205 15,529

Cash equivalents 16,962 10,875

Total assets 209,289 226,206

Investment liabilities (2,808) (2,856)
Creditors

Bank overdrafts (2,129) 0

Distribution payable (614) (283)
Other creditors " (836) (3,943)
Deferred tax provision 7 (12) (23)
Total liabilities (6,399) (7,105)
Net assets attributable to shareholders 202,890 219,101
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Notes to the financial statements

1 Accounting policies
The financial statements have been prepared in accordance with the ‘Summary of significant accounting policies’ set
out on pages 9 to 12.

2 Distribution policy
In determining the amount available for distribution to Income shares, the annual charge is offset against capital,
increasing the amount available for distribution whilst restraining capital performance to an equivalent extent.

3 Net capital gains/(losses)

for the year to 31 October 2022
£000
Non-derivative securities 2,224 7,278
Derivative contracts 4,699 (36,279)
Currency gains/(losses) 155 1,673
Management charge rebates taken to capital 98 223
Rebate of ongoing charges from underlying funds taken to capital 130 107
Net capital gains/(losses) 7,306 (26,998)

Includes realised gains of £99,000 and unrealised gains of £6,979,000 (2022: realised losses of £24,561,000 and unrealised losses of £2,767,000). Certain
realised gains and losses in the current year were unrealised in the prior year.
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4 Portfolio transactions and associated costs

The following tables show portfolio transactions and their associated transaction costs. For more information about
the nature of the costs please see the sections on ‘Operating charges’ and ‘Portfolio transaction costs’ within ‘Notes
to the financial statements’ on pages 11 and 12. Total direct portfolio transaction costs are stated before dilution
adjustments. Please refer to the ‘Financial highlights’ section for the effect of dilution adjustments.

for the year to 31 October 2023 % of 2022 % of
£000 transaction £000 transaction
a) Purchases
Debt securities 122,582 244,105
Collective investment schemes
Collective investment schemes 57,296 99,553
before transaction costs
Commissions 8 0.01 1 0.00
Collective investment schemes after transaction 57,299 99,554
costs
Total purchases after transaction costs 179,881 343,659
b) Sales
Equities
Equities before transaction costs 11,726 7,466
Commissions 3) 0.03 (1) 0.01
Equities after transaction costs 11,723 7,465
Debt securities 114,479 427,087
Collective investment schemes
Collective investment schemes 60,364 61,646
before transaction costs
Commissions 5) 0.01 9) 0.01
Collective investment schemes after transaction 60,359 61,637
costs
Total sales after transaction costs 186,561 496,189
2023 % of 2022 % of
£'000 average NAV £'000 average NAV
c) Direct portfolio transaction costs
Commissions paid
Equities 8 0.00 1 0.00
Collective investment schemes 8 0.01 10 0.00
Derivatives 4 0.00 8 0.00
Total commissions paid 15 0.01 19 0.00
Taxes paid
Derivatives 6 0.00 13 0.01
Total direct portfolio transaction costs 21 0.01 32 0.01
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% %
d) Indirect portfolio transaction costs
Average portfolio dealing spread
as at the balance sheet date 0.10 0.45
5 Revenue
for the year to 31 October 2023 2022
£'000 £'000
Bank interest 57 24
Derivative revenue 88 181
Distributions from collective investment schemes: non-taxable 2,144 1,559
Distributions from collective investment schemes: taxable 1,725 1,643
Distributions from collective investment schemes: property income dividends 343 697
Dividends from equity investments: non-taxable 96 429
Dividends from equity investments: taxable 0 4
Interest distributions 546 105
Interest on debt securities 4,109 3,784
Management charge rebates 92 108
Rebate of ongoing charges from underlying funds 120 148
Total revenue 9,320 8,682
6 Expenses

for the year to 31 October

Payable to the ACD or associate

Annual charge 1,667 2,224

Total expenses 1,667 2,224

Audit fees for the financial year ending 2023 were £12,000 (2022: £12,000) (including VAT), which are covered by the annual charge.
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7 Taxation
for the year to 31 October 2023 2022
£000 £000
a) Analysis of charge in the year
Corporation tax 1138 960
Withholding tax 15 50
Deferred tax (note 7c) an (5)
Total taxation 1,142 1,005
b) Factors affecting taxation charge for the year
Net revenue/(expense) before taxation 7,651 6,437
Corporation tax at 20% 1,530 1,287
Effects of:
Tax on management charge rebates taken to capital 45 66
Dividends from equity investments: non-taxable (448) (398)
Withholding tax 15 50
Total tax charge (note 7a) 1,142 1,005
c) Provision for deferred taxation
Provision at the start of the year 23 28
Deferred tax in profit and loss account (note 7a) (11) (5)
Provision at the end of the year 12 23

The fund has not recognised a deferred tax asset in the current financial year (2022: same).
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8 Distributions
For each distribution period, the distributions payable on Income shares (Inc) and distributions retained on
Accumulation shares (Acc) are disclosed.

for the year to 31 October 2022
Inc Inc Acc
Dividend distributions £000 £000 £000
First interim 342 1,147 279 1,024
Second interim 257 803 265 983
Third interim 339 1,126 361 1,493
Final 614 2,202 283 870
Total net distributions 6,830 5,558
Income deducted on cancellation of shares 175 386
Income received on issue of shares (83) (34)
Distributions 6,922 5,910
Net revenue/(expense) per statement of total return 6,509 5,432
Expenses offset against capital 376 422
Sharing of relief between classes 37 56
Distributions 6,922 5,910

9 Debtors

as at 31 October 2023 2022
£000 £000
Amounts receivable on issues of shares 293 0
Currency deals outstanding 0 1,188
Debt security interest receivable 684 637
Derivative revenue receivable 0 1
Distributions receivable 101 134
Dividends receivable 41 65
Rebate of ongoing charges from underlying funds 9 10
Sales awaiting settlement 0 600
Total debtors 1,128 2,645

10 Cash and bank balances

as at 31 October

Amounts held at futures clearing houses and collateral manager 10,533 7,809
Cash held as bank balances 1,672 7,720
Total cash and bank balances 12,205 15,529
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11 Other creditors

as at 31 October 2023 2022

£000 £000
Amounts payable on cancellation of shares 145 2,151
Annual charge payable 70 65
Corporation tax payable 621 540
Currency deals outstanding 0 1,187
Total other creditors 836 3,943

12 Contingent assets, liabilities and outstanding commitments
There were no contingent assets, liabilities or outstanding commitments at the balance sheet date (2022: same).

13 Shares inissue
The following table shows each class of share in issue during the year. Each share class has the same rights on
winding up however they may have different charging structures as set out in note 14.

Share class Opening Movements Closing
01.11.22 Issued Cancelled Converted 31.10.23
Sterling
Class ‘A’ Income 18,719,792 1,621,051 (1,913,903) 0 18,426,940
Class ‘A" Accumulation 16,915,432 1,298,740 (1,527,454) 0 16,686,718
Class ‘I Income 1,217,297 40,626 (234,035) 0 1,023,888
Class ‘I’ Accumulation 8,392,694 745,061 (1,678,283) 0 7,459,472
Class ‘PP’ Income 89,089 31,376 (29,000) 0 91,465
Class ‘PP’ Accumulation 13,102,018 1,327,683 (10,070,062) 0 4,359,639
Class ‘R’ Income 1,473,852 96,237 (91,318) 0 1,478,771
Class ‘R’ Accumulation 1,823,313 151,263 (184,362) 0 1,790,214

It is not possible to separately identify all share class conversions. As a result, the share class movements (issued/cancelled) as disclosed in the table above
may also include share class conversions.
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14 Charging structure

The table below sets out the charging structure for each class of share. The charging structure is the same for both
Income and Accumulation shares of each class. The amounts shown are the maximum annual charge. M&G will apply
a discount of 0.02% for every £1 billion of a fund’s net asset value. This is assessed quarterly and implemented on a
forward basis no later than 13 business days after quarter end.

Share class Annual

charge
%

Sterling

Class ‘A’ 1.05
Class ‘I’ 0.65
Class ‘PP’ 0.55
Class ‘R’ 0.90

15 Related parties

M&G Securities Limited, as Authorised Corporate Director (ACD), is a related party and acts as principal on all the
transactions of shares in the fund except with in specie transactions, where M&G Securities Limited acts as an agent.
The aggregate monies received through issues, and paid on cancellations, are disclosed in the ‘Statement of change
in net assets attributable to shareholders’ and note 8. Amounts due to/from M&G Securities Limited in respect of
share transactions at the year end are disclosed in notes 9 and 11 where applicable.

Amounts paid to M&G Securities Limited in respect of the annual charge are disclosed in note 6. Amounts due at the
year end in respect of the annual charge are disclosed in note 11.

Amounts paid to M&G Securities Limited in respect of rebate arrangements for the annual charge are disclosed in
notes 3 and 5. Amounts due at the year end from the ACD, and/or associate, in respect of these rebates are
disclosed in note 9.

During the year, there were transactions in shares in related parties of M&G Securities Limited with a total value of
£14,448,000 (2022: £38,330,000).

At the balance sheet date, the fund held shares in related parties of M&G Securities Limited with a value of
£20,172,000 (2022: £34,141,000).

At the balance sheet date, shareholders from within M&G plc, of which M&G Securities Limited is a wholly owned
subsidiary, have holdings totalling 27.60% (2022: 23.60%) of the fund’s shares.

16 Fair value analysis
Financial instruments have been measured at their fair value and have been classified below using a hierarchy that
reflects the significance of the inputs used in measuring their fair value:

Level 1: Unadjusted quoted price in an active market for an identical instrument
This includes instruments such as publicly traded equities, highly liquid bonds (eg Government bonds) and exchange
traded derivatives (eg futures) for which quoted prices are readily and regularly available.
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Level 2: Valuation technique using observable market data

This includes instruments such as over-the-counter (OTC) derivatives, debt securities, convertible bonds,
mortgage-backed securities, asset-backed securities and open-ended funds which have been valued using models
with observable market data inputs.

Level 3: Valuation technique using unobservable inputs

This refers to instruments which have been valued using models with unobservable data inputs. This includes single
broker-priced instruments, suspended/unquoted securities, private equity, unlisted closed-ended funds and
open-ended funds with restrictions on redemption rights.

as at 31 October Assets Liabilities Assets Liabilities

2023 2023 2022 2022

Basis of valuation £°000 £°000 £°000 £'000
Level 1 140,200 (2,706) 141,260 (2,628)
Level 2 38,794 (102) 55,897 (228)

Level 3 0 0 0 0
178,994 (2,808) 197,157 (2,856)

17 Risk management policies
The general risk management policies for the fund are set out in note 3 to the financial statements on pages 12 to 14.

18 Market risk sensitivity and exposure
VaR is the risk measurement methodology used to assess the fund’s leverage and market risk volatility. When VaR is
calculated as a percentage of the net asset value it may not be greater than the VaR limit set for the fund.

The VaR limit set during the financial year to 31 October 2023 was 13% (2022: 13%).

The lowest, highest and average VaR, as well as utilisation of VaR with reference to the limit above, are calculated
during the financial years ended 31 October 2023 and 31 October 2022.

for the year to 31 October 2023 2023 2022 2022
% of VaR Utilisation % of VaR Utilisation

of VaR of VaR

13% 13%

Lowest 3.92 30.15 3.20 24.62
Highest 5.74 4415 5.78 44.46
Average 4.56 35.08 5.05 38.83
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19 Credit risk
The fund is exposed to credit risk through the credit quality of the investments it holds. The table below shows the
credit quality of the investments held in the portfolio.

as at 31 October 2023 2022

£000 £000
Investment grade securities 55,774 46,187
Below investment grade securities 10,347 13,200
Other investments 110,065 134,914
Total 176,186 194,301

The tables below show the exposure to counterparties. Collateral is posted daily, in the form of cash or high-quality
government bonds, to minimise this exposure.

as at 31 October 2023 Forward
currency

contracts Futures
£000 £000

Bank of America Merrill Lynch 0 (2,582)
Citigroup 131 0
Goldman Sachs 5 0
JPMorgan 6 0
State Street Bank (92) 0
UBS 146 0
Total 196 (2,582)

as at 31 October 2022 Forward
currency

contracts Futures
£'000 £'000

Bank of America Merrill Lynch 0 (2,628)
JPMorgan 305 0
State Street Bank 12 0
UBS (252) 0
Total 65 (2,628)

20 Leveragerisk
Funds using VaR approaches are required to disclose the level of leverage employed during the financial reporting
period.

Derivatives can be used by the fund to generate market exposure to investments exceeding the net asset value. As a
result of this exposure, the size of any positive or negative movement in markets may have a more significant effect
on the net asset value of the fund.

38  Annual report and audited financial statements « October 2023



M&G Episode Allocation Fund

Financial statements and notes

The lowest, highest and average level of leverage employed and utilisation of the leverage level calculated during the
financial years ended 31 October 2023 and 31 October 2022 are disclosed in the table below. Leverage has been
calculated using the Gross Sum of Notional Approach for derivative positions only (including forward currency
contracts) and excludes all physical holdings. Percentages are expressed with reference to fund valuation.

for the year to 31 October 2023 2023 2022 2022

£000 % £000 %
Lowest 274,675 122.00 219,896 181.00
Highest 673,470 295.00 377,653 396.00
Average 346,528 155.84 303,806 222.44

21 Dividend distribution tables
This fund pays quarterly ordinary distributions and the following table sets out the distribution periods.

Quarterly distribution periods

Start End Xd Payment
First interim 01.11.22 31.01.23 01.02.23 31.03.23
Second interim 01.02.23 30.04.23 02.05.23 30.06.23
Third interim 01.05.23 31.07.23 01.08.23 30.09.23
Final 01.08.23 31.10.23 01.11.23 31.12.23

The following tables set out for each distribution the rates per share for both Group 1 and Group 2 shares.

Group 1 shares are those purchased prior to a distribution period and therefore their income rate is the same as the
distribution rate.

Group 2 shares are those purchased during a distribution period and therefore their distribution rate is made up of
income and equalisation. Equalisation is the average amount of income included in the purchase price of all Group 2
shares and is refunded to the holders of these shares as a return of capital. Being capital it is not liable to Income
Tax. Instead, it must be deducted from the cost of shares for Capital Gains Tax purposes. The tables below show the
split of the Group 2 rates into the income and equalisation components.

Sterling Class ‘A’ Income shares

Ordinary distributions Group 2 Group 1& 2

for the year Equalisation Distribution

to 31 October 2023 2023 2022
UKp UK p UK p

First interim 0.5970 0.5319 11289 0.7964

Second interim 0.2676 0.5914 0.8590 0.7895

Third interim 0.3897 0.7604 1.1501 11089

Final 1.6058 0.4641 2.0699 0.8984
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Sterling Class ‘A’ Accumulation shares

Ordinary distributions Group 2 Group 1&2

for the year Income Equalisation Distribution

to 31 October 2023 2023 2023 2022
UKp UKp UK p UK p

First interim 0.0660 1.0535 11195 0.5925

Second interim 0.2230 0.5315 0.7545 0.6210

Third interim 0.4834 0.6577 11411 1.0756

Final 1.3695 11493 2.5188 0.7791

Sterling Class ‘I' Income shares

Ordinary distributions Group 2 Group1&2

for the year Income Equalisation Distribution

to 31 October 2023 2023 2023 2022
UKp UKp UK p UK p

First interim 2.9885 7.6546 10.6431 7.3843

Second interim 3.0463 5.0073 8.0536 7.3456

Third interim 2.4319 8.4244 10.8563 10.4699

Final 10.1458 9.6455 19.7913 8.3758

Sterling Class ‘I' Accumulation shares

Ordinary distributions Group 2 Group 1& 2

for the year Equalisation Distribution

to 31 October 2023 2023 2022
UKp UK p UK p

First interim 4.3108 6.3755 10.6863 6.2917

Second interim 3.4232 41786 7.6018 6.4592

Third interim 5.9270 5.0467 10.9737 10.3259

Final 12.4073 10.0969 22.5042 7.8186

Sterling Class ‘PP’ Income shares

Ordinary distributions Group 2 Group 1&2

for the year Income Equalisation Distribution

to 31 October 2023 2023 2023 2022
UK p UK p UK p UKp

First interim 0.4143 0.3904 0.8047 0.5551

Second interim 0.3042 0.3031 0.6073 0.5528

Third interim 0.4299 0.3902 0.8201 0.7837

Final 0.8385 0.6614 1.4999 0.6320
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Sterling Class ‘PP’ Accumulation shares

Ordinary distributions Group 2 Group 1&2

for the year Income Equalisation Distribution

to 31 October 2023 2023 2023 2022
UKp UK p UK p UK p

First interim 0.5043 0.2094 0.7137 0.4309

Second interim 0.3738 0.1395 0.5133 0.4388

Third interim 0.4609 0.2731 0.7340 0.6969

Final 0.5998 0.8811 1.4809 0.5277

Sterling Class ‘R’ Income shares

Ordinary distributions Group 2 Group1&2

for the year Income Equalisation Distribution

to 31 October 2023 2023 2023 2022
UKp UK p UK p UK p

First interim 0.6053 0.4505 1.0558 0.7402

Second interim 0.2038 0.5980 0.8018 0.7347

Third interim 0.6894 0.3867 1.0761 1.0382

Final 11009 0.8450 1.9459 0.8349

Sterling Class ‘R’ Accumulation shares

Ordinary distributions Group 2 Group 1& 2

for the year Equalisation Distribution

to 31 October 2023 2023 2022
UK p UK p UK p

First interim 0.6159 0.3518 0.9677 0.5359

Second interim 0.1999 0.4670 0.6669 0.5564

Third interim 0.4019 0.5874 0.9893 0.9308

Final 1.0532 1.0676 2.1208 0.6871

22 Events after the balance sheet date
There were no events after the balance sheet date to disclose.
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For the purposes of these financial statements, the
Prospectus dated 16 March 2023 has been used.

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 the average return of the
IA Mixed Investment 40-85% shares sector over any
five-year period.

Investment policy

The fund is a multi-asset fund that invests across a
range of asset classes, including equities, fixed income
securities, convertibles, cash and near cash. Exposure
to these assets may be gained either directly or
indirectly via collective investment schemes or
derivatives. The fund may also invest indirectly via
collective investment schemes or derivatives in other
asset classes such as property and gold.

The currency exposure of the fund will be actively
managed, seeking to enhance returns, with a minimum
of 25% of the fund exposed to sterling and a minimum
of 50% in developed market currencies (including
sterling).

Derivatives may be used for investment purposes,
efficient portfolio management and hedging.

Investment approach

The fund managers have a flexible top-down approach
to the allocation of capital between different types of
assets in response to changes in economic conditions
and asset values. This approach combines in-depth
research to work out the value of assets over the
medium to long term, with analysis of market reactions
to events to identify investment opportunities. In
particular, the managers seek to respond when asset
prices move away from a reasonable sense of ‘fair’
long-term value due to market reactions to events.

The fund seeks to manage risk by investing globally
across multiple asset classes, sectors, currencies and
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countries. The fund will typically invest 40-85% of its
assets in equities and convertibles, 15-50% in fixed
income securities and cash, and up to 10% in other
assets. These allocations reflect the net exposure of the
portfolio.

The fund will typically take investment positions at
index or sector level, but it may also take positions in
individual shares or bonds. The fund’s investment
strategy may involve the use of derivatives to take long
or short positions.

Benchmark

|A Mixed Investment 40-85% shares sector.

The benchmark is a target which the fund seeks to
outperform. The sector has been chosen as the fund’s
benchmark as the fund is a constituent of the sector.
The benchmark is used solely to measure the fund’s
performance and does not constrain the fund’s
portfolio construction.

The fund is actively managed. The fund managers have
complete freedom in choosing which investments to
buy, hold and sell in the fund.

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

For details of the risks associated with this fund, please
refer to the Prospectus. For details of the risk
management policies, please refer to pages 12 to 14.

The following table shows the risk number associated
with the fund and is based on Sterling Class ‘A’ shares.

Low risk High risk

) .

- -

Typically lower rewards Typically higher rewards

1 2 | 3

3 - Ok

The above number:

° is based on the rate at which the value of the fund
has moved up and down in the past and is based
on historical data so may not be a reliable indicator
of the future risk profile of the fund.

° is not guaranteed and may change over time and
the lowest risk number does not mean risk free.

° has not changed during this period.

Investment review
For the year ended 31 October 2023

Performance against objective

Over the review period, the M&G Episode Growth Fund
produced a positive total return (the combination of
income and growth of capital) across all its share
classes. Returns for all classes also surpassed the
benchmark IA Mixed Investment 40-85% Shares Sector
gain of 2.0%.

Over five years, the fund produced a positive return, in
line with the benchmark®, which delivered an annualised
return of 4.7%. Depending on the share class held, the
fund either met or did not meet its objective of
providing a higher total return, net of the ongoing
charge figure, than the average return of the |IA Mixed
Investment 40-85% Shares Sector over any five-year
period.

For the performance of each share class, please refer
to the ‘Long-term performance by share class’ table in
the ‘Financial highlights’ section of this report.

* The benchmark prior to 10 December 2019 was a composite index
comprising 2/3 MSCI ACWI Index and 1/3 Bloomberg Barclays Global
Aggregate Index. From 10 December 2019 to 1 February 2021 the
Bloomberg Barclays Global Aggregate Index was changed to the GBP
Hedged version. Thereafter, the benchmark is the average return of IA
Mixed Investment 40-85% Shares sector.

Performance review

The 12 month period under review was a volatile but

ultimately positive period for most equity and bond

markets, with the notable exception of developed
market government bonds. The period was made up of
two distinct phases as investor sentiment switched

from being positive to sharply negative in August 2023.

Initially, investors were encouraged by signs that
inflation was moderating, raising hopes that major
central banks would slow the pace of interest rate hikes
and risk assets rallied. The reopening of the Chinese
economy also fuelled optimism in equity markets,
especially in Asia. There were, however, some worrying
signs, such as the strong US labour market and high
core inflation (without the more volatile components
such as energy and food prices), which led to concern
that central banks might raise interest rates higher and
hold them at elevated levels for a longer period.

These concerns were crystallised later in the period
when, despite falling inflation, central banks retained
their hawkish stance, warning that interest rates would
have to stay higher for longer. This weighed heavily on
developed market government bonds, particularly those
with longer maturities, since they are more sensitive to
interest rate increases. Bond yields, which move in the
opposite direction to prices, rose to multi-year highs.
The rise in yields in bond markets led to falls in the
prices of other assets and most stockmarkets declined
sharply in the later part of the review period.

Despite the late weakness, most equity markets still
rose over the period, led by ltaly, the technology-
dominated Nasdaq in the US, Hong Kong and other
European markets. Not all markets participated in the
rally, however, with the UK’s mid-cap index falling and
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China lagging. In terms of sectors, the communications
services and technology sectors led the way, driven in
large part by strength in the ‘megacap’ stocks in the US,
such as Amazon, Apple and Microsoft. On the other
hand, real estate and healthcare stocks declined.

Falls in government bond markets were led by UK gilts,
although German bunds and US Treasuries also
declined, while emerging markets bonds rallied
strongly. Corporate bonds also performed well, with
high yield bonds outperforming investment grade.

Currency markets also exhibited distinct periods of
performance, with the US dollar initially weakening
against most major currencies before rallying strongly
as it became clear US interest rates would stay
elevated. Over the period as a whole, the euro
strengthened relative to the US dollar, with sterling not
far behind, although the yen was weak against most
other currencies.

Against this backdrop, the fund delivered a positive
return in the review period, and outperformed its
benchmark. Equities were overwhelmingly the biggest
driver of gains, aided by our exposure to Asian shares,
mainly due to the rebound in China in the early part of

the period after the lifting of COVID-related restrictions.

Global equities and exposure to the FTSE 100 also
added good value, with Europe and Japan generating
more modest positive contributions. However, our
exposure to emerging markets made a negative
contribution. Our currency positioning was also helpful,
with the fund benefiting from movements in the US
dollar relative to sterling and weakness in the yen. A
holding of government bonds from South Africa also
made a modest positive contribution.

The largest detractor was our exposure to long-dated
US government bonds, which were weighed down by
the ‘higher for longer’ rhetoric from the Federal
Reserve.

Investment activities

In the early part of the review period, we adopted a
more cautious stance, with a reduction in equity
holdings and an increase in cash. Later, in response to
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sharply higher yields, the cash was used to increase
positions in the government bond market.

Much of the early activity took place in February 2023,
including the diversifying of equity investments with a
preference for a diversified non-US exposure over the
US. We cut exposure to world stocks (held via the MSCI
World ETF, a passively managed fund that tracks a
world index that holds a high proportion of US stocks),
while increasing exposure to Japanese and developed
European ex-UK shares. We also closed our exposure to
Chinese shares, which had performed well after China
abandoned its zero-COVID policies, and initiated a new
position in emerging-market Asian equities.

Around the same time, we opened a tactical position in
two-year US Treasuries while further trimming global
equities. This was in response to the relative price
action since the beginning of 2023. The government
bond position was closed the following month after a
strong rally during the crisis in the banking sector.

We introduced a currency carry trade, increasing
exposure to higher-yielding emerging market currencies
(Hungary, Brazil and Mexico), while taking short
positions in the Japanese yen, Swiss franc and
Taiwanese dollar.

In June, we responded to rapid price movements in
South African bonds and the currency, which we felt
appeared to be driven by investor panic, by opening a
new position in local currency-denominated South
African bonds. The bonds offered what we thought was
an attractive yield. The position was funded from our
holding of cash.

Later in the review period, the cash holding was further
reduced when we took advantage of the drop in the
prices of 30-year US Treasury bonds to increase our
exposure. This was in response to what we considered
to be ‘episodic’ moves (driven more by investors’
emotions rather than economic fundamentals) in the US
bond market. At the end of the period, when yields had
climbed further, we added to our long-dated US
government bonds and started new positions in 30-
year UK and German sovereign bonds. In our opinion,
the bonds offered attractive levels of yield and were
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more likely to provide useful diversification if economic
conditions deteriorated.

Outlook

It is notable how much market beliefs have changed
over the past 12 months. As we entered the review
period, there was almost complete confidence that a
recession was inevitable, while today there seems to be
equal confidence that growth will prove resilient. In our
view, there seems little expectation that earnings could
come under pressure from the deterioration in the
financial positions of both consumers and companies.
This possible complacency makes us somewhat
cautious. Although valuations are undoubtedly more
attractive, we think the possibility of rising short term
interest rates could leave equities vulnerable.

For this reason, the fund continues to be positioned
relatively cautiously, with a below-neutral position in
equities. We have, however, boosted our allocation to
fixed income, believing that the price weakness offered
a good entry point for US Treasuries, gilts and bunds, as
yield moves appear at odds with economic data. In
particular, the longer end of the yield curve appears
more attractive after a meaningful steepening over the
last four months.

Craig Simpson & Tony Finding
Co-fund managers

Employees of M&G FA Limited which is an associate of M&G Securities
Limited.

Please note that the views expressed in this Report should not be taken as a
recommendation or advice on how the fund or any holding mentioned in the
Report is likely to perform. If you wish to obtain financial advice as to
whether an investment is suitable for your needs, you should consult a
Financial Adviser.
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Investments
Holding as at 31.10.23 as at 31.10.23 as at 31.10.22
£000 % %
Equities 516,643
Equity portfolios 516,643 67.05 72.16
United Kingdom 14,000 1.82 1.99
4,811,954 M&G Smaller Companies Fund Sterling Class ‘A’ Income?2 14,000 1.82
China 0 0.00 2.36
Asia Pacific 25,944 3.37 3.12
1,850,016 M&G Asian Fund Sterling Class ‘A’ Incomea 25,944 3.37
Other 476,699 61.86 64.69
166,564 Amundi Euro Stoxx 50 ETF 14,647 1.90
2,966,910 Amundi MSCI Japan ETF 36,101 4.68
1,083,845 iShares Core FTSE 100 ETF 7,798 1.01
2,381,099 iShares Core MSCI World ETF 154,569 20.06
312,254 iShares MSCI EM Asia ETF 36,902 4.79
12,489,870 Lyxor FTSE 100 ETF 152,801 19.83
2,505,293 Vanguard FTSE Developed Europe Index ETF 73,881 9.59
Equity derivatives (] 0.00 (0.10)
Equity index futures (o] 0.00 (0.10)
Fixed income 234,046 30.37 21.61
Fixed income portfolios 72,737 9.44 8.18
Other 72,737 9.44 8.18
623,014 iShares Core GBP Corporate Bond ETF 72,737 9.44
Government bonds 170,235 22.09 14.20
United Kingdom 96,508 12.52 2.59
£38,700,000 UK Treasury 0% 06/11/2023 38,665 5.02
£38,959,000 UK Treasury 0% 26/02/2024 38,300 4.97
£23,980,000 UK Treasury 3.75% 22/10/2053 19,543 2.53
United States 31,940 4.15 11.61
US$39,475,000 US Treasury 0% 08/02/2024 31,940 415
South Africa 41,787 5.42 0.00
ZAR585,000,000 South Africa (Republic of) 8.25% 31/03/2032 21,081 2.73
ZAR594,000,000 South Africa (Republic of) 8.875% 28/02/2035 20,706 2.69
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Investments (continued)

Holding

Fixed income (continued)

as at 31.10.23 as at 31.10.23 as at 31.10.22
£°000 % %

Debt derivatives
Interest rate futures
192 Euro-Bux| 30 Years Bond Dec 2023
1,038 US Ultra Bond Dec 2023
Currency
Forward currency contracts
US$25,526,719 Bought for HKD199,325,640 (expires 31.01.24)
€8,233,600 Bought for £7,198,925 (expires 31.01.24)
HUF7,700,000,000 Bought for £17,286,841 (expires 31.01.24)
MXN390,000,000 Bought for £17,475,506 (expires 31.01.24)
US$78,197,895 Bought for £64,499,334 (expires 31.01.24)
AU$(16,482,840) Sold for £8,655,727 (expires 31.01.24)
CHF(18,650,000) Sold for £17,267,841 (expires 31.01.24)
¥(3,370,802,741) Sold for £18,802,559 (expires 31.01.24)
US$18,979,738 Bought for TWD607,000,000 (expires 31.01.24)
BRL107,000,000 Bought for $20,831,305 (expires 24.01.24)
Total portfolio
Net other assets/(liabilities)
Net assets attributable to shareholders

All securities are on an official stock exchange listing except where referenced.
@ Related party.

(8,926) (1.16) (0.77)
(8,926) (1.16) (0.77)
486 0.06
(9,412) (1.22)
497 0.06 (0.04)
497 0.06 (0.04)
8 0.00
32 0.00
116 0.01
72 0.01
(332) (0.04)
23 0.00
140 0.02
176 0.02
45 0.01
217 0.03
751,186 97.48 93.63
19,395 2.52 6.37
770,581 100.00 100.00
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Top ten portfolio transactions for the year to 31 October 2023

US Treasury 0% 17/08/2023 48,260
US Treasury 0% 08/02/2024 46,591
US Treasury 0% 06/07/2023 44,363
iShares MSCI EM Asia ETF 41,945
US Treasury 4.125% 31/01/2025 41,512
UK Treasury 0% 26/02/2024 37,910
UK Treasury 0% 06/11/2023 37,852
UK Treasury 0% 04/09/2024 37,393
South Africa (Republic of) 8.25% 31/03/2032 20,406
South Africa (Republic of) 8.875% 28/02/2035 20,322
Other purchases 74,269
Total purchases 450,823

iShares Core MSCI| World ETF 105,443
US Treasury 0% 23/02/2023 48,249
US Treasury 0% 17/08/2023 46,439
US Treasury 0% 06/07/2023 43,506
US Treasury 4.125% 31/01/2025 41,990
UK Treasury 0% 04/09/2023 38,103
US Treasury 0% 18/05/2023 37,732
HSBC MSCI China ETF 25,729
UK Treasury 0% 09/01/2023 19,994
US Treasury 0% 08/02/2024 16,919
Other sales 18,988
Total sales 443,092
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Fund performance

Please note past performance is not a guide to future
performance and the value of investments, and the
income from them, will fluctuate. This will cause the
fund price to fall as well as rise and you may not get
back the original amount you invested.

As different share classes have different attributes, for
example charging structures and minimum investments,
please be aware that their performance may be
different.

For additional information, including monthly fund
commentaries, fund facts, performance information
(including a range of performance graphs) and other
documents, please visit our website at
mandg.com/investments

Long-term performance by share class

To give an indication of the performance of the fund,
the following table shows the compound rate of return,
per annum, over the period. Calculated on a price to
price basis with income reinvested. Please refer to
‘Specific share class performance’ tables for the share
class launch dates.

Share class One Three
year years
%3 % pa
Sterling
Class ‘A’ Income +6.1 +6.0 +4.7 +4.4
Class ‘A" Accumulation +6.1 +6.0 +4.7 +4.4
Class ‘C’ Income +7.0 +6.8 +5.7 +5.6
Class ‘I" Income +6.4 +6.3 +5.1 +5.0
Class ‘I" Accumulation +6.4 +6.3 +5.1 +5.0
Class ‘PP’ Income +6.4 +6.4 n/a n/a
Class ‘PP’ Accumulation +6.4 +6.4 n/a n/a
Class ‘R’ Income +6.3 +6.1 +4.9 +4.8
Class ‘R’ Accumulation  +6.3 +6.1 +4.9 +4.8
Benchmarkb +2.0 +2.7 +4.7 +7.1

2 Not annualised.

P The benchmark prior to 10 December 2019 was a composite index
comprising 2/3 MSCI ACWI Index and 1/3 Bloomberg Barclays Global
Aggregate Index. From 10 December 2019 to 2 February 2021 the
Bloomberg Barclays Global Aggregate Index was changed to the GBP
Hedged version. Thereafter it is the IA Mixed Investment 40-85% Shares
sector.

Specific share class performance

The following comparative tables show the
performance of each share class. All ‘Performance and
charges’ percentages represent an annual rate except
for the ‘Return after operating charges’ which is
calculated as a percentage of the opening net asset
value per share (NAV per share). ‘Dilution adjustments’
are only in respect of direct portfolio transaction costs.

‘Operating charges’ and ‘Direct portfolio transaction
costs’ are calculated as a percentage of average net
asset value. Where there is a change in the charging
structure, you may see variances in the ‘operating
charges’ between the comparative and current year
figures.

The closing NAV per share shown may diverge from the
highest and lowest share prices (used for dealing
purposes) as at the balance sheet date due to
accounting and valuation adjustments.
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Sterling Class ‘A’ Income share

performance
The share class was launched on 1 October 2002.

Sterling Class ‘A’ Accumulation share

performance
The share class was launched on 1 October 2002.

for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UK p UKp UKp Change in NAV per share UKp UKp UKp
Opening NAV 60.11 65.54 5517 Opening NAV 93.11 99.76 83.04
Return before operating 4.41 (3.68) 11.81 Return before operating 6.74 (5.63) 17.79
charges charges
Operating charges (0.67) (0.66) (0.72) Operating charges (1.05) (1.02) (1.07)
Return after operating 3.74 (4.34) 11.09 Return after operating 5.69 (6.65) 16.72
charges charges
Distributions (2.07) (1.09) (0.72) Distributions (2.22) (0.40) (0.01)
Closing NAV 61.78 60.11 65.54 Retained distributions 2.22 0.40 0.01
Direct transaction costs UKp UK p UK p Closing NAV 98.80 93.11 99.76
Costs before dilution 0.01 0.02 0.01 Direct transaction costs UK p UK p UK p
adjustments

Costs before dilution 0.01 0.03 0.01
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.01 0.02 0.01 Dilution adjustments 0.00 0.00 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.03 0.01
Direct portfolio transaction 0.01 0.03 0.02 Performance and charges % % %
costs

Direct portfolio transaction 0.01 0.03 0.02
Operating charges 1.05 1.05 115 costs
Return after charges +6.22 -6.62 +20.10 Operating charges 1.05 1.05 114
Other information Return after charges +6.11 -6.67 +20.13

Closing NAV (£'000) 546,487 579,148 231,814
Number of shares 884,635,517 963,395,031 353,692,321
Highest share price (UK p) 66.05 67.53 66.74
Lowest share price (UK p) 60.40 59.06 55.67
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Other information

Closing NAV (£°000) 45,292 40,558 72,710
Number of shares 45,840,771 43,560,359 72,887,326
Highest share price (UK p) 102.87 102.42 100.95
Lowest share price (UK p) 93.53 90.94 83.80
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Sterling Class ‘C’ Income share
performance

Sterling Class ‘C’ shares are not generally available to all
investors.

The share class was launched on 16 June 2011.

for the year to 31 October 2023 2022 2021
Change in NAV per share UK p UK p UK p
Opening NAV 70.19 75.75 63.05
Return before operating 4.89 (4.36) 13.48
charges

Operating charges 0.00 0.00 0.00
Return after operating 4.89 (4.36) 13.48
charges

Distributions (2.22) (1.20) (0.78)
Closing NAV 72.86 70.19 75.75
Direct transaction costs UK p UK p UK p
Costs before dilution 0.01 0.02 0.01
adjustments

Dilution adjustments 0.00 0.00 0.00
Total direct transaction costs 0.01 0.02 0.01
Performance and charges % % %
Direct portfolio transaction 0.01 0.03 0.02
costs

Operating charges 0.00 0.00 0.00
Return after charges +6.97 -5.76 +21.38

Other information

Closing NAV (£'000) 15,145 13,388 14,839
Number of shares 20,786,341 19,073,434 19,589,991
Highest share price (UK p) 77.36 78.07 77.02
Lowest share price (UK p) 70.53 68.92 63.63
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Sterling Class ‘I’ Income share Sterling Class ‘I’ Accumulation share

performance performance

The share class was launched on 3 August 2012. The share class was launched on 3 August 2012.
for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UK p UKp UKp Change in NAV per share UKp UKp UKp
Opening NAV 1,517.70 1,648.13 1,381.33 Opening NAV 1,874.30 2,000.19 1,657.94
Return before operating 108.63 (92.59) 296.16 Return before operating 132.52 (113.18) 355.84
charges charges
Operating charges (10.48) (10.41) (11.32) Operating charges (13.07) (12.71) (13.59)
Return after operating 98.15 (103.00) 284.84 Return after operating 119.45 (125.89) 342.25
charges charges
Distributions (50.42) (27.43) (18.04) Distributions (49.99) (20.83) (8.17)
Closing NAV 1,565.43 1,517.70 1,648.13 Retained distributions 49.99 20.83 8.17
Direct transaction costs UKp UK p UK p Closing NAV 1,993.75 1,874.30 2,000.19
Costs before dilution 0.17 0.48 0.24 Direct transaction costs UK p UK p UK p
adjustments

Costs before dilution 0.21 0.58 0.29
Dilution adjustments (0.04) (0.04) (0.03) adjustments
Total direct transaction costs 0413 0.44 0.21 Dilution adjustments (0.05) (0.05) (0.04)
Performance and charges % % % Total direct transaction costs 0.16 0.53 0.25
Direct portfolio transaction 0.01 0.03 0.02 Performance and charges % % %
costs
Direct portfolio transaction 0.01 0.03 0.02

Operating charges 0.65 0.65 0.72 costs
Return after charges +6.47 -6.25 +20.62 Operating charges 0.65 0.65 0.72
Other information Return after charges +6.37 -6.29 +20.64

Closing NAV (£000)
Number of shares 3,006,411 2,231,915 2,379,868 Closing NAV (£°000) 62,160 47,907 48,497
Highest share price (UK p) 1,669.65  1,698.30 1,677.35 Number of shares 3,117,716 2,555,995 2,424,609
Lowest share price (UK p) 1,524.85 1,490.84 1,394.09 Highest share price (UK p) 2,076.10 2,053.92 2,022.93
Lowest share price (UK p) 1,882.99 1,830.32 1,673.55
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Sterling Class ‘PP’ Income share

Sterling Class ‘PP’ Accumulation share

performance performance
The share class was launched on 5 August 2019. The share class was launched on 8 April 2019.

for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UK p UK p UKp
Opening NAV 110.26 119.61 100.11 Opening NAV 113.70 121.23 100.34
Return before operating 7.81 (6.75) 2146 Return before operating 797 (6.88) 21.55
charges charges
Operating charges (0.65) (0.63) (0.65) Operating charges (0.67) (0.65) (0.66)
Return after operating 716 (7.38) 20.81 Return after operating 7.30 (7.53) 20.89
charges charges
Distributions (3.58) (1.97) (1.31) Distributions (3.09) (1.37) (0.66)
Closing NAV 113.84 110.26  119.61 Retained distributions 3.09 1.37 0.66
Direct transaction costs UK p V] Q] UK p Closing NAV 121.00 113.70 121.23
Costs before dilution 0.01 0.03 0.02 Direct transaction costs UKp UKp UK p
adjustments

Costs before dilution 0.01 0.04 0.02
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.01 0.03 0.02 Dilution adjustments 0.00 0.00 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.04 0.02
Direct portfolio transaction 0.01 0.03 0.02 Performance and charges % % %
costs

Direct portfolio transaction 0.01 0.03 0.02
Operating charges 0.55 0.55 0.58 costs
Return after charges +6.49 -6.17  +20.79 Operating charges 0.55 0.55 0.58
Other information Return after charges +6.42 -6.21 +20.82

Closing NAV (£'000) 845
Number of shares 741,908
Highest share price (UK p) 121.33
Lowest share price (UK p) 110.78

849
769,696
12825

108.30

48
39,696
121.71

101.04

Other information

Closing NAV (£°000) 953 941 460
Number of shares 787,392 827,215 379,740
Highest share price (UK p) 12598  124.49 122.59
Lowest share price (UK p) 114.24 111.04 101.29
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Sterling Class ‘R’ Income share

Sterling Class ‘R’ Accumulation share

performance performance
The share class was launched on 3 August 2012. The share class was launched on 3 August 2012.

for the year to 31 October 2023 2022 2021 for the year to 31 October 2023 2022 2021
Change in NAV per share UKp UKp UKp Change in NAV per share UKp UKp UKp
Opening NAV 148.67 161.85 135.99 Opening NAV 183.78 196.62 163.39
Return before operating 10.83 (9.08) 29.12 Return before operating 13.26 11.11) 35.03
charges charges
Operating charges (1.42) (1.41) (1.49) Operating charges (1.77) (1.73) (1.80)
Return after operating 9.41 (10.49) 27.63 Return after operating 11.49 (12.84) 33.23
charges charges
Distributions (5.12) (2.69) (1.77) Distributions (4.63) (1.57) (0.34)
Closing NAV 152.96 148.67 161.85 Retained distributions 4.63 1.57 0.34
Direct transaction costs UK p UK p UK p Closing NAV 195.27 183.78 196.62
Costs before dilution 0.02 0.05 0.02 Direct transaction costs UK p UK p UK p
adjustments

Costs before dilution 0.02 0.06 0.03
Dilution adjustments 0.00 0.00 0.00 adjustments
Total direct transaction costs 0.02 0.05 0.02 Dilution adjustments (0.01) 0.00 0.00
Performance and charges % % % Total direct transaction costs 0.01 0.06 0.03
Direct portfolio transaction 0.01 0.03 0.02 Performance and charges % % %
costs

Direct portfolio transaction 0.01 0.03 0.02
Operating charges 0.90 0.90 0.97 costs
Return after charges +6.33 -6.48 +20.32 Operating charges 0.90 0.90 0.97
Other information Return after charges +6.25 -6.53 +20.34

Closing NAV (£'000) 8,195 8,145
Number of shares 5,357,574 5,478,821
Highest share price (UK p) 163.43 166.76
Lowest share price (UK p) 149.36 146.05

8,760
5,412,532
164.78

137.24
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Closing NAV (£°000) 44,441 43,952
Number of shares 22,758,916 23,915,172
Highest share price (UK p) 203.30 201.88
Lowest share price (UK p) 184.63 179.49

46,483
23,641,029
198.93

164.89
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Financial statements

Statement of total return

for the year to 31 October

Income

Net capital gains/(losses) 3 29,646 (62,545)
Revenue 5 26,036 14,295

Expenses 6 (7,831) (8,154)

Interest payable and similar charges 1) (70)

Net revenue/(expense) before taxation 18,204 6,071

Taxation 7 0 (93)

Net revenue/(expense) after taxation 18,204 5,978
Total return before distributions 47,850 (56,567)
Distributions 8 (24,594) (12,879)
Change in net assets attributable to shareholders from 23,256 (69,446)

investment activities

Statement of change in net assets attributable to shareholders

for the year to 31 October

Opening net assets attributable to shareholders 768,762 899,494
Amounts received on issue of shares 79,352 60,834
Amounts paid on cancellation of shares (104,526) (123,256)

(25,174) (62,422)
Dilution adjustments 49 59
Change in net assets attributable to shareholders from 23,256 (69,446)
investment activities (see above)
Retained distributions on Accumulation shares 3,682 1,068
Unclaimed distributions 6 9
Closing net assets attributable to shareholders 770,581 768,762
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Financial statements

Balance sheet

as at 31 October Note 2023 2022
£000 £000

Assets

Fixed assets

Investments 760,930 726,874
Current assets

Debtors 9 736 230
Cash and bank balances 10 25,972 57,639
Total assets 787,638 784,743
Investment liabilities (9,744) (7,047)
Creditors

Distribution payable (6,298) (3,735)
Other creditors 1 (1,015) (5,199)
Total liabilities (17,057) (15,981)
Net assets attributable to shareholders 770,581 768,762
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Notes to the financial statements

1 Accounting policies
The financial statements have been prepared in accordance with the ‘Summary of significant accounting policies’ set
out on pages 9 to 12.

2 Distribution policy
In determining the amount available for distribution to Income shares, the annual charge is offset against capital,
increasing the amount available for distribution whilst restraining capital performance to an equivalent extent.

3 Net capital gains/(losses)

for the year to 31 October 2023 2022
£000 £000
Non-derivative securities 17,039 (42,884)
Derivative contracts 11,087 (20,781)
Currency gains/(losses) 616 88
Management charge rebates taken to capital 528 842
Rebate of ongoing charges from underlying funds taken to capital 376 190
Net capital gains/(losses) 29,646 (62,545)

Includes realised gains of £17,460,000 and unrealised gains of £11,282,000 (2022: realised gains of £36,648,000 and unrealised losses of £100,225,000).
Certain realised gains and losses in the current year were unrealised in the prior year.
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4 Portfolio transactions and associated costs

The following tables show portfolio transactions and their associated transaction costs. For more information about
the nature of the costs please see the sections on ‘Operating charges’ and ‘Portfolio transaction costs’ within ‘Notes
to the financial statements’ on pages 11 and 12. Total direct portfolio transaction costs are stated before dilution
adjustments. Please refer to the ‘Financial highlights’ section for the effect of dilution adjustments.

for the year to 31 October % of % of

transaction transaction

a) Purchases

Equities

Equities before transaction costs 0 21,273

Commissions 0 0.00 4 0.02
Equities after transaction costs (0] 21,277

Debt securities 353,818 665,161

Collective investment schemes

Collective investment schemes 96,978 539,921
before transaction costs
Commissions 27 0.03 M 0.02
Collective investment schemes after transaction 97,005 540,032
costs
Total purchases after transaction costs 450,823 1,226,470
b) Sales
Equities
Equities before transaction costs 0 19,764
Commissions 0 0.00 (4) 0.02
Equities after transaction costs (o] 19,760
Debt securities 292,931 892,405

Collective investment schemes

Collective investment schemes 150,206 336,343
before transaction costs
Commissions (45) 0.03 (89) 0.03
Collective investment schemes after transaction 150,161 336,254
costs
Total sales after transaction costs 443,092 1,248,419
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2023 % of 2022 % of
£°000 average NAV £°000 average NAV
c) Direct portfolio transaction costs
Commissions paid
Equities 0 0.00 8 0.00
Collective investment schemes 72 0.01 200 0.02
Derivatives 6 0.00 17 0.00
Total commissions paid 78 0.01 225 0.02
Taxes paid
Derivatives 8 0.00 22 0.01
Total direct portfolio transaction costs 86 0.01 247 0.03
% %
d) Indirect portfolio transaction costs
Average portfolio dealing spread
as at the balance sheet date 0.07 0.07

5 Revenue

for the year to 31 October

Bank interest 159 45
Derivative revenue 90 400
Distributions from collective investment schemes: non-taxable 14,863 9,437
Distributions from collective investment schemes: taxable 2,725 857
Dividends from equity investments: non-taxable 21 538
Interest on debt securities 7,632 2,374
Management charge rebates 0 40
Rebate of ongoing charges from underlying funds 546 604
Total revenue 26,036 14,295
6 Expenses

for the year to 31 October

Payable to the ACD or associate

Annual charge 7,831 8,154

Total expenses 7,831 8,154

Audit fees for the financial year ending 2023 were £12,000 (2022: £12,000) (including VAT), which are covered by the annual charge.
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7 Taxation

for the year to 31 October 2023 2022
£000 £000
a) Analysis of charge in the year
Corporation tax 0 0
Withholding tax 0 93
Deferred tax (note 7c) 0 0
Total taxation (o] 93
b) Factors affecting taxation charge for the year
Net revenue/(expense) before taxation 18,204 6,071
Corporation tax at 20% 3,641 1,214
Effects of:
Tax on management charge rebates taken to capital 181 207
Distributions from collective investment schemes: non-taxable (2,977) (1,995)
Current year expenses not utilised (845) 584
Withholding tax 0 93
Withholding tax expensed 0 (10)
Total tax charge (note 7a) (o] 93
c) Provision for deferred taxation
Provision at the start of the year 0 0
Deferred tax in profit and loss account (note 7a) 0 0
(o} 0

Provision at the end of the year

The fund has not recognised a deferred tax asset of £5,642,000 (2022: £6,487,000) arising as a result of having excess management expenses. We do not

expect this asset to be utilised in the foreseeable future.
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8 Distributions
For each distribution period, the distributions payable on Income shares (Inc) and distributions retained on
Accumulation shares (Acc) are disclosed.

for the year to 31 October 2022
Inc Inc Acc

Dividend distributions £000 £000 £000

First interim 1,846 95 4,058 382

Second interim 2,420 247 1,323 18

Third interim 10,220 2,152 2,591 185

Final 6,298 1,188 3,735 483

Total net distributions 24,466 12,775

Income deducted on cancellation of shares 505 1,326

Income received on issue of shares 377) (1,222)
Distributions 24,594 12,879

Net revenue/(expense) per statement of total return 18,204 5,978

Expenses offset against capital 6,551 6,914

Sharing of relief between classes (162) (13)
Undistributed income brought forward 1 1

Undistributed income carried forward 0 1)
Distributions 24,594 12,879

9 Debtors

as at 31 October

Amounts receivable on issues of shares 101 104
Debt security interest receivable 580 0
Derivative revenue receivable 0 58
Management charge rebates due 18 24
Rebate of ongoing charges from underlying funds 37 44
Total debtors 736 230

10 Cash and bank balances

as at 31 October 2023 2022

£'000 £000
Amounts held at futures clearing houses and collateral manager 16,034 8,628
Cash held as bank balances 9,938 49,011
Total cash and bank balances 25,972 57,639

Annual report and audited financial statements « October 2023 61



M&G Episode Growth Fund

Financial statements and notes

11 Other creditors

as at 31 October 2023 2022

£000 £000
Amounts payable on cancellation of shares 707 555
Annual charge payable 308 287
Purchases awaiting settlement 0 4,357
Total other creditors 1,015 5,199

12 Contingent assets, liabilities and outstanding commitments
There were no contingent assets, liabilities or outstanding commitments at the balance sheet date (2022: same).

13 Shares inissue
The following table shows each class of share in issue during the year. Each share class has the same rights on
winding up however they may have different charging structures as set out in note 14.

Share class Opening Movements Closing
01.11.22 Issued Cancelled Converted 31.10.23
Sterling
Class ‘A’ Income 963,395,031 18,551,053 (97,310,567) 0 884,635,517
Class ‘A" Accumulation 43,560,359 30,829,722 (28,549,310) 0 45,840,771
Class ‘C’ Income 19,073,434 3,477,556 (1,764,649) 0 20,786,341
Class ‘I' Income 2,231,915 978,836 (204,340) 0 3,006,411
Class ‘I' Accumulation 2,555,995 768,487 (206,766) 0 3,117,716
Class ‘PP’ Income 769,696 85,000 (112,788) 0 741,908
Class ‘PP’ Accumulation 827,215 222,000 (261,823) 0 787,392
Class ‘R’ Income 5,478,821 602,657 (723,904) 0 5,357,574
Class ‘R’ Accumulation 23,915,172 745,657 (1,901,913) 0 22,758,916

It is not possible to separately identify all share class conversions. As a result, the share class movements (issued/cancelled) as disclosed in the table above
may also include share class conversions.
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14 Charging structure

The table below sets out the charging structure for each class of share. The charging structure is the same for both
Income and Accumulation shares of each class. The amounts shown are the maximum annual charge. M&G will apply
a discount of 0.02% for every £1 billion of a fund’s net asset value. This is assessed quarterly and implemented on a
forward basis no later than 13 business days after quarter end.

Share class Annual

charge
%

Sterling

Class ‘A’ 1.05
Class ‘C’ 0.00
Class ‘I’ 0.65
Class ‘PP’ 0.55
Class ‘R’ 0.90

15 Related parties

M&G Securities Limited, as Authorised Corporate Director (ACD), is a related party and acts as principal on all the
transactions of shares in the fund except with in specie transactions, where M&G Securities Limited acts as an agent.
The aggregate monies received through issues, and paid on cancellations, are disclosed in the ‘Statement of change
in net assets attributable to shareholders’ and note 8. Amounts due to/from M&G Securities Limited in respect of
share transactions at the year end are disclosed in notes 9 and 11 where applicable.

Amounts paid to M&G Securities Limited in respect of the annual charge are disclosed in note 6. Amounts due at the
year end in respect of the annual charge are disclosed in note 11.

Amounts paid to M&G Securities Limited in respect of rebate arrangements for the annual charge are disclosed in
notes 3 and 5. Amounts due at the year end from the ACD, and/or associate, in respect of these rebates are
disclosed in note 9.

During the year, there were transactions in shares in related parties of M&G Securities Limited with a total value of
£nil (2022: £43,460,000).

At the balance sheet date, the fund held shares in related parties of M&G Securities Limited with a value of
£39,944,000 (2022: £39,293,000).

At the balance sheet date, shareholders from within M&G plc, of which M&G Securities Limited is a wholly owned
subsidiary, have holdings totalling 10.81% (2022: 10.60%) of the fund’s shares.

16 Fair value analysis
Financial instruments have been measured at their fair value and have been classified below using a hierarchy that
reflects the significance of the inputs used in measuring their fair value:

Level 1: Unadjusted quoted price in an active market for an identical instrument
This includes instruments such as publicly traded equities, highly liquid bonds (eg Government bonds) and exchange
traded derivatives (eg futures) for which quoted prices are readily and regularly available.
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Level 2: Valuation technique using observable market data

This includes instruments such as over-the-counter (OTC) derivatives, debt securities, convertible bonds,
mortgage-backed securities, asset-backed securities and open-ended funds which have been valued using models
with observable market data inputs.

Level 3: Valuation technique using unobservable inputs

This refers to instruments which have been valued using models with unobservable data inputs. This includes single
broker-priced instruments, suspended/unquoted securities, private equity, unlisted closed-ended funds and
open-ended funds with restrictions on redemption rights.

as at 31 October Assets Liabilities Assets Liabilities

2023 2023 2022 2022

Basis of valuation £°000 £°000 £°000 £'000
Level 1 678,370 (9,412) 687,455 (6,630)
Level 2 82,560 (332) 39,419 (417)

Level 3 0 0 0 0
760,930 (9,744) 726,874 (7,047)

17 Risk management policies
The general risk management policies for the fund are set out in note 3 to the financial statements on pages 12 to 14.

18 Market risk sensitivity and exposure
VaR is the risk measurement methodology used to assess the fund’s leverage and market risk volatility. When VaR is
calculated as a percentage of the net asset value it may not be greater than the VaR limit set for the fund.

The VaR limit set during the financial year to 31 October 2023 was 20% (2022: 20%).

The lowest, highest and average VaR, as well as utilisation of VaR with reference to the limit above, are calculated
during the financial years ended 31 October 2023 and 31 October 2022.

for the year to 31 October 2023 2023 2022 2022
% of VaR Utilisation % of VaR Utilisation

of VaR of VaR

20% 20%

Lowest 5.02 25.10 3.45 17.25
Highest 6.40 32.00 6.82 34.10
Average 5.77 28.85 5.88 29.40
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19 Creditrisk

The fund is exposed to credit risk both through the credit quality of the investments it holds and through the
derivative positions with counterparties. The table below shows the credit quality of the investments held in the
portfolio.

as at 31 October 2023 2022

£000 £000
Investment grade securities 128,448 109,130
Below investment grade securities 41,787 0
Other investments 580,951 610,987
Total 751,186 719,827

The tables below show the exposure to counterparties. Collateral is posted daily, in the form of cash or high-quality
government bonds, to minimise this exposure.

as at 31 October 2023 Forward
currency

contracts Futures
£000 £000

Bank of America Merrill Lynch 0 (8,926)
Barclays Bank 72 0
Citigroup 199 0
Goldman Sachs 7 0
JPMorgan 262 0
State Street Bank 172 0
UBS (215) 0
Total 497 (8,926)

as at 31 October 2022 Forward
currency

contracts Futures
£000 £'000

Bank of America Merrill Lynch 0 (6,630)
JPMorgan (268) 0
Standard Chartered Bank 2 0
State Street Bank 21 0
Total (291) (6,630)

20 Leverage risk
Funds using VaR approaches are required to disclose the level of leverage employed during the financial reporting
period.

Derivatives can be used by the fund to generate market exposure to investments exceeding the net asset value. As a
result of this exposure, the size of any positive or negative movement in markets may have a more significant effect
on the net asset value of the fund.
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The lowest, highest and average level of leverage employed and utilisation of the leverage level calculated during the
financial years ended 31 October 2023 and 31 October 2022 are disclosed in the table below. Leverage has been
calculated using the Gross Sum of Notional Approach for derivative positions only (including forward currency
contracts) and excludes all physical holdings. Percentages are expressed with reference to fund valuation.

for the year to 31 October 2023 2023 2022 2022

£000 % £000 %
Lowest 993,787 126.00 754,623 122.00
Highest 1,691,798 207.00 930,829 268.00
Average 1,140,377 141.21 825,389 157.99

21 Dividend distribution tables
This fund pays quarterly ordinary distributions and the following table sets out the distribution periods.

Quarterly distribution periods

Start End Xd Payment
First interim 01.11.22 31.01.23 01.02.23 31.03.23
Second interim 01.02.23 30.04.23 02.05.23 30.06.23
Third interim 01.05.23 31.07.23 01.08.23 30.09.23
Final 01.08.23 31.10.23 01.11.23 31.12.23

The following tables set out for each distribution the rates per share for bo