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FUND OBJECTIVE:
The Fund’s objective is to provide investors
with capital growth over the long-term by
investing in a diversified portfolio of global
assets.

PRUDENTIAL GLOBAL BALANCED FUND
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QUARTERLY COMMENTARY
ANNUALISED PERFORMANCE
OVERVIEW
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Inception
The
quarter of 2018 saw a sharp escalation in the trade war
Inception date B Class: 31 July 2017
between
the US and China, in addition to still-strong US growth,
rising US interest rates, a strengthening US dollar and financial
crises in Turkey and Argentina. The result: stronger equity markets
in developed economies but heightened investor risk aversion that
impacted particularly negatively on emerging markets. Developed
equity markets ended the quarter returning 5.1% in US dollars, while
emerging equity markets delivered -1.1%. In South Africa, negative
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Global bonds lost 0.9% (in US$) during the quarter, largely on the
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the budget deficit. The yield on the benchmark 10-year US Treasury
bond ended the quarter at 3.05% from 2.9% at the end of Q2.
As widely expected, the US Federal Reserve hiked interest rates by
25bps at its September FOMC meeting, while also upping its 2018
growth outlook to 3.1%. The Fed also removed its policy description
TOP
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Fed Chairman
Jerome
Powell’s post-FOMC comments
that he didn’t expect a near-term recession further boosted the US
dollar and US stocks late in the quarter.
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led economy is impacted by worsening
conditions,
4.0% global trade6.7%

the expansion is forecast to lose steam gradually as Japan’s exportdespite the central bank’s supportive policies. The Nikkei 225 Index
returned 6.3% (in US$) in Q3, reaching 27-year highs. In China, Q2
GDP growth came in at 6.7% (q/q annualised), as expected, slightly
down on the 6.8% reported for Q1 due to slower industrial output
and business fixed investment. Business confidence is being hit by
growing concerns over the widening impact of US tariffs on Chinese
exports, the full extent of which is set to be felt later in the year and
ASSET
is
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to exacerbate the slowdown. Chinese stocks were weaker
Equity
72.8%
as a consequence.
Bonds
17.9%
Cash
4.9%
Emerging markets (EMs) in general experienced capital outflows
Property
4.4%

during the quarter, with bonds hit particularly hard. Financial crises in
Turkey and Argentina in late August and early September worsened
already-poor investor sentiment, with the contagion effect spreading
across most EMs. For the quarter the MSCI Turkey lost 20.5% (in
US$), despite returning 20.6% in September, and the central bank
was forced to hike interest rates by nearly 7.0% to 24% to protect a
plunging lira. The MSCI China returned -7.4% and the MSCI South
Africa delivered -7.2%, while MSCI Russia returned 6.6% and Brazil’s
Bovespa 5.0% (all in US$).

PERFORMANCE
The fund returned 1.7% (net of fees) for the quarter, versus 2.6% from
its benchmark (65% MSCI All Country World Index, 5% FTSE EPRA/
NAREIT Global REIT Index, 25% Bloomberg Barclays Global Aggregate
Bond Index and 5% USD 1m LIBOR). For the 12 months ending 30
September 2018, in US dollar terms the fund returned 3.3% (net of
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500 returned 7.7%, the Nasdaq 8.6% and Dow Jones Industrial 30
Index 9.6% (all in US$), although September returns were much more
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STRATEGY AND POSITIONING
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In our global portfolios we remain underweight global
bonds and
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global cash, and overweight global equities, with the latter
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prices and slower consumer spending, while August CPI decelerated
to 2.0% y/y from 2.1% in July, softer than expected. The European
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Dow Jones Eurostoxx 50 returned -0.2% (in US$) for the quarter.
Benchmark
Meanwhile, UK growth picked up slightly to 1.3% (q/q annualised)
from 1.2%
in the previous quarter, and the Bank of England surprised
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by hiking its interest rate by 25bps in August - the first time since the
Financial Crisis. This was on the back of a strong labour market and
credit growth, and despite worsening uncertainty over the outcome of
Brexit as the government faces heightened internal party conflict and
100
a renewed stalemate with the EU. The UK’s FTSE 100 Index returned
-1.8% (in US$) for the quarter.

2018

After contracting by a revised 0.9% (q/q annualised) in Q1 2018,
90 economy rebounded to 1.9% growth in Q2, beating
the Japanese
expectations of 1.4%. Apart from some once-off factors dampening
Q1 growth, the rebound was attributed to a pickup in consumer
spending amid a tight labour market and rising real incomes. However,

Estimated transaction costs may include Bond, Money Market, and FX costs (where

to bonds, and much higher potential returns over the medium term.
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Class
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ID
(and high valuations) historically, and remain at risk to rising interest
rates globally. We remain underweight global sovereign bonds and
underweight duration to reduce interest rate risk, preferring to hold
investment-grade US and European corporate bonds.
For global equities, gains in the US pushed valuations to higher levels

Sources: Prudential, Morningstar & Bloomberg

there as we maintained our underweight in that market. Other
developed
$ 107.88

markets like Germany and Japan remained broadly attractive, however,
$ 104.66

and valuation disparities between developed and EMs widened further
in Q3. Broad EM selling made many even more attractive compared to
markets like the US. We continue to prefer the global banking sector,
which has underperformed the broader market, as well as certain
developed markets where equities are undervalued but fundamentals
for earnings growth remain positive, including Germany and Japan,
and selected EMs such as South Korea, Indonesia and China. These
overweight positions are financed primarily by an underweight in
global bonds, as well as US equities to a lesser extent.
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ASSET ALLOCATION

INVESTOR PROFILE:
Investors seeking
long-term
capital growth
GLOBAL
MULTI-ASSET
from a diversified portfolio of global assets.
The recommended investment horizon is 5
years or longer.
RISK/RETURN PROFILE:
INVESTMENT MANDATE:
GLOBAL
The Fund aims to achieve
its objective by
BALANCED
FUND
investing across a diversified
portfolio of
global assets. This includes exposure to
equity securities (including property), cash,
bonds, currencies and commodities. The
Fund may invest up to 75% in equity
securities (excluding property) and up to
LOW
MED
HIGH
25% in property securities. The Fund may
VOLATILITY
invest in other RETURN
collective
investment schemes
and in financial derivative instruments.
INVESTMENT MANAGER:
M&G
Investment
Management Limited (UK)
INVESTMENT
MANAGER:

EXPECTED RETURN

$ 100 Initial In

$ 104.66

M&G Investment Management Limited (UK)
FUND MANAGERS:
Marc Beckenstrater and Craig Simpson
FUND MANAGERS:
MORNINGSTAR
CATEGORY:
Marc Beckenstrater
and Craig Simpson
Flexible Allocation
MORNINGSTAR CATEGORY:
BENCHMARK:
Flexible Allocation
65% MSCI All Country World Index TR (Net),
5% FTSE EPRA/NAREIT Global REIT Index,
BENCHMARK:
25% Bloomberg Barclays Global Aggregate
65% MSCI All Country World Index TR (Net),
Bond
Index,
5% USD 1m
LIBORREIT Index,
5% FTSE
EPRA/NAREIT
Global
25% Bloomberg Barclays Global Aggregate
INCEPTION
Bond Index, DATE:
5% USD 1m LIBOR
19 June 2017
INCEPTION DATE:
CURRENCY:
19 June 2017
US Dollar
FUND SIZE:
R96
30.7370
million
USD 618

CURRENCY:
US Dollar
SHARE TYPE:
Accumulation
DOMICILE:
Ireland

GLOBAL MULTI ASSET

DISCLAIMER
The Depositary details are: State Street Custodial Services
(Ireland) Limited. 78 Sir John Rogerson’s Quay, Dublin 2, Ireland.
The information does not constitute financial advice as contemplated
in terms of the Financial Advisory and Intermediary Services Act
RISK/RETURN
PROFILE
of
South Africa. The use
or reliance on this information is at the
users own risk. Independent professional financial advice should
always be sought before making an investment decision. The
Prudential Global Funds ICAV full prospectus and the underlying
Fund’s supplement is available free of charge from the ICAV or at
www.prudential.co.za. Any offering is made only pursuant to the
relevant offering document, together with the current financial
statements of the relevant fund, the statement of similarities and
differences and the relevant subscription application forms, all of
which must be read in their entirety together with the prospectus and
supplements. No offer to purchase will be made or accepted prior
to receipt by the offeree of these documents, and the completion
of all appropriate documentation. Collective Investment Schemes
Portfolios are generally medium-to long-term investments. Past
performance is not necessarily a guide to future investment
performance. The Fund’s prices are calculated on a net asset value
basis, which is the total market value of all assets in the portfolio
including any income accruals and less any deductible expenses
such as audit fees, brokerage and service fees, and is traded at the
ruling forward price of the day. The Fund may borrow up to 10%
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tax regimes between the domestic and foreign tax jurisdictions.
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securities (excluding property) and up to
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