
It’s always a good idea to know where your money is invested. 
So, if you’ve wanted to know more about PruFund, or if recent 
market activity has made you more interested in PruFund, this 
market overview is for you.

A closer look at PruFund:  
your quarterly market overview  
for January – March 2023

For more information about your investments or about PruFund, please speak to 
your adviser. They will be familiar with your situation and be able to discuss your 
investments in detail. Please also bear in mind that the value of your investments 
can rise as well as fall, and you might not get back the amount you invested.

Let’s get started
As your adviser will have explained when 
you first invested, PruFund contains different 
types of assets such as shares, bonds, 
property and alternatives. Along with cash, 
these are the building blocks of PruFund.

In this market overview, you’ll learn about 
these different types of assets. You’ll also 
receive a general summary of how each 
type of asset has performed up to the end 
of March 2023.

To learn more about how PruFunds 
navigate choppy markets and aim to 
deliver over the long term, you may want 
to visit our website. Please follow this link: 
PruFund: Risk Managed Investments | 
Prudential (mandg.com)

Please be aware that the views 
expressed here should not be taken as a 
recommendation, advice, or forecast.

Pru 
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Taking a closer look at shares

Get to know: shares
When PruFund buys shares, it’s as if we’re 
buying pieces of the companies that we invest 
in. Presently, PruFund owns shares in more 
than 2,000 different companies from around 
the world, including the UK, Europe, the United 
States and Asia.

We buy shares across many different types 
of businesses to spread risk and provide more 
potential opportunities. 

By investing across a large number of 
companies, only a small part of PruFund is in 
any one company. This means that if the share 
price of an individual company falls, the overall 
impact on PruFund is generally small.

Market overview: shares
Most of the world’s stock markets performed well in the first quarter of 2023. This strong performance 
came despite considerable volatility, especially in March, when the collapse of two large regional United 
States banks raised fears of a large-scale banking crisis.

Otherwise, the main themes in the equity market (also known as shares) were familiar: high inflation and 
rising interest rates and the threat these pose. But investors were increasingly optimistic that high interest 
rates would soon come to an end – notably in the US, given fears of an economic recession there. However, 
over the quarter, the Federal Reserve raised interest rates twice and the Bank of England raised rates 
as well. 

The US stock market performed well, although a stronger pound reduced returns for UK-based investors. 
As investors anticipate an end to the rise in US interest rates, the value of the US dollar has weakened, 
reversing the recent trend.

The UK FTSE 100 did well over the quarter, though it lagged behind both Europe and the US markets. 
Stronger than expected consumer spending helped the UK economy to avoid recession. On 15 March, 
Chancellor Jeremy Hunt announced the Spring Budget with a focus on growth and getting people back to 
work. Some key changes were pension reforms, increased childcare funding, welfare reforms, an extension 
of the energy price cap, and incentives for business investment.

After falling in January, inflation in the UK rose again in February, with food inflation at the highest level ever 
recorded – largely as a result of bad weather, which led to fruit and vegetable shortages. There was some 
positive political news as Rishi Sunak reached a deal with the European Union over the trading status of 
Northern Ireland.



Despite the ongoing war in Ukraine, European shares performed well in the first quarter. Although inflation 
remained high in the euro area, it fell to its lowest level in a year in March. Falling energy prices contributed 
to a sense of optimism, and the apparently successful containment of the Credit Suisse crisis was a 
further positive. 

The Japanese stock market also produced positive returns. Inflation remains a problem in Japan, but is still 
significantly lower than in Western countries. Other Asian markets also generally delivered positive returns, 
and investors were encouraged by China’s reopening after the abandonment of its zero-Covid policy.

Overall, shares produced positive returns in the first quarter of 2023. This will have increased the returns 
from some PruFunds, depending on the amount of investment they have in shares. Please remember 
that with any investment, the value of your investment can go down as well as up, and there’s always the 
potential to lose money.

Market overview: shares (continued)
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Get to know: corporate bonds 
A bond asset is different to an investment bond you 
might invest in, and is a loan, usually to a company or a 
government. The majority of bonds that PruFund invests 
in are corporate bonds – loans to companies.

Corporate bonds can help companies raise money to 
finance new business opportunities. Companies repay 
bonds at a fixed interest rate over a given time period, so 
bonds are sometimes called ‘fixed-interest’ investments. 
It’s not so different to borrowing money for a car or a 
mortgage, and repaying it on a schedule.

The benefit of investing in bonds is that they have 
the potential to provide a steady income. They’re also 
generally less likely than shares to rise and fall in value 
rapidly over a short period of time.

PruFund invests in corporate bonds in countries through 
Europe, North America, South America, Asia and Africa. 
By investing in bonds from companies in many different 
countries, we’re aiming to achieve good returns by 
spreading investments. But there’s no certainty, and 
there’s still the potential to lose money.

Taking a closer look at corporate bonds

Market overview: corporate bonds
The prices of most government bonds rose in the first quarter, which meant that their yields 
fell. As in the equity markets, there was a considerable amount of volatility in bond prices over 
the three months. The turmoil in the financial sector in the US and Europe heightened fears of a 
recession, which made investors look to the relative safety of government bonds. 

During the quarter, central banks in many developed countries continued to raise interest rates 
to fight inflation. Rising interest rates make bank deposits more attractive because investors can 
earn more interest without taking significant risks. 

In the first quarter, investment-grade corporate bonds generally produced positive returns 
and outperformed government bonds by a modest margin, as investors looked to lock in the 
higher yields that corporate bonds offer. To a large extent, corporate bonds reflect movements 
in government bonds, although the former are seen as somewhat riskier. High-yield (and 
higher-risk) bonds also delivered positive returns, although their performance was less strong 
than that of government and investment-grade bonds. The companies that issue high-yield 
bonds are seen as more likely to default on their payments to investors, especially during 
recessionary periods.

Because our investment in bonds is so large and spread out across many countries, whatever 
happens in the world will be felt in our bond investments, whether for good or bad.



Taking a closer look at property

Get to know: property 
PruFund invests in many commercial  
properties across the UK, United States, Europe 
and Asia. Among these properties are offices, 
shops, retail parks, warehouses and industrial 
units. We invest primarily in commercial 
properties, because they offer an attractive and 
generally steady income and the potential for 
some growth in the value of each property.

Market overview: property
The performance for the UK commercial property market was mixed in this quarter. Retail was the strongest 
area of the property market over the quarter and within this category, retail warehousing had the strongest 
performance. This area of the market has benefited from the rise of internet shopping, which accelerated 
during the pandemic, as retail warehouses form part of the logistics chain for delivering orders made online. 
They also benefit from ‘hybrid’ models of shopping such as ‘click and collect’, whereby people order online 
but collect in store. Returns from standard shops and shopping centres were more subdued but still positive 
overall, reflecting stronger consumer confidence in the UK.

The returns from industrial property showed signs of improvement this quarter. Although capital values 
were unchanged over the period, total returns were positive. 

However, the office sector remains under pressure from the changes to working patterns that took place 
during the Covid pandemic. Many workers either continue to work from home or have adopted a ‘hybrid’ 
model that combines home and office work. Although office occupancy rates have recovered from the lows 
of 2020, they still haven’t risen to pre-pandemic levels. Capital values have fallen most outside London, 
which is better news for PruFunds as several of its key office assets are in the City/Central London.



Taking a closer look at alternatives

Market overview: alternatives
The number of private-equity deals continued to fall in the opening months 
of 2023. With increased interest rates, borrowing money has become more 
expensive so investors are increasingly cautious, and this has reduced the 
activity in this area of the market.

Hedge funds generally made a strong start to 2023, but the performance of 
different categories of hedge fund varied. 

We have spoken previously about aircraft-leasing companies which have 
had many challenges, but continued to perform well in the first quarter. A 
shortage of aircraft and growing passenger demand have allowed lessors to 
increase their rates. The industry was badly affected by Russia’s invasion of 
Ukraine, which led to all European plane-leasing companies terminating their 
agreements with Russian airlines and facing the seizure of their planes. But 
since then, these companies have benefited from renewed demand for air travel 
as Covid restrictions have been lifted around the world and interest in travel 
has resumed. 

Investments in renewable energy and telecommunications continue to benefit 
from many governments’ plans to ‘build back better’ after Covid. Clean energy 
is an important focus of many of the economic stimulus packages being 
implemented around the world – as is improved broadband infrastructure. The 
war in Ukraine and the curtailment of gas supplies from Russia have added 
impetus to the shift to clean energy.

Get to know: alternatives
As the name ‘alternatives’ suggests, these aren’t your ‘run of the 
mill’ shares or bonds. Although only a relatively small portion of PruFund 
is invested in alternatives, alternatives are some of the most interesting 
investments in the PruFund portfolio.

PruFund invests hundreds of millions of pounds in alternatives on your 
behalf. Because investments in alternatives can perform differently to 
what’s happening in the wider economy, they offer another way to help 
spread out the risk of investing.

Alternatives can be very complex, but for PruFund there are three 
main types:

Private Equity investments: These are investments composed of shares  
in companies that are not publicly traded on financial markets.

Real Assets and Infrastructure investments: These are investments into 
physical assets that provide services to businesses, regions, or countries. 
Some of our investments in real assets are in transportation and agriculture, 
whilst some investments in infrastructure are in communication networks, 
energy and water.

Diversifying Strategies and Hedge Funds: These are investments that 
can behave in very different ways to the other asset classes and offer 
diversification benefits to our investors. Music royalties and pharmaceutical 
royalties are examples of our Diversifying Strategies investments, whilst 
hedge funds are specialist investment partnerships that can make money  
in positive and negative markets.



If you’d like to learn more about PruFund
We hope that you’ve found this market overview interesting and helpful. For further  
information about PruFund, you may want to visit the PruFund webpage using this link:  
PruFund | Smoothed Investment Funds | Prudential (mandg.com)

To learn more about PruFund, you may also want to watch the video explaining where PruFunds invests, 
which can be found here: PruFund: Risk Managed Investments | Prudential (mandg.com)

Please remember that if you have additional questions, it’s always best to speak to your adviser. Your 
adviser will have a complete view of your situation and be able to answer questions with your financial 
goals in mind.

The views expressed here should not be taken as a recommendation, advice, or forecast. 
Please also bear in mind that the value of your investments can rise as well as fall, and you may  
get less back than what you invest.
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‘Prudential’ is a trading name of Prudential Distribution Limited. Prudential Distribution Limited is registered in Scotland. Registered office at 5 Central Way, Kildean Business Park, Stirling FK8 1FT. Registered number 
SC212640. Authorised and regulated by the Financial Conduct Authority.
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