M&G Global Basics Fund

Performance update

It is noteworthy that the performance of the M&G
Global Basics Fund has in recent days been weak,
particularly on Thursday 3 July 2008, when the fund
underperformed an already extremely weak market.
To put this into perspective, this recent decline comes
on the back of a long period when the fund’s
performance has been phenomenally strong, even
against a backdrop of very difficult financial markets so
far this year. Such short-term corrections in the market
and in the fund are to be expected as investors take
profits and react to news in the marketplace.

Fund manager Graham French’s investment approach
remains consistent, as it has been throughout the
history of the fund, that is, to invest in well-managed
companies with undervalued assets across a range of
‘basic’ industries supported by powerful thematic
tailwinds.

A number of the fund’'s holdings suffered sharp
declines as investors succumbed to concerns about
the strength of the global economy and took profits in
economically sensitive areas following strong runs in
recent months. The two main negative impacts on
fund performance have been the share-price
performance of French miner Eramet and the
underperformance of the fund’s coal holdings following
a correction in the coal price.

The share price of French nickel and manganese
producer Eramet, the largest holding in the fund, has
come off its recent highs, partly due to profit taking but
also due to rumours on Wednesday that the Duval
family, who are the company’s main shareholders, are
reducing their stake — a rumour since denied by the
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company. Eramet formed almost 7% of the fund
before the share price decline and now forms roughly
6% as at 4 July 2008. Graham has been taking profits
from the position in Eramet for some time. The
company still constitutes a significant part of the
portfolio, so substantial moves in the share price will
still have a significant impact on the performance of
the M&G Global Basics Fund.

Coal producers Peabody Energy (2.5% of the fund),
Consol Energy (2.5%) and Centennial Coal (1.1%)*
have all declined sharply this weak following a sharp fall
in the coal price. Coal is a commodity that has enjoyed
an extraordinarily strong run based on growing global
energy demand and constraints on the supply side. This
recent correction, in our view, represents the kind of
short-term volatility that is commonplace in the price
behaviour of any commodity, especially following
substantial price appreciation and when there is
uncertainty about the economic outlook. It does not
detract from the structurally strong long-term case for
coal as an alternative energy source to oil, and
specifically, the fund’s investments in a number of well-
managed coal producers.

Other metal/mining-related holdings to have suffered in
the past week include platinum miner Lonmin, metal
recyclers Sims Group and Schnitzer Steel and
commodities supply chain Noble. The fund’s construction
related holdings in Wienerberger and Imerys have also
been hurt by their perceived cyclicality.
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Supplied for your use only, not for onward distribution to any other person or entity. This document is designed for investment professionals’ use only. M&G Investment Funds (1) is an open-
ended investment company with variable capital, incorporated in England and Wales under registered number IC 000110 and authorised by the Financial Services Authority with effect from 6 June 2001.
The Fund has been certified as UCITS (Undertaking for Collective Investment in Transferable Securities) in accordance with the Counsel Directive of 20/12/85 (Directive 85/611/EEC as amended). The
Fund is registered for public distribution in Germany in accordance with Sec 132 of the Investment Act, in Austria in accordance with Sec. 36 Investment Fund Act and in Luxembourg under Chapter 7, Part |
of the law of 20th December 2002, as amended. In Italy the Fund is registered for public distribution under Art. 42 Legislative decree No. 58/1998. The Fund is registered for public distribution in France
pursuant to an authorisation granted by the AMF on 4 September 2007. In Spain the Fund is registered for public distribution under Art. 15 of Act 35/2003 on Collective Investment Schemes, reg. no 390.
The following sub-funds only are registered for sale in Switzerland: M&G American, M&G Global Basics, M&G Global Leaders, M&G European, M&G Pan European, M&G European Smaller Companies,
M&G International Growth, M&G Japan Fund, M&G Japan Smaller Companies, M&G North American Value and M&G Asian. Neither the Authorised Corporate Director (ACD) nor the single sub-funds are
subject to the supervision of a German, Austrian, Luxembourg, ltalian, Spanish, French, Swiss or supervisory authority. This information is not an offer or solicitation of an offer for the purchase of investment
shares in one of the Funds referred to herein. Purchases of a Fund should be based on the current prospectus. This prospectus, simplified prospectus, annual report and subsequent semi-annual report, are
available free of charge from the ACD: M&G Securities Limited, Laurence Pountney Hill, London, EC4R OHH, GB, or one of the following: M&G Intemational Investments Ltd., Niederlassung Deutschland,
Joachimstaler Strae 10-12, D-10719 Berlin, M&G Intemational Investments Limited, 90 avenue des Champs Elysées, F-75008 Paris, J.P. Morgan AG, Junghofstr 14, D-60311 Frankfurt am Main,
Raiffeisen Zentralbank Osterreich AG, Am Stadtpark 9, A-1030 Wien, J.P. Morgan Bank Luxembourg S.A., 5 Rue Plaetis, L-2338 Luxembourg, Cassa Centrale Raiffeisen dell’Alto Adige S.p.A, via Laurin 1,
1-39100 Bolzano, First Independent Fund Services, Klausstrasse 33, CH-8008 Ziirich, Allfunds Bank, C/Nuria, 57, Mirasierra, E-28034 Madrid or from the French centralising agent of the Fund: RBC Dexia
Investors Services Bank France. You should read the prospectus before subscribing. The information given herein originates from M&G International Investments
Ltd. to the extent no other source is disclosed. Information sourced from a third party has been copied without any verification and M&G International Investments
Ltd does not assume any liability. The information contained herein is not a substitute for independent advice. For information on investment risk relating to these
funds please see the prospectus. Telephone calls may be recorded. This financial promotion is published by M&G International Investments Ltd. (Registered Office:
Laurence Pountney Hill, London EC4R OHH) authorised and regulated by the Financial Services Authority. CC2068
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