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FSG Exemption disclaimer

Schroder Investment Management Australia Limited, ABN 22 000 443 274 (SIMAL) is the issuer of interests in the Schroder Funds (Schroder Funds). If you acquire 
interests in the Schroder Funds, SIMAL will receive remuneration or other benefits in relation to the Schroder Funds, including management fees and any other fee 
specified in the PDS. These fees are calculated as either a percentage of your initial or ongoing investment amount. For further information in relation to the 
remuneration or other benefits received please contact SIMAL on 612 9210 9200.

General disclaimer

This presentation is intended solely for the information of the person to whom it was provided by Schroder Investment Management Australia Limited (ABN 22 000 443 
274, AFSL 226473) (Schroders). Investment in the Schroder Funds may be made on an application form in the Product Disclosure Statement (PDS) which is available 
from Schroders.  The information contained in this Presentation is general information only and does not take into account your objectives, financial situation or needs.  
Before acting on the information contained in this Presentation you should obtain a copy of the PDS and consider the appropriateness of the information in regard to 
your objective, financial situation and needs before making any decision about whether to invest, or continue to hold.

Schroders does not give any warranty as to the accuracy, reliability or completeness of information which is contained in this presentation. Except insofar as liability 
under any statute cannot be excluded, Schroders and its directors, employees, consultants or any company in the Schroders Group do not accept any liability (whether 
arising in contract, in tort or negligence or otherwise) for any error or omission in this presentation or for any resulting loss or damage (whether direct, indirect, 
consequential or otherwise) suffered by the recipient of this presentation or any other person.

Total returns are calculated using exit price to exit price, after fees and expenses, and assuming reinvestment of income. Gross returns are calculated using exit price 
to exit price and are gross of fees and expenses. The repayment of capital and performance in any of the detailed funds are not guaranteed by Schroders or any 
company in the Schroders Group. Returns shown are before tax and fees and all income is reinvested. 

You should note that past performance is not a reliable indicator of future performance.  Investment guidelines represented are internal only and are subject to 
change without notice.  Opinions constitute our judgement at the time of issue and are subject to change.  For security reasons telephone calls may be taped.  
Third party data including MSCI data is owned by the applicable third party identified in the presentation and is provided for your internal use only. Such data may not 
be reproduced or re-disseminated and may not be used to create any financial instruments or products or any indices. Such data is provided without any warranties of 
any kind. Neither the third party data owner nor any other party involved in the publication of this document can be held liable for any error. The terms of the third 
party’s specific disclaimers, if any, are set forth in the Important Information section at www.schroders.com.au.
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Making money and keeping it in May 2018

Sum of the parts or parts of some?

Picking winners or avoiding landmines? 

1

2

3



Some of the parts or parts of some?
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Source: Apple
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Source: Bloomberg, Schroders
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Source: Diversified Portfolio: 25% S&P/ASX 200, 25% MSCI World Ex Australia Hedged AUD Net Total Return Index, 10% S&P/ASX 200 A-REIT Index, 15% Bloomberg AusBond Composite 0+ 
Yr Index, 15% Bloomberg Barclays Global-Aggregate Total Return Index Value Hedged AUD, 10% Bloomberg Barclays US Corporate High Yield Total Return Index Value Hedged AUD
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Return p.a (%) 9.0% 8.7%
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Maximum Drawdown -47% -35%
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Source: Bloomberg, Schroders. This is illustrative only and not a recommendation to buy, sell or hold any security
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Return p.a (%) 8.5% 11.3%

Volatility p.a (%) 14.3% 2.5%

Maximum Drawdown -45% -1%
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Source: Aug 2016 - Vanguard LifeStrategy Growth Fund (Passive example), James Picerno (Global Mkt Cap Weighted example)
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Source: Morningstar, active manager performance of 10th to 90th percentile of managers. Morningstar Categories; Australian Equities (Blend), Australian Equities Mid-Small (Blend), Global 
Equities (Blend), Emerging Market Equities, Australian Real Estate Equities, Bond- Australia, Bond- Global.
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Source: Schroders – illustrative of outcomes from each asset class and strategy over a full economic cycle. Conservative multi asset approximates 30% equity / 70% bond allocations. 
Growth multi asset approximates 70% equity / 30% bond allocations.

Return above
Inflation (%)

Maximum   Drawdown 
(%)

Passive Asset Allocation

Cash 0-1 0

Bonds 1-2 5-10

Conservative Multi Asset 2-3 15-20

Growth Multi Asset 4-5 25-35

Equities 5-7 50+

Active Multi Asset Approach 4-5 15-20

Some clients want 
to minimise risk

Some clients want 
to minimise risk

Some clients want to 
maximise returns

Some clients want to 
maximise returns

We target growth-like returns 
with moderate drawdown

We target growth-like returns 
with moderate drawdown
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Source: Schroders. For illustrative purpose only; Past Performance is not indicative of future returns.

Long term (10 yr) forecasts

Medium term (3 yr) forecasts
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Source: Schroders/Datastream as at 30 April 2018. 1. S&P ASX 200 Acc; 2. MSCI World ex Aus Net TR (Local); 3. S&P ASX300 A-REIT Acc; 4. Schroder Higher Yielding Credit Pool; 5. Merrill 
Lynch Global High Yield Index (USD); 6. Bloomberg AusBond Bank Bill Index; 7. Bloomberg  AusBond Treasury Index;  8. Bloomberg AusBond Credit Index.     * Past Performance is not a 
reliable indicator for future performance.
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Source: Fed, BoJ, ECB, BoE, Haver Analytics, DB Global Research
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Source: Schroders. November 2017. Past performance is not indicative of future returns
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Source: Bloomberg, GFD, Schroders  
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Source:  Datastream
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Source: IMF
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Source: Datastream, Schroders. RHS chart source: IMF World Economic outlook,  January 2018
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Source: Bloomberg
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Source: Schroders. 

Growth

Inflation

30

Asset Allocation

– Equities
– Credit (Yield play)
– Bonds (Yield play)

Trades

– EM Equities
– EM Debt

Asset Allocation

– Cash (transition)
– Real assets
– Equities (post 

transition)

Asset Allocation

– Bonds / long 
duration

– Short equities & 
credit

Asset Allocation

– Cash
– Short equities & 

credit

Trades

– Curve flatteners
– Long USD / AUD
– Long volatility 

(S&P Puts)

Trades

– Long volatility
– S&P Puts
– Long utilities v tech

Trades

– Inflation Breakeven
– Resources v A-Reit’s
– Short duration
– Short bond proxies
– Long AUD, CAD
– Commodities



We’re not sure it’s midnight yet, but it’s pretty late

31

“They are dancing in a room in which the clocks 
have no hands”
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Source: Schroders, Datastream, ABS. Cumulative performance shown for the Schroder Real Return CPI+5% strategy (gross of fees) since inception to 31 March 2018. Past Performance is not 
a reliable indicator of future performance. CPI is measured by the RBA Trimmed Mean as published by the ABS. Performance of the Unlisted Fund is shown to illustrate how a comparable 
managed fund using the same strategy has performed over longer time periods. Performance of the Schroder Real Return Fund (ASX:GROW) may vary due to differences such as market 
making activities, variations in implementation strategy and inflows/outflows.
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Source: Schroders. For illustrative purpose only; Past performance is not indicative of future return.
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Source: Schroders, Datastream
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Source: Schroders. 31 March 2018. For illustration purpose only. Past performance is not indicative of future returns
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Source: Schroders as at 31 March 2018. Countries, stocks and sector weightings and returns are mentioned for illustrative purposes only and should not be viewed as a 
recommendation to buy/sell. 
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Australian Equities

Australian Small Cap 
Equities

International 
Equities

Pacific ex Japan 
Equities

Global HY Credit
Australian Hybrids

EMD Absolute 
Return

Australian Fixed 
Income

Australian IG Credit

Global IG Credit

ILBsMortgages and 
Floating Credit

Cash

USD/AUD

EUR/AUD
GBP/AUD

JPY/AUD

Other/AUD

Long ASX 200 / Short 
A-REIT

US CPI Breakeven

Treasuries v Bunds 
Spread

Short AUD Duration

Short USD Duration

Short US Equity 
Futures

SS: Australian 
Equities

SS: Australian Fixed 
Income

SS: Interational 
Equities

SS: Pac ex Japan 
Equities SS: Global IG Credit

SS: Global HY Credit

39

Source: Schroders. *Within the Cash and Short Term Securities component of the Schroder Real Return CPI Plus 5% Fund, 13.3% of the Fund is invested in term deposits, floating rate notes, 
and negotiable certificates of deposit.  

Additional  Portfolio Information
FX Exposure: 17.4% Duration: 0.7 yrs
USD (weighted): 7.6%
EUR: 1.1%
GBP: 1.5% Implementation
JPY: 2.7% Internal Funds / Pools 75.8%
Other 4.5% Direct 24.2%

Australian Equities
13.9%

Australian Small Cap 
Equities

1.1%
Global Equities

8.9%

Asian Equity Yield
2.4%

Global High Yield
2.0%

Emerging Market 
Bond
5.1%

Australian Higher 
Yielding Corporates

5.0%

Global Corporates
7.4%

Australian 
Corporates

8.8%

Australian Floating 
Rate Corporates

0.0%
Australian Index 

Linked Bond
3.8%

Australian Asset 
Backed

4.5%

Australian Bond
9.8%

Cash and Short Term 
Securities*

26.5%

Risk Contribution

■ Market Exposure 51.4% ■ Bond and Equity Overlays 6.4%

■ FX 20.5% ■ Stock Selection 12.2%

■ RV Trades 9.5%
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Source: Schroders

Markets &
Strategies

Risk management & 
Portfolio construction

Expect low returns from most assets. Overall risk levels remain low. Cash weight elevated 
(store of value and optionality given still expensive
markets).

Both global equities and sovereign bonds remain
vulnerable to downside risk.

Protection through RV trades: curve flatteners and 
put options.

QE driven equity markets (US, Japan, Europe) most 
expensive.

Prefer Australia equities within relatively low overall 
equity exposure.

Bonds remain expensive. Fed to continue to 
tighten and begin reducing balance sheet.

Maintaining some duration but less than ‘normal’.

Credit valuations stretched. Have reduced exposure following spread tightening.

Short A-REIT’s vs ASX 200 Protection against higher yields.

EM has been volatile. Risk remains for broader EM 
weakness

Exposure remains modest and selective

Long FX (mainly USD) v AUD AUD still a good risk hedge & source of return.



Market cap Price
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Source: Bloomberg
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Casting our net as widely as possible
– An objective based, diversified investment solution
– Targeting a smoother path of returns which is not 

reliant on a single asset class source of return 

Adaptable to different market environments
– Our dynamic asset allocation approach provides 

flexibility to change as markets change 
– Offers both growth and downside risk 

management of capital

44

Source: Schroders. Investment objectives are targets only and not guaranteed. Expected volatility and beta are an internal objective only. 
1 Return objective is per annum gross of fee over rolling three year periods. 
2 Up to 8% p.a

The expertise and experience to deliver
– An experienced and award-winning team with a 

proven track record in objective-based investing
over 8 years

CPI 
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Source: Schroders

Traditional 
Balanced

RRF

CPI + 5% objective

– Investors want returns above inflation or cash but 
few manage to it

– Risk is losing money, not volatility
– Minimizing drawdowns is crucial
– Valuations matter
– High conviction asset allocation needs to be 

responsive to changes in outlook
– Investment decisions should be framed around 

the objective 

We continually assess investment opportunities so 
that the portfolio is well placed to meet our 
objectives whilst minimizing variability around this 
target. 



Valuations of asset classes matter just as much as for 
individual securities

46

1

2

3

Asset allocation needs to be broad and flexible – responding to 
changing markets

Risk is losing money and not meeting investment objectives, 
NOT volatility
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Source: Schroders, as at 31 March 2018.
1SRRF is the Schroder Real Return Fund.

– Valuations inform us about 
prospective risk and returns

– Risk of loss guides risk allocation not 
backward looking measures of 
volatility

– Own assets where risk is lowest 
– Normal volatility (diversification) but 

diversification difficult in stress 
environments

– Specific risk (strategy based)
– Low probability but high impact (tail 

risk insurance)

– If drawdown occurs – Why? 
– Outlook changed (cut risk – but 

what risk?) 
– Prices changed (ex ante risk may 

have fallen – hold or add) 
– Increase in ex poste volatility is not 

an increase in risk

Volatility vs. Probability of loss
Reduced portfolio risk given elevated 
probability of loss 

Deflation Risk
0.7yr Portfolio 

Duration

Scenario Risk
Short AUDUSD for 

China slowdown risk

Reach for Yield
Short REITs vs. 

market
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Schroder Real Return CPI Plus 5% Fund Schroder Real Return CPI Plus 3.5% Fund
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Source: Schroders.
Please note that these are indicative asset allocation only and may change, subject to market conditions and outlook, and may not add to 100 due to rounding, as at 31 March 2018.
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26.9%

Australian Equities

Global Equities

Property Trusts

Higher Yielding Credit

Emerging Market Debt

Absolute Return Strategies

Australian Fixed Income

Global Fixed Income

Inflation Linked Bonds

Mortgages and Floating Rate Credit

Cash and Short Term Securities

7.6%
5.8%

15.1%

3.8%

-0.4%

13.3%
9.7%

1.8%

7.4%

35.7%

Australian Equities

Global Equities

Property Trusts

High Yielding Credit

Emerging Market Debt

Absolute Return Strategies

Australian Fixed Income

Global Fixed Income

Inflation Linked Bonds

Mortgages and Floating Rate Credit

Cash and Short Term Securities
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A core portfolio in a ‘core satellite 
approach 

Replacing a portion of each asset class Replacing/complementing 
alternative assets

R
R
F

RRF
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Source: Schroders. Investment guidelines are internal only and subject to change without notice.

Schroder Balanced Fund Schroder Real Return 
(CPI Plus 3.5%)

Schroder Real Return 
(CPI Plus 5%)

Schroder Real Return 
(ASX:GROW)

Asset Class Multi-Asset/Traditional Multi-Asset/Objective Based Multi-Asset/Objective Based Multi-Asset/Objective Based

Benchmark Constrained – 60/40, Peers None/Flexible None/Flexible None/Flexible

Target  performance/
risk objective

Max return subject to risk 
constraints

CPI+3.5%, min sequence and 
downside risk CPI+5%, min downside risk CPI+5%, min downside risk

Asset allocation ranges
Growth  
Diversified
Defensive

40–70%
0–30%

10–60%

Growth  
Diversified
Defensive

0–50%
0–75%

0–100%

Growth  
Diversified
Defensive

0–75%
0–75%

0–100%

Growth  
Diversified
Defensive

0–75%
0–75%

0–100%

Timeframe 5 years + 3 years 3 years 3 years

Strategy Active, SAA with TAA overlays Target return/downside risk 
focus, flexible AA

Target return/downside risk 
focus, flexible AA

Target return/downside risk 
focus, flexible AA

Investment phase Accumulation Accumulation, Pre-retirement, 
Pension, Income/Low risk

Accumulation, Pre-
retirement and Pension

Accumulation, Pre-retirement 
and Pension

Distribution Normally twice yearly Aims to distribute at least the 
RBA cash rate quarterly Normally twice yearly Normally twice yearly

Availability Unlisted Unlisted Unlisted Quoted on the ASX
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Source: Schroders. 1Returns are displayed gross of fees for the Schroder Balanced Fund (Professional Class), the Schroder Real Return CPI Plus 5% Fund (Professional Class), the Schroder 
Real Return CPI Plus 3.5% Fund (Institutional Class) as at 30 September 2017. Past performance is not a reliable indicator of future performance. Inception of the Schroder Balanced Fund 
(Professional Class) is 23 August 1996. Inception of the Schroder Real Return CPI Plus 5% Fund (Professional Class) is 1 October 2008. Inception of the Schroder Real Return CPI Plus 3.5% 
Fund (Institutional Class) is 5 March 2014. 2Quartile ranking data based on Morningstar as at 30 June 2017. 3CPI is measured by the RBA Trimmed Mean as published by the ABS until 30 June 
2017. 4CPI return since inception of the Schroder Real Return Fund CPI Plus 3.5% was 2.0%.

Performance 1 yr 3 yrs (p.a.) 5 yrs (p.a.) 10 yrs (p.a.) S.I. (p.a.)

Schroder Balanced Fund1 9.3% 7.5% 10.0% 6.9% 9.0%

SAA Benchmark 8.4% 7.6% 9.9% 5.4% 8.3%

Quartile ranking2 1 2 2 1 1

Balanced Fund% Volatility 3.7% 6.1% 5.6% 7.7% 7.0%

Schroder Real Return Fund CPI 
Plus 5% (RRF5%)1 5.5% 5.3% 6.7% - 7.1%

CPI3 1.8% 1.9% 2.2% - 2.4%

RRF5% Real Return 3.7% 3.4% 4.5% - 4.7%

RRF5% Volatility 1.8% 3.1% 2.8% - 5.0%

Schroder Real Return Fund CPI 
Plus 3.5% (RRF3.5%)1 4.3% 4.3% - - 4.4%

RRF3.5% Real Return 2.5% 2.4% - - 2.4%4

RRF3.5% Volatility 1.3% 2.2% - - 2.1%


