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Members in a defined contribution (DC) pension scheme are on a journey. 
Well managed, it’s a journey which should take them towards a pot of 
money sufficient to meet their income or other needs in retirement. But 
encouraging them to stay on track depends, we believe, on building an 
investment default approach that reflects their changing need for risk and 
return as they get older.

Good member outcomes require carefully designed solutions

Improving the DC journey 

Source: Schroders for illustration only.
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As the previous chart illustrates, we see members moving through three 
main phases on their savings journey. Here we are concerned with the 
‘stable growth’ stage, when they reach their 40s, and their need for risk 
and return moves into rough balance. Growth remains important as it 
can have more impact on what should be a more substantial retirement 
pot. But they can generally afford to take fewer risks than when they are 
younger as they have less time to make up losses through further saving 
or market growth.

We believe that the Schroder Life Dynamic Multi-Asset Fund can provide 
a way for members in this stable growth phase to strike the right balance 
between risk and return. It aims to provide them with low-cost exposure 
to a range of assets which, when mixed together, provide long-term 
growth potential while aiming to avoid the extreme short term losses 
that occasionally affl ict fi nancial markets. We believe our approach can 
signifi cantly reduce this likelihood compared with a traditional lifestyle 
strategy, which remains invested in equities until the last fi ve years before 
retirement (see chart below). 

Probability of experiencing an annual loss >20%

Managing the shift away from risk 

Source: Schroders, for illustration only. Equities Lifestyle 45-65 invests in a global equity portfolio, switching to passive index-
linked gilts and cash over 5 years to retirement. Stable Growth Lifestyle invests in Schroder Life Dynamic Multi Asset Fund 
(DMAF), switching to passive index-linked gilts and cash over 5 years to retirement. Equity and bond volatility assumptions are 
based on historic monthly data. Expected return assumptions are based on forward looking estimates. DMAF expected return 
and volatility assumptions assumed to be in line with the target (target of CPI+4% and volatility of half to two-thirds of equities). 
Please see the forecast risk warning in the Important Information.
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The Schroder Life 
Dynamic Multi-Asset Fund

Even short-term losses can be devastating for the morale of DC members. 
Apart from the direct impact on their retirement portfolio, it may prompt 
them to reduce their investment risks – and hence potential returns – or 
in some cases stop saving altogether. All or any of these outcomes could 
drastically limit their prospects for a comfortable retirement. We believe 
the Schroder Life Dynamic Multi-Asset Fund can provide the sort of stable 
growth that members need to inspire them to stay the course and continue 
to build their pension savings. 

Traditionally, cost constraints have meant that many DC investors have 
been limited to traditional balanced or passive global equity strategies 
which have failed to provide the inflation-beating growth they need at an 
acceptable level of risk. Our Dynamic Multi-Asset Fund is unusual in that 
it gives them a cost-effective way to gain access to expert managers who 
manage risks in the portfolio by allocating amongst a wide range of assets, 
including equities, bonds and commodities. 

This active asset allocation is more than adequate to deal with most market 
conditions. In certain unpredictable markets, however, we complement it 
with our systematic approach to volatility management. This automatically 
reduces exposure to global equity markets during periods of high volatility 
with the aim of creating a smoother growth path for members. And all 
these features are available at a cost well below the UK government’s new 
pension charge cap of 0.75%.
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 – A capped ongoing charge of 0.5%, including an annual 
management charge of 0.45% 

 – An inflation-beating target of CPI + 4% over a full market cycle, 
typically five years*

 – A systematic approach to volatility management

 – A broadly invested multi-asset portfolio 

 – Active asset allocation 

 – A volatility target of between a half and two-thirds that of  
global equities

 – Managed by the Schroder Multi-Asset team 

Key features

Downside Risk
Management

Dynamic Asset 
Allocation

Core 
Multi-Asset 

Portfolio

*The return and maximum loss targets are investment objectives only and not guaranteed.
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How it works 

The last decade has shown that keeping a static asset allocation is 
not the best way to manage an investment portfolio. The Schroder Life 
Dynamic Multi-Asset Fund is one of the few funds that DC investors can 
use to access a range of different asset classes where risks are controlled 
by actively managing the asset allocation. This approach means it is 
designed to be less sensitive to falls in the stock market.

The fund offers DC members access to a wide range of traditional and 
alternative asset classes, including equities, commodities, emerging 
market debt, absolute return funds and government bonds. Many of 
these assets are not normally available to DC members.

By combining different assets and markets, we can:

 – Capture returns while being able to take more defensive positions  
if conditions change

 – Move between markets at different points in the cycle

 – Aim to achieve a greatly improved risk-return profile, aiming for 
between half and two-thirds the risk of a pure equity investment

In most market conditions, we believe it is possible to use asset allocation 
to actively manage risk. In certain unpredictable market conditions, 
however, we can use our systematic approach to volatility management. 
This automatically reduces the fund’s exposure to risk assets if the 
volatility of the fund exceeds a pre-set limit. Even so, we place most 
emphasis on judgemental risk controls, so that systematic controls are 
only applied when necessary.
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How it works 

Schroders is a global asset management company with £300.0 billion 
under management and an international network spanning 37 offices in 
27 countries. We have significant experience of managing DC assets and 
of helping scheme managers, trustees and sponsors to operate pension 
schemes efficiently. We manage assets for DC pension schemes in the 
UK and also have relationships with institutional investment platforms.  
UK pension funds form a significant proportion of our global client base, 
with more than £41 billion in assets managed on behalf of both defined 
benefit and defined contribution pension schemes in both the corporate 
and public sector.

Source: Schroders, at 31 December 2014.

Why Schroders?



D Y N A M I C  M U L T I - A S S E T  F U N D

Important information. For professional investors only. Not suitable for retail clients. This material is intended to be for information purposes only 
and it is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. 
Information herein is believed to be reliable but Schroder Pension Management Limited does not warrant its completeness or accuracy. Reliance should not be 
placed on the views and information in the document when taking individual investment and/or strategic decisions. Past performance is not a guide to future 
performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back the 
amounts originally invested. Funds which invest in a smaller number of stocks can carry more risk than funds spread across a larger number of companies. 
The Schroder Life Dynamic Multi-Asset Fund invests in a fund that is authorised as a non-UCITS retail scheme. The investment and borrowing powers of these 
types of scheme are wider than those for UCITS funds whilst still aiming to provide a prudent spread of risk. The fund invests in assets which are exposed to 
currencies other than sterling. Exchange rates may cause the value of overseas investments and the revenue from them to rise or fall. The fund is not tied to 
replicating a benchmark and holdings can therefore vary from those in the index quoted. For this reason the comparison index should be used for reference 
only. The fund uses derivatives for investment purposes. This involves a higher degree of risk and may lead to a higher volatility in the unit prices of the fund. 
The Manager employs a risk management process to allow the Manager to measure derivative and forward positions and their contribution to the overall risk 
profile of the Schroder Life Dynamic Multi-Asset Fund. As part of this risk management process, the manager conducts daily Value at Risk analysis of the 
fund and performs both stress and back testing of the fund. The fund invests in unregulated collective investment schemes, which involves a higher degree 
of risk as they are not regulated by the FCA. The funds may not be readily realisable and priced less frequently than listed shares or authorised unit trusts, and 
therefore price swings may be more volatile. Unregulated schemes may be closed for subscription and/or redemption may be subject to certain restrictions or 
limitations and there is unlikely to be an active secondary market in the shares or units of such underlying schemes. Some schemes may only be available for 
subscription or redemption on a periodic basis. The fund invests in alternative investments (including commodities) which involves a higher degree of risk and 
can be more volatile. They should only be considered as a long term investment. The forecasts included in this brochure should not be relied upon, are not 
guaranteed and are provided only as at the date of issue. Our forecasts are based on our own assumptions which may change. We accept no responsibility 
for any errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or forecasts. Forecasts and assumptions may 
be affected by external economic or other factors. Issued by Schroder Pension Management Limited. Registered in England and Wales 5606609. Registered 
office: 31 Gresham Street, London EC2V 7QA. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority. For your security, communications may be recorded or monitored. INS03862 w46984

Schroder Pension Management Limited 
31 Gresham Street, London EC2V 7QA, United Kingdom 
Tel: +44 (0) 20 7658 6000 Email: ukpensions@schroders.com

Contact us

Tim Horne
DC Investment Solutions Manager
Tel: +44 (0) 20 7658 4877
Email: tim.horne@schroders.com

David Heathcock
DC Product and Distribution Manager
Tel: +44 (0) 20 7658 2806
Email: david.heathcock@schroders.com

Stephen Bowles
Head of UK Institutional  
Defined Contribution
Tel: +44 (0) 20 7658 4916
Email: stephen.bowles@schroders.com

Hilary Vince
DC Strategy Manager
Tel: +44 (0) 20 7658 5727
Email: hilary.vince@schroders.com

Contact our dedicated DC team today to discuss the ways in which we may be able 
to add significant value for your DC scheme and its members.

www.schroders.com/definedcontribution


