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Schroder Life Diversified Growth Fund 
A growth strategy that has 
stood the test of time
In 2005, Schroders pioneered a 
diversified approach to growth investing 
through our own pension scheme. 
This led to the launch in May 2006 of our Schroder Life 
Diversified Growth Fund (DGF) specifically designed for 
UK pension schemes. Today, this remains one of the most 
successful funds in the sector with £6.3 billion invested on  
behalf of over 200 UK pension fund clients, all seeking to  
achieve a strong real return but with less risk than equities.

True to our philosophy
We believe a strategic exposure to a range of growth assets 
will deliver the strong long-term returns necessary for pension 
schemes to meet their funding requirements. We reduce risk 
associated with this exposure through diversification, dynamic 
asset allocation and flexible implementation. DGF has been 
managed according to the same core beliefs and principles  
since its inception in 2006.

A strong track record
Both short and long term performance has been strong. DGF 
is ahead of its UK inflation plus 5% per annum target over one 
year and three years, returning 10.7% and 9.0% (annualised) 
respectively. Moreover, the annualised volatility of the fund’s 
returns has been less than two-thirds that of global equities over 
both periods, delivering a superior risk adjusted return.

A stable and experienced multi-asset team
Our multi-asset team is one of the best resourced in the industry with over 100 professionals globally. We employ a team-based 
approach to managing DGF under the leadership of Johanna Kyrklund, Head of Multi-Asset Investments, which provides a high 
degree of continuity and stability for the fund. The investment team draws on the extensive research produced by over 40 global 
investors and the high-conviction asset allocation views of our Global Asset Allocation Committee.

Source: all data at 31 March 2015 
Performance calculated from month end close of business price and is presented gross of fees in sterling. DGF targets UK inflation (as measured by the Retail Price Index) 
+ 5% per annum, net of fees, over a full market cycle, with two thirds lower volatility than an equity portfolio. Volatility is measured versus our equity comparator (60% FTSE All 
Share and 40% FTSE World ex UK sterling hedged).
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Why DGF in this market environment 
Since the financial crisis, investors have grown accustomed to the term ‘extraordinary’. Recent efforts by central banks to 
fight deflation have taken the term from ‘extraordinary’ to ‘unbelievable’. Almost every central bank is now engaging in policies 
that promote a weaker currency and the undeclared ‘currency war’ has intensified. While we believe that currency movements 
can help to redistribute growth, it may not necessarily lead to an increase in global demand, particularly if everyone is 
engaging in the act of devaluation at the same time. As this is a ‘war’ where there are winners, there will also be losers, a 
condition that gives rise to higher levels of market volatility at a time when asset valuations are stretched. The flexibility of a 
diversified growth approach allows us to dig deep to take advantage of the opportunities that these ‘unbelievable’ central 
bank policies present.

A proven track record of dynamic asset allocation
We believe that a dynamic approach to asset allocation is 
the best way to actively manage our DGF. This enables us to 
balance opportunities and risk throughout the market cycle. 
Many pension schemes invest in equity strategies that offer  
a powerful growth engine in order to meet their 

future obligations. However, these strategies typically experience 
high volatility – the financial crisis of 2008-9 was a prime 
example of this. Since 2006 DGF has successfully navigated 
through such volatile periods using dynamic asset allocation as  
shown above.

Balancing diversification and growth
We manage the risks in our portfolio through a two-stage 
portfolio construction process which targets the most effective 
balance of growth and defensive assets to achieve our 
objectives. To harness growth we invest in a truly diversified 
set of assets including equities, alternatives and credit; whilst 
using defensive assets, such as government bonds, currencies 
and option strategies, to hedge the risks in the portfolio. This 
is especially important in today’s environment to protect the 
portfolio against geopolitical and economic concerns which  
can result in a volatile market.

Capturing our insights
We strive to implement our views in the most efficient way 
possible, choosing from passive strategies, internally and 
externally managed active funds, and internally managed 
bespoke solutions, depending on which we believe is the 
most effective way to exploit a particular investment theme. 
The growth of DGF has enabled our clients to benefit from 
efficiencies and scale, for example, investing via segregated 
portfolios in global equities and high yield debt has allowed  
us to specify the precise characteristics we desire.

If you would like to learn more about how DGF can help your pension scheme achieve its objectives please contact: 
Claire Glennon claire.glennon@schroders.com on +44 (0)20 7658 4366 or your usual Schroders contact.

Source: Schroders, for illustration only, at 31 March 2015. Credit includes emerging market debt and government bonds includes TIPS.
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A truly dynamic approach



Important information: For professional investors or advisers only. Not suitable for retail clients. The views and opinions contained herein are those of the 
Multi-Asset team at Schroders, and may not necessarily represent views expressed or reflected in other Schroders communications, strategies or funds. This document 
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 Investment Management Ltd (Schroders) does not warrant its completeness or accuracy. The 
data has been sourced by Schroders and should be independently verified before further publication or use.  No responsibility can be accepted for error of fact or opinion.  
This does not exclude or restrict any duty or liability that Schroders has to its customers under the Financial Services and Markets Act 2000 (as amended from time to time) 
or any other regulatory system. 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. 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. Where a fund holds investments denominated in currencies other than sterling investors should note that exchange rates may cause the value of 
these investments, and the income from them, to rise or fall. Investments in smaller companies may be less liquid than in larger companies and price swings may therefore 
be greater than in larger company funds. Less developed markets are generally less well regulated than the UK, they may be less liquid and may have less reliable custody 
arrangements. Investors should be aware that investments in emerging markets involve a high degree of risk and should be seen as long term in nature. The fund invests 
in higher-yielding bonds (non-investment grade). The risk of default is higher with non-investment grade bonds than with investment grade bonds. Higher yielding bonds 
may also have an increased potential to erode your capital sum than lower yielding bonds. A small proportion of the fund may invest in unregulated Collective Investment 
Schemes which may be closed for subscription/and or redemptions, 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.  Investors should be aware that the fund may invest in derivatives and in alternative investments (hedge funds, 
property funds and private equity) which involve an above-average degree of risk and can be more volatile than investment in equities or bonds. The target return is an 
estimate and is not guaranteed. The yields quoted are not guaranteed and may rise and fall in the future. 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. For the purposes of the Data Protection Act 1998, 
the data controller in respect of any personal data you supply is Schroder Pensions Management Limited (SPML). Personal information you supply may be processed for the 
purposes of investment administration by the Schroders Group which may include the transfer of data outside of the European Economic Area. SPML may also use such 
information for marketing activities unless you notify it otherwise in writing. Issued by Schroder Pensions Management Limited, 31 Gresham Street, London, EC2V 7QA. 
Registration no. 5606609 England. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. 
For your security, communications may be taped or monitored. w46899.

schroders.com/ukpensions

Schroder Life Diversified Growth Fund: A growth strategy that has stood the test of time


