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Why are we launching the Schroder GAIA II platform? 

The Schroder GAIA II platform is an extension of our existing Schroder GAIA platform. Within the hedge fund landscape 
there is a wide variety of investment strategies, a number of which do not naturally fit within the UCITS framework. In order 
to offer a more complete suite of hedge fund strategies we have launched Schroder GAIA II, a non-UCITS platform.  

Over the next five years flows into liquid alternatives are expected to grow five times faster than traditional investments. 
We expect that European regulated hedge funds (UCITS & Alternative Investment Funds (AIFs)) will play a major part in 
client allocations. As a result, the development of Schroder GAIA II enhances our current liquid alternative offering.  

The positioning of the Schroder GAIA platform in the alternative UCITS space allows us to naturally develop our offering 
into the immature non-UCITS regulated universe. 

In addition, UCITS regulations, on the existing Schroder GAIA platform, are becoming ever more restrictive. There might 
be instances in the future where some of the more sophisticated funds are required to be reclassified from UCITS to non-
UCITS. By having a non-UCITS platform already established, we would be well positioned to deal with such a scenario.  

 

What will Schroder GAIA II offer clients? 

Schroder GAIA II offers clients access to a select group of high quality hedge fund managers with proven track records 
and the backing of a global asset manager. This is in the form of a European mutual fund vehicle that has regulatory 
oversight. 

The disciplined manager selection process applied to the Schroder GAIA range will extend to Schroder GAIA II, with the 
rigorous due diligence and ongoing monitoring embedded into the range.  

Schroder GAIA II funds will offer improved liquidity (some potentially offering daily and weekly dealing) and transparency 
when compared to traditional offshore hedge funds. 

It provides easy access to hedge fund strategies for professional investors*.   

A key difference between Schroder GAIA II and traditional managed account platforms is that the majority of the UCITS 
investment and borrowing powers are included within the Schroder GAIA II prospectus. This means the individual sub-
funds have a similar look and feel to UCITS funds, but where necessary include some wider flexibilities to enable the fund 
to be run more closely with its reference offshore fund.  

As with UCITS, all assets held by Schroder GAIA II funds will be held by an independent depository, ensuring asset 
security for investors. This is not a requirement for hedge funds.  

As with all other Schroder funds, Schroder GAIA II will seek to offer clients superior client service and reporting. 

*Please note this is subject to the Alternative Investment Fund Managers Directive marketing passport. The marketing passport is similar 
to that under the UCITS regime; the UCITS passport enables marketing to retail investors and the AIFM passport to professional 
investors. Once the passport has been granted, an AIFM will be able to market the AIFs covered by the passport in its home member 
state and the other member states it has notified its regulator that it intends to market in.    
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What regulatory structure will Schroder GAIA II take? 

Schroder GAIA II is structured as an Luxembourg Part II open-ended investment company organised as a “société 
anonyme” under the laws of the Grand Duchy of Luxembourg and qualifies as a Société d’Investissement à Capital 
Variable (“SICAV”) and as an alternative investment fund within the meaning of article 1(39) of the 2013 Law. 

 

What types of funds will be launched on the Schroder GAIA II platform? 

Any new strategy that we would like to add to the overall Schroder GAIA suite will first be considered for UCITS. Those 
whose investment strategy integrity would be materially compromised by launching under UCITS will be considered for 
Schroder GAIA II, as a non-UCITS product. We have identified a number of strategies that we believe conceptually would 
be more appropriate under non-UCITS. Some examples of these can be found in the chart below, as well as other hedge 
fund strategies like concentrated equity long short (due to UCITS diversification rules) and discretionary / systematic macro 
(due to eligible assets rules).   

 

 
 

Schroder GAIA II NGA Turnaround  

The first sub-fund launched on the Schroder GAIA II platform is Schroder GAIA II NGA Turnaround. The fund launched on 
2 March 2016.  

The fund focuses on distressed securities, employing a broadly diversified strategy that is fundamentally driven and bottom 
up. The fund invests long and short in corporate credit and equity securities, mainly in North America. It concentrates on 
maximising returns from bankruptcies, distressed companies and turnaround situations.  

The fund is managed by George Putnam III, Founder of New Generation Advisors (NGA) which runs $763 million in this 
strategy. The fund is based on New Generation Advisors’ flagship hedge fund strategy (anticipated minimum overlap of 
90%), which launched in 1990 and has produced an annualised net return of 11.1%* since inception to January 2016.  

The fund is benchmark unconstrained and targets an annualised return of 8-12% net of fees, with expected volatility of 10-
12%, and low correlation to the traditional equity and bond markets. NGA’s strategy capitalises on inefficiencies that exist 
in the distressed securities market due to the lack of understanding of the bankruptcy process and poor flow of information. 
The fund focuses on the liquid end of the distressed securities market and is well diversified at both the security, sector 
and capital structure level.   

 

 

 
 
*NGA Flagship Fund is New Generation Turnaround Fund Limited, which launched in September 1996. Performance from May 1990 to 
August 1996 is provided for New Generation Limited Partnership, a substantially identical fund to New Generation Turnaround Fund 
Limited. Performance is net of fees.  
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Please find below a comparison between a number of key features of a typical UCITS hedge fund and Schroder GAIA II 
NGA Turnaround: 
 

 Typical UCITS hedge fund Schroder GAIA II NGA Turnaround 

Distressed 
securities Max 20% Max 100% 

Borrowing Limited to 10% on a temporary basis 
Risk exposure 200% global exposure or prescribed VaR limit 
Diversification 5/10/40 

Short sales Short sales not permitted, can only seek 
short exposure via derivatives Physical short sales permitted 

Prime broker 
Requirement to have an independent 

custodian so typical prime broker 
arrangement is not possible 

Prime broker (required due to use of physical 
shorting) 

Dealing / 
valuation frequency 

Minimum of twice monthly (typically daily or 
weekly) 

Daily pricing 

Fortnightly (every second Wednesday) 
Daily pricing 

 

We are extremely excited to be launching a distressed strategy at this time. The opportunity set for distressed securities is 
currently as attractive as it has been at any time, at least since the 2008/09 financial crisis.  After seven years of 
unprecedented growth in high yield and leveraged loan issuance, investors are finally waking up to the risk that many of 
these debt issuers will not be able to refinance their debt when it becomes due over the next few years. Moreover, low 
global oil prices and fluctuations in demand from China have created extreme turmoil in energy, mining and metals 
securities. 

This has led to a massive sell-off in distressed securities in 2015 and 2016, and the amount of debt trading below 50 cents 
on the dollar at year end reached levels not seen since early 2009. Historically, whenever there has been a decline of this 
magnitude in the distressed market, it has been followed by a sharp and rapid rebound. We believe the current conditions 
make this an extremely interesting time for investors to consider adding distressed exposure to their portfolio. 

Although this is a particularly interesting time to invest in this strategy, we feel distressed securities can be a valuable 
addition to an investment portfolio throughout the cycle. The returns on individual distressed securities are ultimately 
determined more by the outcome of the particular company’s restructuring proceedings rather than by market movements. 
This means that distressed securities tend to have a low correlation to other asset classes.  In addition, because of the 
specialised knowledge required to understand the bankruptcy process, the sector represents a relatively inefficient niche in 
the securities market, and this inefficiency can lead to abnormally high returns.  

The fund has been registered under the AIFMD marketing passport in the following jurisdictions: Austria, Belgium, 
Denmark, Finland, France, Germany, Greece, Italy, Netherlands, Norway, Portugal, Spain, Sweden and UK. 

   



Schroder GAIA II  and Schroder GAIA II NGA Turnaround  
 

4 

 

Important information 
 
This document does not constitute an offer to anyone, or a solicitation by anyone, to subscribe for shares of Schroder 
GAIA II (the “Company”). Nothing in this document should be construed as advice and is therefore not a recommendation 
to buy or sell shares. 
 
The Company qualifies as a Société d’Investissement à Caiptal Variable (“SICAV”) and as an alternative investment fund 
within the meaning of article 1(39) of the 2013 Law. 
 
Subscriptions for shares of the Company can only be made on the basis of its prospectus together with the latest audited 
annual report (and subsequent unaudited semi-annual report, if published), copies of which can be obtained, free of 
charge, from Schroder Investment Management (Luxembourg) S.A. 
 
The distribution and promotion of the Company's units is restricted for the purpose of the 2013 Law, to professional 
investors who are supposed to have sufficient experience to judge themselves the concept of risk-spreading and the 
information they need to form their opinion. Accordingly, this material is targeted to institutional; professional; existing 
investors and newly accepted clients of the Schroder Group where reasonable steps have been taken to ensure that 
investment in the Company is suitable.  This material should not be relied upon by persons of any other description. 
  
Past performance is not a reliable indicator of future results, prices of shares and the income from them may fall 
as well as rise and investors may not get the amount originally invested. 
 
An investment in the company entails risks, which are fully described in the prospectus. 
 
Schroders has expressed its own views and opinions in this document and these may change. 
 
This document is issued by Schroder Investment Management Limited, 31 Gresham Street, EC2V 7QA, who is authorised 
and regulated by the Financial Conduct Authority. 
 
This document may not be distributed to any unauthorised persons. For your security, communications may be taped or 
monitored. 
 


