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Schroders has teamed up with Wellington 
Management for the launch of a new multi-
strategy fund, Schroder GAIA Wellington Pagosa. 
We spoke to Dennis Kim to find out more.
Can you tell us a bit about Wellington 
and the team involved with the fund?
Wellington is an independently owned 
investment manager that traces its roots 
to 1928. The firm offers comprehensive 
investment management capabilities that 
span nearly all segments of global capital 
markets, and currently manages over $1 
trillion* on behalf of institutions, sub-
advisory mutual funds, corporate plans, 
and endowments & foundations. 

The firm launched its first hedge fund in 
1994 and now manages over $39 billion* 
in alternative investments. The portfolio 
management team of Pagosa comprises 
Chris Kirk and me, and 27 risk-takers to 
whom we assign capital. Between us, we 
allocate capital across macro, long/short 
credit, market neutral and long/short 
equity portfolios. Chris and I each have 
over 24 years of professional experience. 

What does a multi-strategy product offer 
that other alternative strategies cannot?
If properly constructed and managed, a 
multi-strategy product can offer an alpha-
oriented, consistent return stream with 
low volatility relative to equity markets 
and significant downside protection. We 
believe Wellington Management is one 
of a few high-quality institutional firms 
with the internal investment expertise 
across a broad and diversified collection of 
specialised strategies required to offer a 
truly global multi-strategy offering.

What is the fund’s investment approach?
Schroder GAIA Wellington Pagosa is a multi-
strategy fund designed to match our existing 
offshore Wellington Pagosa strategy as 
closely as possible whilst complying with the 
UCITS regulatory framework.

The fund allocates to macro, long/short 
equity, absolute return fixed income, 
and market neutral strategies and seeks 
to generate consistent, positive returns 
across market cycles while managing 
market risk exposure and minimising 
drawdowns. The objective is to provide 
exposure to the highest conviction alpha 
opportunities across our alternatives 

platform in a risk managed, multi-asset 
class multi-strategy portfolio.

How do you select strategies for inclusion 
and what is your investment process?
The opportunity set for the strategy 
is broad. We have access to a robust 
alternatives platform with over 70 
investment strategies and over $39 
billion* in assets under management. 
This attractive opportunity set includes a 
variety of strategy types, both fundamental 
and quantitative, across asset classes. We 
take both a qualitative and a quantitative 
approach to evaluating and selecting 
underlying strategies. We focus on 
strategies with no, low, or tactical beta 
exposure to traditional asset classes that 
have demonstrated attractive risk-adjusted 
returns. Each is selected for its absolute 
return orientation and demonstrated 
downside mitigation in stressed markets. 
The strategic weights are also determined 
based on qualitative and quantitative 
factors including contribution to risk, 
correlation to existing strategies, stressed 
market correlations, and the attractiveness 
of the opportunity set. Broadly, the higher 
the conviction level is and the lower the 
correlation, the higher the allocation that 
we would make to a particular strategy. 

How have the underlying strategy 
allocations evolved since the strategy’s 
launch in Jan 2012?
Chris and I are constantly optimising the 
underlying strategy allocations, making the 
most of our broad alternatives platform. 
In the nearly six-year operating history of 
the strategy, we have made ten changes 
to the strategic allocations, including the 
addition of six strategies, the removal of 
three strategies, and the adjustment of 
allocations between contributing risk-
takers within our discretionary/relative 
value macro strategy. In recent years, 
allocation changes have been oriented 
around the goal of increasing overall risk, 
while reducing the tactical beta of Pagosa. 

* Source: Wellington, data as at 31 December 2017.
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Dennis is the director of Alternative 
Investments for Wellington Alternative 
Investments. 

Prior to joining Wellington Management, 
Dennis was a Partner at Lenox Park LLC, 
an independent marketing and advisory 
firm for alternatives. He spent six years 
at Financial Security Assurance/Assured 
Guaranty, serving as a Treasurer and 
Managing Director. Dennis has also held 
positions at Merrill Lynch & Co. and William 
Blair & Company. 

Dennis earned his MBA from the University 
of Pennsylvania and his B.A. in Economics 
from the University of Chicago.
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Manager, 
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Management

Chris is the President of Wellington 
Alternative Investment and is a member of 
several of the firm’s internal management 
and advisory committees. 

Prior to joining Wellington Management 
in 2004, Chris spent seven years in the 
Investment Banking Division at Merrill 
Lynch & Co., advising financial institutions 
on mergers and acquisitions and capital 
raising transactions. He also held positions 
at A.T. Kearney and John Hancock Financial 
Services. 

Chris earned his MBA from Dartmouth 
College and his B.A. in Economics and 
Philosophy from Boston College. 



How do you manage risk in the portfolio?
There are several groups closely involved 
in the investment risk oversight process. 
Ultimate responsibility for managing 
investment risks rest with Chris and me.  
We work alongside Pagosa’s Risk Manager, 
Shruti Rao, to monitor performance, 
exposures, and a variety of ex-post and 
ex-ante risk reports daily. We strongly 
believe there is no single perfect model 
or system for risk management, and as a 
result we take a more holistic approach. 
We use a variety of risk models (including 
RiskMetrics, BARRA and proprietary risk 
analytics tools) to assess the risk profile 
of the strategy. We focus on a number 
of metrics including forecasted volatility, 
beta profile, contribution to risk by 
underlying strategy, stress scenarios, 
factor sensitivities, directional duration, 
directional spread duration and potential 
sector or regional concentrations.

Why should an investor consider multi-
strategy in the current environment?
Over the last few years, we have enjoyed a 
remarkable period of strong equity market 
returns with exceptionally low volatility.  
We have had a multi-decade bull run in 
bonds and an unprecedented period 
of central bank intervention, which has 
provided a strong tail wind to risk assets of 
all kinds. It has been quite simply a great 
time to be long beta. But we feel like the 
market dynamics are changing and there 
are risks emerging that clients should 
be thinking about. We are focused on 
these key issues: What will happen to the 
market when we transition money policy 
from quantitative easing to quantitative 
tightening? With equity market valuation 
sitting today at fairly elevated levels, is 
the risk of a market drawdown greater? 
How will geopolitical risk and political 
uncertainty – including the potential for 
a policy miscalculation – impact overall 

volatility in the market? We believe that a 
multi strategy fund like this one can help to 
mitigate volatility in the face of uncertainty 
brought about by these prospective 
questions. Our ability to reduce tactical 
beta, invest in market neutral strategies 
and find ideas to mitigate drawdowns 
should benefit our clients.

We can’t predict exactly what will happen 
over the next five years, but we have a 
relatively high degree of confidence that 
the path is unlikely to be as smooth as 
we have seen over the past five. In this 
context, we think a more diversified multi-
strategy approach can be beneficial to 
client portfolios; providing diversification 
benefits, volatility dampening and a return 
stream that is less correlated with risk 
assets. We believe such a strategy can also 
potentially provide some piece of mind 
to clients whose portfolios are largely 
dominated by equity risk.

Important Information: This document does not constitute an offer to anyone, or a solicitation by anyone, to subscribe for shares of Schroder GAIA (the “Company”). Nothing 
in this document should be construed as advice and is therefore not a recommendation to buy or sell shares. Subscriptions for shares of the Company can only be made on the 
basis of its latest Key Investor Information Document and 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. An investment in the Company entails risks, which are fully described 
in the prospectus. 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. The views and opinions contained herein are those of Dennis Kim and may not necessarily represent views expressed or reflected in other Schroders 
communications, strategies or funds. This document is issued by Schroder Investment Management Ltd., 31, Gresham Street, EC2V 7QA, who is authorised and regulated by the 
Financial Conduct Authority. SCH19891.

Risk Considerations: For your security, communications may be taped or monitored. Mortgage or asset-backed securities may not 
receive in full the amounts owed to them by underlying borrowers. The fund may be significantly invested in contingent convertible 
bonds. If the financial strength of a bond’s issuer (typically a bank or an insurance firm) falls in a prescribed way the bond may suffer 
substantial or total losses of capital. The counterparty to a derivative or other contractual agreement or synthetic financial product could 
become unable to honour its commitments to the fund, potentially creating a partial or total loss for the fund. A failure of a deposit 
institution or an issuer of a money market instrument could create losses. A decline in the financial health of an issuer could cause the 
value of its bonds to fall or become worthless. The fund can be exposed to different currencies. Changes in foreign exchange rates 
could create losses. A derivative may not perform as expected, and may create losses greater than the cost of the derivative. Emerging 
markets, and especially frontier markets, generally carry greater political, legal, counterparty and operational risk. Equity prices 
fluctuate daily, based on many factors including general, economic, industry or company news. The fund will take significant positions 
on companies involved in mergers, acquisitions, reorganizations and other corporate events, which may not turn out as expected and 
thus may cause significant losses. High yield bonds (normally lower rated or unrated) generally carry greater market, credit and liquidity 
risk. A rise in interest rates generally causes bond prices to fall. The fund uses derivatives for leverage, which makes it more sensitive 
to certain market or interest rate movements and may cause above-average volatility and risk of loss. In difficult market conditions, the 
fund may not be able to sell a security for full value or at all. This could affect performance and could cause the fund to defer or suspend 
redemptions of its shares. The fund allocates capital to multiple strategies managed by separate portfolio managers who will not 
coordinate investment decisions, which may result in either concentrated or offsetting risk exposures. Failures at service providers could 
lead to disruptions of fund operations or losses. The fund may take positions that seek to profit if the price of a security falls. A large rise 
in the price of the security may cause large losses.


