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To mark the evolution of our multi-asset investment business over the last 10 years 
we have, in association with Professional Pensions, conducted a survey of pensions’ 
professionals and market participants. We wanted to hear from you, the UK pensions 
industry, about your experiences of the past and expectations for the future in  
multi-asset investing.

Our world, as managers, clients and advisers is changing. Pressures on cost, regulatory 
demands placed on managers and schemes, shifting demographics, the maturing 
DB system demanding a new breed of investment strategies, the growth of efficient 
investment implementation techniques, along with a rapidly expanding, cost conscious  
DC pensions system, mean that more than ever we need to listen to the market in order  
to continue to deliver for our clients. 

The results of the survey have uncovered a variety of insights and calls to action for  
multi-asset managers and market participants.

 – Return maximisation remains a crucial objective but is tempered by the need to 
reduce risks. While this is intuitively appealing for pension schemes, particularly given 
current deficit levels, we must also consider that there is a proliferation of multi-asset 
strategies targeting a range of alternative outcomes. These play a variety of roles for 
both DB and DC pension schemes within de-risking plans or glide paths respectively 

 – The explosion in diversified growth funds (DGFs) over the past ten years has resulted 
in that label becoming a generic “catch-all” term for multi-asset strategies. Given the 
range of funds, strategies, implementation methods and outcomes available under 
that umbrella, the brand “DGF” now only serves to confuse

 – The cost of investing in multi-asset strategies is seen as both a benefit and a 
drawback. More work is needed to convince the market that multi-asset investing 
constitutes “value for money”

We hope you enjoy reading our report of the survey and we look forward to you joining  
us in shaping the future of multi-asset investing over the next 10 years.

“We wanted to hear from you, 
the UK pensions industry, 
about your experiences of the 
past and expectations for the 
future in multi-asset investing.”

Rosalind Keenan 
UK Institutional Business 
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Demographics:  
Who are the respondents?

 
There were 203 respondents  
to this survey.

Approximately two-thirds  
of respondents already use  
multi-asset.

30% of these respondent were 
Trustees, 29% were Investment 
Consultants and 17% were  
Pension Managers.

A third of respondents work with 
schemes over £1 billion, while 
another third work with schemes 
below £100 million.

Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

Do you 
use multi-
asset? 

Size 
of your 

scheme?
£100–

£300 Mn

£300–
£500 Mn

< £100 Mn

£500 Mn–
< £1 Bn

> £1 Bn
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What do you think the main objective should be for a multi-asset portfolio?

What features do you think are most important in a multi-asset manager?**

Multi-asset objectives

*For other, respondents were able to respond with a free text response and, therefore, answers varied. 
**Each respondent was able to select up to three options. 
Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

69%13%

11%

7%

Achieving real returns but with lower volatility than global equities

Achieving a positive return regardless of market direction

Other*

Providing protection in falling markets

Main
objectives

0% 10% 20% 30% 40% 50% 60% 70% 80%

Past performance

 Service and reporting

Manager selection capability

Team stability

Cost efficiency

Transparent investment process

Risk management capability
Tim Carr 
Multi-Asset Fund Manager

“Equities have seen 
a strong bull market. 
Therefore, it comes as  
no surprise that the 
emphasis has been on 
growth. As valuations  
are now stretched,  
multi-asset strategies  
will have to prepare for 
tougher markets.”
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Thoughts from Schroders

The results indicate that multi-asset strategies are selected more often as 
equity replacement strategies than for absolute return. This is likely due to 
the rapid growth of diversified growth funds (DGFs) which tend to target this 
objective. The benefits of diversification and asset allocation skill have clearly 
been a particular comfort to investors during the recovery from the financial 
crisis in 2008-09. It must be acknowledged that absolute return can be used 
within a multi-asset portfolio for diversification benefits. 

Given that the typical defined benefit pension scheme was running a deficit 
of nearly 40% in September*, we expect the focus on growth with lower 
volatility will remain. Albeit this will likely be with greater emphasis on downside 
protection, given the level of uncertainty and increased volatility in markets.  
This latter view is supported by more than three quarters of respondents to  
the survey.

The importance of asset allocation and the benefits of diversification in  
multi-asset portfolios remains. However, in seeking to achieve pension 
schemes’ objectives and in response to heightened volatility, we would expect 
to see more sophisticated techniques being employed for controlling risk in 
future. We are already seeing proprietary overlays that target specific levels  
of volatility providing the level of downside protection that investors need.

Multi-asset managers could work harder to educate trustees that multi-asset 
can serve schemes in more ways than one. While the benefits and role of risk 
controlled growth is clear for schemes, multi-asset solutions are also being 
used in a variety of ways to meet specific outcomes required by both defined 
benefit (DB) and defined contribution (DC) schemes. For example, in seeking to 
achieve wealth preservation, inflation protection, income and risk mitigation. 

Key findings

 – A clear majority of respondents believe that multi-asset portfolios should 
target real returns with lower volatility than global equities, or what we call 
“risk-controlled growth”

 – Only 13% felt “achieving a positive return regardless of market direction”, 
otherwise known as “absolute return”, should be the main objective

 – All respondents, across scheme sizes and roles shared similar priorities for 
the important features in a multi-asset manager:

 – Risk management capability, transparent investment process and cost 
efficiency were most important 

 – Past performance was considered least important 

69% of respondents 
believe that the main 
objective of multi- 
asset is to achieve  
real returns but with  
lower volatility than  
global equities

A quote from one 
respondent when 
choosing the important 
features of multi-asset 
solutions: “All these 
factors are important 
and there is very little 
difference in priority”

*Source: Schroders. Based on total assets and buyout liabilities and average asset allocation as at 31 March 2014 from the 
Pension Protection Fund’s “Purple Book” 2014. Assets and liabilities projected from 31 March 2014 to 30 September 2015 
using the following sources: asset returns: MSCI, FTSE, Barclays, Bloomberg, IPD and HFRI; gilt yields: Bank of England; all  
as of 30 September 2015.
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What is the minimum track record 
required for you to invest with a multi-
asset manager?

Over what time frame would you 
generally measure a multi-asset 
manager? 

How do clients  
approach selection? 

*Each respondent was able to select up to three options. 
Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

“Managers who have 
experienced the 
turbulence of volatile 
markets should have a 
more robust process to 
deal with future periods 
of uncertainty. It is very 
important that managers 
learn from mistakes and 
constantly evolve their 
processes. This can only 
come from managing 
multi-asset portfolios over 
a long period of time.”

What do you think are the key drawbacks to multi-asset investing?*

Tim Horne 
DC Investment  
Solutions Manager

3 - 5 years
More than 5 years

1 - 2 years
Less than a year

Track
record

17%

16%
6%

62%

3 months

1 year

3 years

5 years and more

Time
frames

54%

28%

4%

14%

0% 10% 20% 30% 40% 50% 60%

Lack of flexibility

Too much product choice

Capacity constraints

Poor risk management

Risk of fund manager departure

Lack of comparability

Opaque investment processes

Cost
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Thoughts from Schroders

A large number of respondents need the comfort of a longer track record when 
choosing a manager. This is to be expected given the huge impact that the 
financial crisis had on growth assets and pension scheme funding levels. Investors 
need assurance that their multi-asset manager has learnt from the experience 
of challenging market conditions and can demonstrate expertise and success 
throughout the cycle.

The results show a disjuncture between the minimum length of track record 
required before investing and the time afforded to a manager to demonstrate 
success once in place. Experience tells us that in order to demonstrate the full 
value gained through dynamic asset allocation and downside protection strategies 
that multi-asset managers be evaluated over the course of a full market cycle. 

We understand the cost concerns and issues associated with multi-asset 
solutions, particularly in the light of the new charge cap introduced for UK DC 
defaults this year. However, a bargain in terms of costs may turn out to be less 
of a bargain if the fee budget cannot accommodate the tools needed to achieve 
the desired outcome. It is clear from the responses that explaining the investment 
process is crucial to winning over investors in multi asset portfolios. Managers 
need to work harder on that. 

A final comment on lack of comparability as a drawback to multi-asset investing. 
Unlike sector-specific funds, multi-asset products often are not benchmarked to a 
particular index and can be difficult to compare with their peers when it comes to 
past performance. We believe it is important for clients to not only focus on return 
but also match your choice of multi-asset funds with your appetite for risk.

Key findings

Track record

 – More than three quarters of 
respondents require a track record 
of greater than three years before 
investing in a multi-asset manager

 – Just 6% would consider investing 
in a brand new strategy (less than 
one year track record)

Success

 – Just over 28% are willing to give 
managers five years or more 
before evaluating success

Drawbacks

All respondents shared similar 
concerns on the drawbacks

 – Cost, opaque investment 
processes and a lack of 
comparability 

 – Those respondents that do  
not yet invest in multi-asset 
demonstrated greater concern 
than those already invested 
around cost and risk management

 – Capacity constraints represented 
a greater concern for those 
invested than those not

3 months

1 year

3 years

5 years and more

Time
frames

54%

28%

4%

14%

82% of respondents 
would prefer to 
measure a multi-asset 
manager’s success 
over a  market cycle 
(3-5 years) or longer

The introduction of the 
legal obligation to show 
the Ongoing Charge 
Figure (OCF) in order to 
demonstrate the cost 
of investing in a fund, 
including any underlying 
third party manager 
costs, allows investors 
to fairly compare fees 
across managers.
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*Each respondent was able to select up to three options  
Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

What are the expectations  
for multi-asset? 

80%

59%

50%

39%

29%

15%

Efficient access 
to markets

Market timing

Manager selection 

Inflation protection

Downside protection

Asset allocation 79% of respondents rated 
their current manager as good

50% of respondents rated their 
current manager as average to poor

70% of respondents rated their 
current manager as good

57% of respondents rated their 
current manager as average to poor

58% of respondents rated their 
current manager as average to poor

68% of respondents rated their 
current manager as average to poor

Where do multi-asset users 
think multi-asset managers 
can add value?*

How do multi-asset users rate 
their manager’s ability to 
add value?*

vs

Mark Humphreys 
Head of UK Strategic 
Solutions 

“Most DB pension 
schemes still need 
returns in excess of their 
inflation linked liabilities 
to close deficits. DC 
members need assets 
to grow well ahead of 
inflation. Achieving this in 
a cost effective way while 
controlling risk remains the 
key challenge to  
multi-asset funds.”
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Where do non multi-asset users think that multi-asset managers can add value?

Key findings

 – Asset allocation is clearly the area in which respondents felt multi-asset 
managers can and do add value

 – Just 15% of multi-asset investors believe managers can add the most 
value in inflation protection. The ability of managers to add value is rated 
only as average

 – Respondents trust in the implementation ability of multi-asset managers, 
with “efficient access to markets” scoring highly

 – A large proportion of investment consultants downside protection is a key 
area where managers can add value, yet the majority only rate managers 
average or below average in demonstrating this ability

 – The non multi-asset users and users shared similar views on areas they 
believe a multi-asset manager can add the most value. Although downside 
protection received a lower proportion of votes from non multi-asset users 
relative to user respondents

0% 10% 20% 30% 40% 50% 60% 70% 80%

Other

Inflation protection

Market timing

Manager selection

Efficient access to markets

Downside protection

Asset allocation

Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.
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Thoughts from Schroders

A large majority of all respondents believe asset allocation, rather than manager 
selection, is where managers can add most value. This is comforting given 
earlier results show that just 30% of respondents believe “manager selection 
capability” is most important for a multi-asset manager. Many studies confirm 
the significant benefits of effective asset allocation. However, we consider that 
multi asset managers’ skills go beyond asset allocation. Timing and access to 
sophisticated investment tools and implementation methods are also crucial, 
we would argue. 

Efficient access to markets and cost efficiency were selected by respondents 
as key areas multi-asset managers can add value. Both are themes (and 
challenges) multi-asset managers have focused on improving in more recent 
times. One example of the industry’s answer to these is the use of strategies 
that fall under the broad title of “smart beta” or “advanced beta”. It can provide 
a means of accessing exposure to investment styles that can aid diversification, 
enhance return potential and increase portfolio efficiency. When considering 
individual allocations to smart beta, it is important for investors to carefully 
consider their overall portfolio structure, the risks and exposures embedded. 
Diversifying exposure across a range of smart beta factors within a multi-
asset portfolio can provide a better answer for investors and requires an 
understanding of their performance characteristics and in-depth analysis  
of their investment individualities.

Inflation protection, is clearly an area where the market feels managers can 
perform better. Yet achieving returns above inflation is cited by respondents as 
the chosen objective for multi-asset strategies. Clearly multi-asset managers 
are not currently living up to expectations. We think an approach designed to 
generate real returns needs to hold a mix of assets chosen for their inflation-
beating qualities, while also being dynamically managed so that the portfolio 
can be adjusted for the prevailing environment.
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What is the future for  
multi-asset? 

“Our clients recognise our 
ability to express views 
dynamically and to access 
market opportunities cost 
effectively. They expect us 
to continuously develop 
and innovate our multi 
asset solutions, whilst also 
protecting them through 
the associated complexity 
of changing market 
environments.”

Geoff Cheetham 
Head of Institutional Clients

0% 10% 20% 30% 40% 50% 60%

Equities

Alternatives

Fixed income/Bonds (including 
liability-driven investments)

Multi-asset solutions (including DGF)

Where do you expect to increase your investments over the next three years?

Only 25% of those who do not 
currently use multi-asset expect to 
allocate to a multi-asset manager 
over the next 18 months.

Over 50% of multi-asset users 
expect to allocate to a second or 
more multi-asset manager(s) over 
the next 18 months

Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

Key findings

 – A clear majority of current multi-asset users expected to increase their 
multi-asset allocation over the next three years

 – A large proportion of multi-asset users expect to increase their investments 
to alternatives over the next three years

 – Over half of the non multi-asset users said that they would allocate to 
bonds over the next three years

 – An overwhelming majority of consultants who don’t currently use a  
multi-asset manager said they would expect to allocate to multi-asset in 
the next 18 months
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Thoughts from Schroders

While the majority of respondents expect to increase their allocation to multi-asset 
solutions over the next three years, we saw that some still expected to increase 
their allocation to equities. 

It was interesting that so many non multi-asset users were ready to allocate to 
bonds over the next three years, despite the general consensus that we are at the 
top of a bull market in fixed income. We can only assume that this is explained by 
the greater use of de-risking strategies. In the past, this may have meant moving 
to fixed income strategies but multi-asset can replace what used to be the low 
risk part of portfolios to avoid the inefficiencies and restrictions of solely using fixed 
income strategies as sources of return. 

Multi-asset asset allocators should be able to deliver objectives more consistently 
by exploiting a more diversified source of excess returns while also balancing 
volatility. We believe the market for this type of strategy could grow as yields rise, 
funding levels become more secure and schemes require something to navigate 
the changing market environments.

It is not surprising to see that some of our respondents are considering increasing 
their allocation to alternatives. There has been much discussion in the UK 
pensions industry about not only individual alternative asset classes but diversified 
alternatives funds (the multi-asset approach) as well. While these funds currently 
in the market have not enjoyed the same popularity as DGFs, we have seen more 
diversified alternatives funds being launched by asset managers this year and do 
expect this market to continue to grow. There are many different reasons why a 
pension scheme could benefit from allocating to these strategies. However, the 
key here is to truly understand the drivers of return, underlying allocations and 
how they add value to your overall portfolio. To be complimentary to a portfolio, a 
manager needs to take in account things such as illiquidity, beta to equities, return 
enhancers, as well as distinguishing between real and superficial diversification. 
The alternatives universe and the ways in which to access them are expanding. 
We suspect that, rather than allocating directly to specific alternatives, it might  
be better for investors to allow a multi-asset manager to do it for them.
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0% 5% 10% 15% 20% 25% 30% 35% 40%

The management 
of de–risking strategy**

The matching portfolio

The growth portfolio

None of the above

Multi-asset users Non users of multi-asset

How important will ESG be to you if/when making multi-asset investments 
in the future? 

Which of the following components would you consider giving total discretion 
to an asset manager or investment consultant to fully manage?*

Not important

Important
Very importantImportance 

of ESG

46%

42%

12%

*Respondents were asked to select all that apply. 
**The management of a “flight path” or “journey plan” de-risking strategy.  
Source: Survey undertaken by Professional Pensions on behalf of Schroders, 203 responses, Q3 2015.

“The findings confirm that 
these are issues of growing 
significance for clients. 
Going forward investors  
will have to be more 
explicit in how ESG risks 
and factors impact their 
decision making.”

Jessica Ground 
Global Head of Stewardship
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Multi Asset Survey Infographic

Your views on multi-asset managersAbout the survey

69% say that the objective of a 
multi-asset manager should be real 
returns with lower volatility than equities

Looking to the future >>

18 months 3 years Beyond...

Over 50% expect 
to appoint an additional 
multi-asset manager

Almost 60%
of all respondents 
believe their multi-asset 
allocation will increase

Almost 60% 
believe ESG will 
become an important 
factor for multi-asset 
investments82% would prefer to measure a 

multi-asset manager’s success over a 
market cycle (3-5 years) or longer
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50% 
rate their multi-asset manager as 
average to poor for downside protection 
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rate their multi-asset manager as 
average to poor for inflation protection 

82% 
of trustees rate their multi-asset 
manager good for asset allocation 
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Professional
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respondents



We focus

Schroders’ multi-asset investment and portfolio solutions 
team designs, implements and manages strategies aimed 
at meeting specific investor needs and outcomes.

Our investment approach is simple, flexible and transparent, 
allowing investors to understand how, where and why we 
are taking (or reducing) risk in order to meet their objectives.

To find out more contact: Rosalind Keenan 
at Rosalind.Keenan@Schroders.com or  
Claire Glennon at Claire.Glennon@Schroders.com

For professional investors only, not suitable for retail clients. The document is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument, nor is it intended to provide advice of any kind. 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. Issued in November 2015 by Schroder Investment Management Limited, 31 Gresham Street, London EC2V 7QA. Registered No: 1893220 
England. Authorised and regulated by the Financial Conduct Authority. For your security, communications may be taped or monitored.w47055

www.schroders.com/ukpensions

on outcomes:
– wealth preservation

– risk-controlled growth

– income

– inflation protection

– risk mitigation
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Contact us
Rosalind Keenan
UK Institutional Business 
Tel: +44 20 7658 6297
Email: Rosalind.Keenan@Schroders.com

Claire Glennon
UK Institutional Business 
Tel: +44 20 7658 4366
Email: Claire.Glennon@Schroders.com

@SchroderPension


