
The Schroder Flexible Retirement Fund (the ‘Fund’) is designed for individuals who are approaching 
the stage when they will transition into retirement and who require a fund solution that gives them the 
flexibility to take their pots as single lump sums or drawdown their assets over a period of time. 

The Fund combines an actively managed multi-asset portfolio and a systematic downside risk 
management overlay, in order to target an above inflation return while reducing the likelihood of 
significant loss.

The Fund aims to deliver a return of CPI + 2% per annum net of fees over a market cycle (typically 
three to five years) whilst also mitigating the risk of incurring a loss greater than 8% over any 
investment period.1

 
The manager uses two distinct but complementary investment approaches. 

The first is to build a diversified core portfolio which aims to generate returns in most market 
environments. With a focus on three different economic regimes that are likely to drive investment 
returns i.e. when economies are growing (Growth), when economies are shrinking (Defensive) and 
when inflation is higher than expected (Inflation). We identify and group investments that should 
perform well in each environment, such as equities for Growth. 

As shown in figure 1, the objective is to have approximately 40% of the fund’s risk being derived 
from Growth assets, 40% from Defensive assets and 20% from Inflation assets. The manager has 
discretion to vary the Fund’s exposure in order to take advantage of valuation opportunities, as well as 
to manage risk. 

Figure 1: Multi-asset growth portfolio (risk based allocation)

Source: Schroders, for illustration only. 
(Note that the risk allocation of the core portfolio above equates to approximately 20% of the capital of the Fund being invested 
into Growth assets, 50% into Defensive assets and 30% into Inflation assets.)

The Fund also adopts a second investment approach that seeks to limit the maximum loss an 
investor may experience. The core portfolio is built to deliver returns in most market environments; 
however in certain market conditions the core portfolio can experience losses greater than the stated 
target. A systematic risk management overlay is implemented to mitigate such losses. 

The manager monitors both the volatility of the core portfolio and the level of loss the fund has 
experienced from the previously achieved highest value; when volatility becomes excessive or as 
losses increase towards the maximum loss target of 8%, the level of risk in the fund is systematically 
reduced by moving assets from the core portfolio into cash (see figure 2). 
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This should reduce the chance of losses being greater than the target, but does not provide a 
guarantee, as the fund will never be 100% invested into cash. When markets stabilise and losses start 
to reduce, the cash can then be gradually invested back into the core portfolio. 

Figure 2: Exposure of fund during drawdown periods
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Flexibility at retirement
 – The solution does not presuppose that members will annuitise at retirement and allows them  

to cash in, or to continue to grow their savings pots, depending on their specific circumstances  
at the time.

Capital preservation
 – A solution that aims to insulate members against future potential market shocks. Given the limited 

timeframe to recover from large losses, this now has a higher priority than maximising returns.

 – The solution should still deliver a level of growth sufficient to combat the effect of inflation on future 
purchasing power. 

Performance target: CPI + 2% per annum net of fees over a market cycle

Loss target: Max loss 8% over any investment period

Ongoing charges (latest available): 0.30% per annum

 
For more information please visit our website: www.schroders.com/ukpensions

Important information: For professional investors only. Not suitable for retail clients. 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. Investments in smaller companies 
may be less liquid than in larger companies and price swings may therefore be greater than in larger company funds. 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. Potential investors in emerging 
markets should be aware that this can involve a higher degree of risk. Less developed markets are generally less well regulated than the UK, investments may be less liquid and 
there may be less reliable arrangements for trading and settlement of the underlying holdings. The fund may invest in higher-yielding, or non-investment grade, bonds. The risk of 
the issuer defaulting on the capital repayment is higher than with investment grade bonds. Higher yielding bonds may also have an increased potential to erode your capital sum 
than lower yielding bonds. The Fund targets specific outcomes and as a result its performance may differ significantly from that of the underlying multi-asset holdings. The Fund 
is not benchmarked and investors need to understand that during certain market environments (e.g. volatile upward trending markets) the Fund may underperform the underlying 
multi-asset holdings. The fund can use derivatives for investment purposes. The use of leverage can increase gains as well as losses and expose the strategy to increased risk. 
The use of derivatives and leverage involves a higher degree of risk and may lead to a higher volatility in the unit prices of the funds. These instruments can be more volatile than 
investment in equities or bonds. 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 return and maximum loss targets are investment objectives only and do not constitute guarantees. 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. This document contains outline, indicative terms for discussion purposes only and is not intended to provide the sole basis for evaluation of the instruments 
described. Terms are purely indicative and may change in line with market conditions. Any recipient of this document agrees that the appropriateness of any described structure 
to its particular situation will be independently determined, including consideration related to the legal, tax and other related aspects of any transaction. The material is not 
intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. The information and opinions and associated estimates 
and forecasts contained in this document have been obtained from or are based on sources believed by us to be reliable, but no responsibility can be accepted for error of fact 
or opinion. Schroders has expressed its own views and opinions in this presentation and these may change. This does not exclude or restrict any duty or liability that Schroder 
Pensions Management Limited (SPML) has to its customers under the Financial Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. 
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 in January 2015 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 the Prudential Regulation Authority. w46501
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Source: Schroders, for illustration only.


