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Press Release 
 

Schroders’ LDI team launch five next- 
generation Synthetic Gilt Funds 

 

28 July 2011 

Schroders’ LDI team, which is one of the fastest growing in the industry, is today launching a range of 

five Liability Driven Investment (LDI) strategies that will provide an effective hedge of the interest rate 

and inflation risks within clients’ liabilities through the use of synthetic gilts.  

 

The new fund range is made up of five pooled vehicles; two providing Fixed Interest Gilt exposure and 

three providing Index Linked Gilt exposure.  Each fund targets cash flows with specific maturities and 

characteristics.  This ensures that the synthetic gilt exposures in the funds will closely match the 

liabilities covered both at outset and over the life of the strategy.  The new funds can be used 

separately or alongside the existing swap-based Matching Plus pooled fund range.   

 

Andrew Connell, Head of LDI, comments: 

“Traditional LDI hedging has been achieved through the swaps market.  However, as a result of the 

downturn in the economy and associated gilt issuance, most gilt yields are currently higher than the 

equivalent swap yield.  Over the last two years, segregated mandates have made increasing use of 

synthetic gilt instruments - gilt total return swaps and gilt repos - to gain access to liability coverage at 

more attractive yields.    

 

As a result of this fund launch, we can now provide pension scheme clients with gilt based liability 

coverage and deliver it through leveraged pooled vehicles, enabling our clients to access more 

attractive yields than currently available in the swaps market without having the increased governance 

burden of a segregated solution.” 

 

For further information, please contact 

Estelle Bibby, Institutional PR Manager :      +44 (0)20 7658 3431/ estelle.bibby@schroders.com 
Follow us on Twitter @SchroderPension 
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Notes to Editors 

For trade press only.  

To view the latest press releases from Schroders go to: http://ir.schroders.com/media 

Liability Driven Investment (LDI) 
  
Entering into derivate contracts introduces counterparty risk, the potential to incur a loss if the 
counterparty is unable to honour its obligations. This means clients are exposed to potential losses if a 
counterparty were to default on its obligation. We mitigate much of this risk by receiving collateral with 
a value at least equal to the exposure to each counterparty. Subject to minimum transaction limits, the 
level of collateral will be updated on each business day. However, in the event of a default, there 
would be a cost involved in liquidating and reinvesting. Liability hedging strategies may also be subject 
to basis risk between the valuation methodology applied to a pension scheme’s liabilities and that 
applied to the underlying swap contracts.   

Derivative contracts may involve a commitment to meet LIBOR-based payments on the underlying 
strategies. There is a risk that the assets of a pension scheme fail to deliver the returns needed to 
meet these payments which would result in a deterioration in the scheme’s funding level.  

Whilst hedging strategies are constructed to reflect the expected behaviour of pension fund liabilities, 
note that pension fund liabilities can only be estimated and as such there may be a divergence 
between the performance of the hedge and an individual scheme’s actual liabilities.  

Schroders plc 

Schroders is a global asset management company with £201.4 billion (EUR 
227.5 billion/$322.8 billion) under management as at 31 March 2011.   Our clients are major financial 
institutions including pension funds, banks and insurance companies, local and public authorities, 
governments, charities, high net worth individuals and retail investors.     

With one of the largest networks of offices of any dedicated asset management company, we operate 
from 32 offices in 25 countries across Europe, the Americas, Asia and the Middle East.  Globally we 
employ over 300 portfolio managers and analysts covering all the major investment markets.  We offer 
our clients a comprehensive range of products and services. 

Further information about Schroders can be found at www.schroders.com or on Schroders Talking 
Point www.schroders.com/talkingpoint.   

Issued by Schroder Investment Management Ltd, which is authorised and regulated by the Financial 
Services Authority.  For regular updates by e-mail please register online at www.schroders.com for our 
alerting service. 

 


