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If there is anything in this document that you do not understand or if you are in any doubt as to what 
action to take, you should consult your professional adviser.

Notice of a meeting of Shareholders of the Schroder UK Absolute Target Fund is set out at the end 
of this document. The meeting is to be held at 9:00 a.m. on 18 March 2015 at 31 Gresham Street, 
London EC2V 7QA.

You are requested to complete and return the enclosed form of proxy in accordance with the 
instructions printed on it, in the prepaid envelope provided, to arrive no later than 9:00 a.m. on 16 
March 2015.

Copies of this document may be obtained from us by contacting Schroder Investor Services, PO Box 
1102, Chelmsford CM99 2XX (Tel: 0800 718 777 Fax: 0870 043 4080) or can be downloaded direct 
from our website www.schroders.co.uk/fundchanges. 

This document is important and requires  
your immediate attention
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ACD Schroder Unit Trusts Limited, as the authorised corporate 
director of the Schroder UK Absolute Target Fund;

COLL the Collective Investment Schemes Sourcebook, as 
amended from time to time and forming part of the FCA 
Rules;

Company Schroder Absolute Return Fund Company;

Depositary J.P. Morgan Europe Limited;

Effective Date 1 April 2015, assuming Shareholder approval is obtained at 
the meeting of Shareholders in the Schroder UK Absolute 
Target Fund, or if such approval is not achieved then 
the date of any Shareholder approval at any subsequent 
reconvened Shareholder meeting, or such subsequent 
date and time as may be agreed in writing between the 
Depositary and the Authorised Corporate Director;

Effective Time 12:00 a.m. on the Effective Date; 

Extraordinary 
Resolution

an extraordinary resolution of the Shareholders in the 
Schroder UK Absolute Target Fund required to approve the 
changes set out in this circular;

FCA the Financial Conduct Authority;

FCA Rules the FCA’s Handbook of Rules and Guidance;

High Water Mark the net asset value per Share at the end of the previous 
Performance Period in respect of which a performance fee 
was paid or payable:

Hurdle Rate The interest rate against which the performance of the 
Schroder European Absolute Target Fund is measured 
for the purpose of calculating the Performance Fee. The 
interest rate referred to is the 3 Month London Interbank 
Offer Rate (LIBOR) return and is solely used for the 
calculation of the Performance Fee. The Hurdle Rate for 
Share Classes denominated in Pounds Sterling is 3 Month 
Sterling LIBOR and the Hurdle Rate for Share Classes 
denominated in Euros is 3 Month Euro LIBOR; 

Share a share in the Schroder UK Absolute Target Fund;

Shareholder a holder of Shares in the Schroder UK Absolute Target 
Fund.

Glossary of terms
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Terms shall be as defined below or 
as defined in the prospectus of the 
Schroder UK Absolute Target Fund.
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Despatch circular to Shareholders 23 February 2015

Last date and time for receipt of forms 
of proxy 

9:00 a.m. on 16 March 2015 

Meeting of Shareholders  9:00 a.m. on 18 March 2015

If the Extraordinary Resolution is passed:

Effective Date 12:00 a.m. on 1 April 2015

Expected timetable for  
the proposed changes 
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Registered No. 04191730
31 Gresham Street
London
EC2V 7QA

Telephone: 0800 718 777 Fax: 0870 043 4080

Authorised and regulated by the Financial Conduct Authority (FCA).

23 February 2015

To the Shareholders of the Schroder UK Absolute Target Fund 

Dear Shareholder

Proposal for certain changes (including to the name and the investment objective and 
policy) to Schroder UK Absolute Target Fund (the Fund) (the Proposal)

We, Schroder Unit Trusts Limited, are writing to you as the ACD of the Fund to tell you of our Proposal to make certain 
changes to the Fund as detailed below. These amendments require the approval of Shareholders and you will be asked to 
approve them at an Extraordinary General Meeting of Shareholders to be held at 31 Gresham Street, London EC2V 7QA at 
9:00 am on 18 March 2015. 

The proposed changes are:
i) amending the Fund’s investment objective and policy;
ii) changing the Fund’s name;
iii) the introduction of a Hurdle Rate on the performance fee; and
iv) a change to the Fund’s P1 and P2 share class hedging strategy. 

If these changes are approved by the required majority at this meeting, they will be effective from 1 April 2015 (the Effective Date).

If you are a Shareholder seven days before the date of this Notice you will be entitled to vote at this meeting either in person 
or by completing the enclosed form of proxy and posting it to Schroder Administration Centre, DST, 15 Rolling Mill Road, 
Jarrow NE32 3DE, whether or not you intend to be present at the meeting. Please consider the Proposal carefully and return 
the enclosed form of proxy to us no later than 48 hours before the time of the meeting. 

The Notice convening the extraordinary general meeting of Shareholders in the Fund is set out in Appendix 2. Subject to the 
passing of the Extraordinary Resolution, the current Instrument of Incorporation and Prospectus of the Schroder Absolute 
Return Fund Company (the Company) will be amended and reissued.

The cost of the changes is detailed in Section 2 below entitled “Costs and expenses”. 

Schroder Unit Trusts Limited
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1. Proposed changes 

a) Investment Objective and Policy

We are proposing to change the focus of the Fund’s 
investment objective and policy from investing predominantly 
in UK to investing on a Pan-European basis. Consequently, 
if the change is approved by Shareholders, the Fund will 
predominantly invest in the shares of large and mid-sized 
European companies (including for the avoidance of 
doubt the UK). The Fund is currently restricted to investing 
predominantly in the shares of UK companies only. The 
Fund can currently, and will continue to be able to invest to a 
limited degree in bonds and other fixed income securities and 
in smaller companies.  Please see the comparison between 
the current and the proposed investment objective and policy 
set out in Appendix 1.

We believe that investment focus on UK companies is 
restricting the investment opportunities available to the Fund, 
particularly in an environment where share trading volumes 
are falling. As such this broadening of the Fund’s investment 
universe to include Pan-European companies will provide the 
investment manager with a more diverse range of investment 
opportunities and will enable the Fund to benefit from the 
greater liquidity available in these markets. This is particularly 
true of the mid-cap market in the UK where share trading 
volumes have been declining over recent years. There are 
also a number of European investment sectors that are not 
prominent in the UK market, e.g. luxury goods, automobiles 
and chemicals. Accessing these sectors will provide greater 
optionality in the terms of the management of the Fund when 
moving through the business cycle. The Fund’s risk profile 
will remain substantially the same in moving from investing 
predominantly in the UK to Pan-European shares.

b) Change in the name of the Fund

It is proposed that on the Effective Date, the Fund’s name 
will be changed from the Schroder UK Absolute Target 
Fund to the Schroder European Absolute Target Fund. The 
change of name reflects the change in the investment focus 
from the UK to Pan-European equity markets.

c) Performance Fee Methodology

The Fund currently applies a performance fee equal to 20 
per cent of the increase in the net asset value of each Share 
of the Fund in respect of each performance period, that 
being from 1 October to 30 September each year. For the 
performance fee to be payable in a performance period 
any previous underperformance needs to have been made 
good during the course of that performance period. 

It is proposed that a Hurdle Rate will be added to the 
methodology for calculating the performance fee which 
will require the Fund to achieve a specific minimum 
return above any increase in the share price before the 
performance fee is paid. As such, as from the Effective Date 
the Fund will be required to outperform the 3 Month London 
Interbank Offer Rate (LIBOR) over the relevant twelve month 
performance period before the performance fee becomes 
payable. For the share classes that are denominated in 
Sterling and Euros the Hurdle Rate will respectively be 3 
Month Sterling LIBOR and 3 Month Euro LIBOR. 

For the performance fee to be payable in a performance 
period the Fund will need first to make good any previous 
underperformance of the Hurdle Rate. The High Water Mark 
(the current performance measure that is used to ensure 
that a performance fee is only charged where the net asset 
value of the Fund has increased over the course of the 
Fund’s relevant performance period) will not be reset on 
the Effective Date. The Hurdle Rate will be effective for the 
Performance Period running from 1 October 2014 to 30 
September 2015. 

d) Hedged Share Classes

The base currency of the Fund is Pounds Sterling. The 
ACD has issued P1 and P2 Pounds Sterling denominated 
share classes and P1 and P2 Euro hedged denominated 
share classes. In doing so the ACD (as permitted by the 
Fund’s prospectus) has undertaken hedging transactions 
and, in particular, forward currency contracts, specifically to 
mitigate the exposure of Euro denominated Share classes 
to relative movements in the base currency.
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If the change of investment objective and policy is approved 
then the Fund will invest in Pan-European shares. Whilst the 
Fund’s base currency will remain as Pounds Sterling, the 
majority of the shares of the companies in which the Fund 
invests will be denominated in Euros and other European 
currencies (including Pounds Sterling). It is, therefore, 
proposed that on the Effective Date the Fund’s share 
class hedging strategy will be changed so that the Pounds 
Sterling denominated share classes will be hedged to the 
Euro and the Euro denominated hedged classes will not be 
currency hedged. As such the following will apply:

 (a)  If you are a currently holder of P1 or P2 Pounds 
Sterling accumulation shares, on the Effective 
Date these will be hedged against Euro currency 
movements and so become P1 or P2 Pounds 
Sterling hedged accumulation shares.

 (b)  If you are currently a holder of P1 or P2 Euro 
hedged accumulation shares, on the Effective Date 
these will no longer be hedged against currency 
movements. This is because the majority of the 
Fund’s portfolio of assets will now be denominated 
in Euros. 

The table below sets out the Fund’s current share classes 
and the proposed share class if Proposal is approved by 
Shareholders.

Current Share Classes Proposed Share Classes

Schroder UK Absolute 
Target Fund

Schroder European 
Absolute Target Fund

P1 Accumulation Sterling P1 Accumulation Sterling 
Hedged

P1 Accumulation Euro 
Hedged

P1 Accumulation Euro 

P2 Accumulation Sterling P2 Accumulation Sterling 
Hedged

P2 Accumulation Euro 
Hedged

P2 Accumulation Euro 

Please note that the costs of the hedging transactions will 
continue to be borne by the particular hedged currency 
share class. Any costs associated with hedging the Fund’s 
exposure to movements between Pounds Sterling and the 
Euro (e.g. arising from the purchase of forward currency 
contracts) will be borne by the particular hedged currency 
share class. The Fund’s hedging policy will seek to provide 
the necessary level of protection against adverse currency 
movements but there can be no guarantee that such 
protection will eliminate such risk. In the case of a net flow 
to or from the share classes hedging transactions may not 
be adjusted and reflected in the net asset value calculation 
of those share classes until one or more business days 
following the valuation point. Hedging will aim to provide the 
necessary level of protection against currency movements 
although this protection will not entirely eliminate such risk.

2. Costs and Expenses

The costs and expenses of the proposed changes including 
the costs of convening and holding the Shareholder 
meeting will be paid for by Schroder Unit Trusts Limited. 

Any costs incurred in respect of the restructuring of the 
portfolio of investments of the Schroder UK Absolute Target 
Fund from the current holdings which are primarily in UK 
large and medium sized companies to holdings primarily in 
European large and medium sized companies will be borne 
by the Fund. It is estimated that such costs will be less than 
50 basis points. 

 3. Consents and Approvals

The Depositary has confirmed in writing to the ACD that 
whilst making no recommendations nor offering any opinion 
on the fairness or merits of the proposed changes as such 
(which is a matter for each Shareholder), it consents to the 
references to it in this letter and the attached notice in the 
form and context in which they appear. 
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Implementation of the proposed changes is conditional 
upon passing of the Extraordinary Resolution. The FCA has 
confirmed that, subject to the passing of the Extraordinary 
Resolution, the changes in the Proposal will not affect the 
ongoing authorisation of the Fund. 

 4. Procedure 

The Notice convening the Extraordinary General Meeting of 
Shareholders in the Fund appears in Appendix 2 and sets 
out the proposed Extraordinary Resolution.  

Quorum and voting requirements

To be passed, the Extraordinary Resolution requires 
a majority in favour of not less than 75 per cent of the 
total number of votes validly cast at the meeting, so it is 
important that you exercise your right to vote. The quorum 
for the meeting is two Shareholders present in person or  
by proxy or in the case of a corporation by a duly  
authorised representative.

If a quorum is not present within 15 minutes after the time 
appointed for the start of the meeting, the meeting will be 
adjourned to a date not less than seven days following 
the meeting. Notice will be given of the adjourned meeting 
and, at that meeting, two Shareholders present in person 
or by proxy are required to constitute a quorum. However, 
this may be reduced to one Shareholder if a quorum is 
not present after a reasonable time. In the event of an 
adjourned meeting and unless instructions are received, 
forms of proxy or duly authorised representative (as 
applicable) received in respect of the first meeting will 
remain valid for the adjourned meeting.

The resolution will be proposed as an extraordinary 
resolution and must therefore be carried by a majority in 
favour of not less than 75 per cent of the total number 
of votes validly cast at the meeting. Persons who are 
Shareholders on the date seven days before the Notice is 
sent out, but excluding persons who are not Shareholders 
at the time of the relevant meeting, are entitled to vote. 
Once passed, the Extraordinary Resolution is binding on all 
Shareholders in the Schroder UK Absolute Target Return 
Fund whether or not they have voted, or if they have voted 

whether or not they have voted in favour of such Resolution, 
and shall be carried into effect accordingly.

In view of the importance of the Proposal the Chairman of 
the meeting will call for a poll to be taken in respect of the 
Extraordinary Resolution. On a poll, the voting rights for 
each Share are the proportion of the voting rights attached 
to all of the Shares in issue that the price of the Share bears 
to the aggregate price or prices of all of the Shares in issue 
at the date seven days before the notice of the meeting was 
sent out. A Shareholder is entitled to more than one vote on 
a poll and need not, if he votes, use all his votes or cast all 
the votes he uses in the same way.

Joint Holders

In the case of joint holders, the vote of the senior holder on 
the register who tenders a vote, whether in person or by 
proxy, shall be accepted to the exclusion of the votes of any 
other joint holders. Seniority is determined by the order in 
which the names stand on the register of Shareholders.

The ACD

The ACD is entitled to attend the meeting but shall not be 
entitled to vote or be counted in a quorum at the meeting, 
nor any adjournment. If the registered holder of any Shares is 
an associate of the ACD, that associate will only be entitled 
to exercise the voting rights in respect of those Shares if 
they are held by it jointly with or on behalf of a person who, 
if he himself was the sole registered Shareholder, would be 
entitled to vote, and from whom voting instructions have 
been received. Such associates of the ACD holding Shares 
are entitled to be counted in a quorum. 

The Chairman

The Depositary has nominated Paul Truscott or, failing him, 
Mike Champion, to be Chairman of the meeting and at any 
adjourned meeting. These nominees have indicated that, 
in view of the importance of the proposed Extraordinary 
Resolution, they will demand that a poll be taken. 

The procedure for the meeting to approve the proposed 
changes, and details of the various consents and a list of 
the documents relating to the Proposal which are available 
for inspection, are set out on the next page.
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5. Documents available for inspection

Copies of the following documents are available for 
inspection at our offices at 31 Gresham Street, London 
EC2V 7QA during normal business hours on weekdays 
(excluding bank holidays) until the date of the meeting or of 
any adjournment thereof:

 (a)  the Schroder Absolute Return Fund Company’s 
Instrument of Incorporation and Prospectus;

 (b)  the Schroder UK Absolute Target Fund’s Key 
investor information document (KIID) for each Share 
class including revised KIIDs which incorporate the 
proposed changes;

 (c)  the latest interim and annual short report and 
accounts for Schroder Absolute Return Fund 
Company; and

 (d)  the FCA’s Collective Investment Schemes 
Sourcebook.

6. Recommendation and action to be taken

We believe that the proposed changes are in the best 
interests of Shareholders and we recommend that you vote 
in favour of the Proposal. If the proposed changes are not 
approved by Shareholders of the Fund it will continue to be 
managed in its current form. Please note, however, that in 
these circumstances it is likely that we will review the on-
going position of the Fund in our wider fund range and this 
may lead to us proposing further changes in due course.

Before you make your decision, we recommend that you 
read the rest of this Proposal and, in particular, Appendix 2 
which contains the Notice of Meeting of Shareholders. 

The results of the vote will be published on 18 March 2015 
on our website at www.schroders.co.uk/fundchanges.

If you are unclear about any information provided or have 
any questions concerning the Proposal, please contact 
Schroder Investor Services on: 0800 718 777. For your 
security and to improve the quality of our service, calls may 
be recorded. Please be aware that we are not able to give 
you investment advice on the proposed changes. If you 
are uncertain as to how to respond to this document, you 
should consult your professional adviser.  

Whether or not you intend to be present at the meeting 
please complete and return the enclosed form of 
proxy in the prepaid envelope provided to Schroder 
Administration Centre, DST, 15 Rolling Mill Road, Jarrow 
NE32 3DE. It must arrive on or before 9:00 a.m. on 16 
March 2015. Return of the form of proxy will not preclude 
you from attending the meeting and voting in person if you 
so wish. In these circumstances, your form of proxy will be 
set aside and you should, if you wish, cast your votes when 
the poll is taken. 

Yours faithfully

Robin Stoakley

Director 
Schroder Unit Trusts Limited
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Appendix 1
Comparison of  
The Investment Objective and Policy

Current Objective and Policy Proposed Objective and Policy

The objective of the Fund is to achieve absolute returns 
through targeted investment strategies independent of UK 
market conditions or indices. The Fund will aim typically 
to deliver absolute (more than zero) returns over a rolling 
three-year period, although an absolute return performance 
is not guaranteed over this or longer periods of time and 
it may not achieve this objective. There is a risk to an 
investor’s capital. Investors may not get back the amount 
originally invested.

The ACD will seek to achieve its investment objective by 
investing predominantly in companies incorporated in the 
UK or in companies which derive a significant proportion 
of their revenues or profits from this country or which are 
primarily operating in this jurisdiction. Investments will 
be made predominantly in the equities of large or mid-
sized companies and other equity related transferable 
securities, such as preferred shares, debentures, warrants 
(not exceeding 5 per cent of the total assets of the Fund) 
and convertible securities or in derivatives thereof. This 
does not, however, preclude investment in a limited way 
in smaller companies. As the Fund has an absolute return 
objective it will not be managed against any index.

Whilst the Fund will mainly invest in equities, it may also 
invest in debt securities (such as bonds and notes of  
any maturity which are transferable securities), where this 
is deemed appropriate in the market conditions prevailing 
at that time. Any such securities will be rated investment 
grade by Moody’s or S&P, or if not rated, deemed by  
the investment manager to have at least an equivalent 
rating and will be issued by the UK government or 
companies incorporated in the UK or in companies which 
derive a predominant proportion of their revenues or profits 
from this country or which are principally operating in  
that jurisdiction. 

The Fund may also invest in short-term securities which 
are rated investment grade (such as certificates of 
deposit, bankers’ acceptances and commercial paper) for 
temporary defensive purposes.

The objective of the Fund is to achieve positive returns 
(greater than zero) over a rolling three-year period in all 
market conditions by investing in European equities. 
Positive returns are not guaranteed over this or longer 
periods of time and the Fund may not achieve this 
objective. There is a risk to an investor’s capital. Investors 
may not get back the amount originally invested.

The Fund seeks to take advantage of investment 
opportunities created by the fluctuations in economic 
activity in the European market. It will invest directly, 
or indirectly through derivatives, in the equities of large 
and medium sized companies that are headquartered in 
Europe, or who have material or critical operations within, 
or derive a significant proportion of their revenue from, 
Europe. This does not, however, preclude investment in 
a limited way in smaller companies. The Fund may also 
invest in bonds and other fixed income securities. 

The Fund may use derivative instruments for investment 
purposes as well as for  efficient management purposes 
(for further information please refer to Appendix II Section 
9 of the Prospectus). The Fund may have long and short 
positions (principally through contracts for differences) and 
may be net long or short when long and short positions 
are combined. The Fund may also use forward foreign 
exchange transactions, interest rate and government bond 
futures, and other exchange traded and off-exchange 
traded derivative contracts. Such derivative contracts have 
the potential to significantly increase the Fund’s risk profile. 

The Fund may at any time have more than 50 per cent of 
its holdings in cash or near cash.

The ACD employs a risk management process that seeks 
to control the volatility of Fund returns.
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Current Objective and Policy Proposed Objective and Policy

The Fund will seek to achieve its investment objective and 
policy through the use of various investment strategies 
including the use of derivatives to obtain long and synthetic 
short positions principally through contracts for differences. 
The Fund may also use forward foreign exchange 
transactions, interest rate and government bond futures, 
and other exchange traded and off exchange traded 
derivative contracts for the purposes of efficient portfolio 
management and/or meeting the investment objectives of 
the Fund. Such derivative contracts have the potential to 
significantly increase the Fund’s risk profile. 

The ACD employs a risk management process that seeks 
to control the volatility of Fund returns.

The Fund may at any time have substantial holdings in 
ancillary liquid assets. 
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NOTICE IS HEREBY GIVEN that a meeting of the 
Shareholders in the Schroder UK Absolute Target Fund 
(the Fund), a sub-fund of Schroder Absolute Return Fund 
Company (the ‘Company’), will be held at 31 Gresham 
Street, London, EC2V 7QA on 18 March 2015 at  
9:00 a.m. to consider and, if thought fit, to pass the 
following resolution which will be proposed as an 
Extraordinary Resolution:

Extraordinary Resolution 

THAT 

 (a)  the changes to the Fund set out in the Proposal 
letter dated 23 February 2015 from Schroder Unit 
Trusts Limited (the ACD) to the Shareholders of the 
Fund, be and are hereby approved; and

 (b)  the ACD and J.P. Morgan Europe Limited are 
hereby authorised and directed to do all things 
necessary to effect the Proposal and in connection 
therewith to make such amendments to the 
Instrument of Incorporation and Prospectus of the 
Company as they deem necessary to implement the 
changes approved in this Extraordinary Resolution. 

Robin Stoakley, Director 
Schroder Unit Trusts Limited, 31 Gresham Street 
London EC2V 7QA

23 February 2015

Notes

1.  A Shareholder entitled to attend and vote at the above 
meeting is entitled to appoint a proxy to attend and vote 
instead of him. A proxy need not also be a Shareholder.

2.  To be valid, a form of proxy and any power of attorney 
or other authority under which it is signed (or a notarially 
certified copy thereof) must be lodged with Schroder 
Administration Centre, DST, 15 Rolling Mill Road, 
Jarrow NE32 3DE, no later than 9.00 a.m. on 16 March 
2015. A form of proxy is enclosed.

3.  The quorum for the meeting is two Shareholders 
present in person or by proxy. The ACD may not vote 
or be counted in the quorum except in any case where 
the ACD holds Shares on behalf of or jointly with a 
person who, if himself the sole registered Shareholder, 
would be entitled to vote, and from whom the ACD has 
received voting instructions. 

4.  To be passed, an Extraordinary Resolution must be 
carried by a majority in favour of not less than 75% of 
the total number of votes validly cast at the meeting.

5.  At the meeting the vote will be taken by poll. On a poll, 
the voting rights for each Share are the proportion of 
the voting rights attached to all of the Shares in issue 
that the price of the Share bears to the aggregate price 
or prices of all of the Shares in issue at the date seven 
days before the notice of the meeting was sent out. A 
Shareholder entitled to more than one vote need not, 
if he votes, use all his votes or cast all votes he uses in 
the same way.

Appendix 2
Notice of Meeting of Shareholders
Schroder UK Absolute Target Fund
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Issued in February 2015 by Schroder Unit Trusts Limited, 31 Gresham Street, London EC2V 7QA. Authorised and regulated by the Financial Conduct Authority. w46590


