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EDITORIAL

And much as I would like to announce in one of the 
upcoming editions of EXPERT that we have 
15 figures in assets under management, we are still 
just short of that, but we are working on it. But let’s 
let the zeros be zeros for the time being ...

If you want to attempt to describe 2016 in a word, 
the word “turbulent” is certainly high on the list. 
From negative interest rates in Japan to Brexit to 
Trump – 2016 will be remembered as a year of 
turning points. At Schroders, we too have taken 
a number of important forward-looking decisions. 
Since April our new Group Chief Executive, Peter 
Harrison, has been managing the fortunes of the 
company, and it is already possible to boast: with 
extraordinary success.

We are expanding our strategy for digitisation and, 
at the same time, pursuing new paths into the 
future with tactical commitments. We are integrating 
the asset management of the Hoare Bank in London, 
which has been in existence since 1672 and are 
more than keeping up with current developments by 
leveraging data and information as a “global currency 
of the future”. What’s more, we are leading the way 
with foresight: We combine human imagination, 
investment competency and big data to create 
something new and even greater, as Mark Ainsworth 
and Ben Wicks lay out impressively in the cover 
story of this EXPERT.

Let me come back to the 15 zeros: Measured in 
bytes, a petabyte has exactly 15 zeros. And roughly 
21 petabytes is the amount of data our new partner 
Two Sigma have. Their Big Data Fund is available in 
the UCITS umbrella. With Schroder GAIA Two 

Sigma Diversified, Schroders once again 
demonstrates its innovative capacity, strengthens its 
position as a digital pioneer and already today 
supplements traditional asset management with 
tomorrow’s scientific methods. You will find all the 
important information in the interview with the senior 
fund manager Geoff Duncombe starting on page 22.

I have every reason to be optimistic in 2017 not just 
because of new multi-asset and bond solutions 
such as Schroder ISF1 Global Multi Credit2 and 
Schroder ISF Global Credit Income2 that we present 
starting on page 26. These can provide your 
customers with answers regarding sustained low 
interest rates. I am also optimistic because at 
Schroders we can count on all of you as our 
partners. And because we will do everything we 
can to meet your expectations, and certainly even 
surpass them now and again. 

Warm regards,

Trusted heritage,  
advanced thinking –  
and 15 zeros

1 Schroder International Selection fund is referred to as 
Schroder ISF. 

2 Please note that the Schroder ISF Global Multi Credit 
and Schroder ISF Global Credit Income fund is not 
registered for distribution in Iceland.
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+ + +  A formula for multi-asset success from “down under” arrives in Europe  + + +

Schroders is reinforcing its positions in private 
banking and in high tech – software for brokers – by 
adding two major new exposures. 
In October 2016, Schroders took 
over the private banking business 
of C. Hoare & Co. and in so doing 
absorbed some GBP 2.2. billion 
(figures as at the end of June 
2016) of high-quality mandates 
into its own private banking arm, 
Cazenove Capital. C. Hoare & Co. 
is the oldest bank in the UK and the fourth-oldest in the 
world. Founded in the 17th century, its distinguished 
clients have included Samuel Pepys, Jane Austen  

With Schroder ISF Global Target Return1 Schroders 
is now bringing an Australian multi-asset strategy 
with an eight-year track record of success to 
Europe. The fund, available in a UCITS wrapper since  
7  December 2016 (A USD, acc., 
LU1516354237) aims to generate 
a return of LIBOR plus 5 % 
(three months, US dollar) over 
any given three-year period. 
Managed actively with a total 
return approach not tied to any 
benchmark index, it enables 
any investment team to invest in 
both growth-oriented and defensive asset classes 
with a high degree of conviction. Diversifying 
elements are always given a great deal of 
attention. Johanna Kyrklund, Global Head of  
Multi-Asset, hailed the rollout of the fund, saying: “The 

and Lord Byron. The takeover is expected to be 
completed in the first quarter of 2017. The second 

strategic move has been to 
acquire a stake in Benchmark 
Capital, a tech pioneer in the 
south-east of England. Founded 
in 2003, the firm’s core business 
is the development of software 
for investment advisors to use in 
sophisticated asset management. 

“Private client business in the UK is  
of great strategic importance to Schroders, and this 
expansion of our presence is a major step for us”, said 
Peter Harrison, Schroders’ Group Chief Executive.

tried and tested Schroder Real Return investment 
process has enabled the team to produce really 
good results for our clients in Australia. I’m very glad 
we can now make this strategy available in other 

markets as well.” On 14 December 
2016, the Schroder ISF Multi-
Asset Total Return1 (A USD, acc., 
LU1520997112) was launched. 
The fund aims to achieve capital 
growth and gross returns of three-
month LIBOR (US dollar) plus 4 % 
over rolling three-year periods. 
The investment team is seeking to 

achieve both in a diversified range of markets and 
asset classes worldwide, by means of direct or indirect 
(via investment funds and derivatives) exposures  
to equities, bonds, commodities and currencies.

1 Please note that the Schroder ISF Global Target Return and Schroder ISF Multi-Asset Total Return is not registered for 
distribution in Iceland.
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+ + +  Digitalisation makes winners  + + +

+ + +  More awards for Schroders and its fund solutions  + + +

Achieving more with brainpower – the principle on 
which our information and advice platform incomeIQ 
(schroders.de/incomeiq) operates – paid off this year, 
and not just for advisors or in fruitful discussions 
with clients: it was thanks to the success of this 
innovation that Schroders walked off with the prize 
for the best European campaign of the year at 
the high-profile Funds Europe Awards in London 
in November. And there was more – for the much-

Schroders’ solutions are winners too: our flagship 
strategy for convertible bonds, the Schroder ISF 
Global Convertible Bond (A acc.)1, won the Thomson 
Reuters Lipper Award in the Fixed Income category. 
At Investment Europe’s “Fund Manager of the Year”  
awards, Patrick Vogel’s Schroder ISF EURO 
Corporate Bond1 won in the Corporate Bond class, 
while Schroder ISF Middle East1 got an honourable 
mention in Frontier Markets. Schroders did well in 
the 2017 Feri Awards, awards, too: awards for the 
best funds in Asia ex-Japan went to Schroder ISF 

coveted title of Digital Brand of the Year went to 
Schroders, too. Among other international prizes 
won by incomeIQ were those awarded by Investment 
Week, while Citywire classed our Schroder Global 
Investor Study communication as “excellent”and the 
best international campaign, also awarding it the 
prize for maximum effectiveness (find out more at 
http://bit.ly/2gC2FxT).

Emerging Asia1 and Schroder ISF Asian Opportunities. 
The title of best fund for emerging country equities 
was won by Schroder ISF Emerging Europe1, while 
Schroders itself was voted best asset manager for 
this type of security.

SCHRODERS’ NEWS

1 Please note that: Schroder ISF Global 
Convertible Bond, Schroder ISF Euro 
Corporate Bond, Schroder ISF Middle East, 
Schroder ISF Emerging Asia and Schroder ISF 
Emerging Europe are not registered for 
distribution in Iceland.
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The process of collecting and analysing data has undergone a revolution in the 
space of a generation. No longer is it sufficient for investors to be proficient in 
teasing trends and investible insights from familiar information like trading 
figures, market shares and economic updates. A whole mass of new numbers, 
from Twitter trends to real-time electricity use and demographic data, now 
floods in and can be manipulated in ways unheard of 30 years ago. If investors 
want to stay ahead of the game, they need to be able to channel this deluge and 
harness its power to generate alpha in new ways.

T o do so successfully, we argue, 
requires an understanding of what 
data can do for investors, what 

needs to be done to it to make it useful 
and who is equipped to do it. Just as 
important, however, is an understanding 
of its limitations and why data science 
can never replace the thinking and 
skills of a  good portfolio manager. 
Those who can marry industrial-scale 
data processing with tried and tested 

FE ATURES |  B IG DATA

Harnessing the data deluge
How asset managers and  
their clients can benefit from  
the data science revolution

investment expertise will emerge as 
winners.
In investment management, much has 
been written about the technical skills 
needed by effective investors. Much less 
has been said about the importance of 
effective data science and knowledge 
management. And there has been 
next to no discussion as to how to 
forge an effective relationship between 
data science and the requisite expert 
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judgement and thought processes that 
underpin good long-term investing. This 
is surprising, because all investment 
decisions start with information.
When we speak of information here 
we mean far more than market data or 
accounting data. Rather we are referring 
to large and “alternative” datasets that 
may be only poorly configured for 
financial market analysis, or not at 
all. Much of this is often thought of as 
“Big Data”. The dramatic increases in 
computer processing power, storage 
capacity and information mean that the 
amount of data that could be interpreted 
by an analyst or fund manager is 
growing at an exponential rate, and in 
a  thoroughly unstructured fashion. At 
the same time, a cadre of data science 
professionals is rapidly emerging and 
fashioning the necessary techniques 
to process the data. The tools available 
to these scientists are changing 

at a  similar pace: traditional linear 
computational processes are rapidly 
being overshadowed by the newer 
techniques required to illuminate these 
much larger bodies of data in scale and 
at speed.

These developments pose disruptive 
challenges to the investment industry. But 
they also provide a major opportunity for 
adaptive, well-structured organisations. 
The investment management industry 

is, at heart, a data processing industry: 
taking in data about companies, 
industries and economies, processing it 
and producing portfolios of investments 
as a  result. We argue that those who 
can embrace and exploit the revolution 
in data processing, and harness it 
to existing investment philosophies 
and skilled human capital, will be the 
successful long-term fund managers of 
the future.

Mark Ainsworth joined Schroders 
in 2014 as Head of Data Insights. 
His team support the investment 
desks both by providing expertise 
in data science techniques 
(machine learning, big data, etc.) 
and by acquiring and analysing 
unconventional datasets. Mark’s 
previous positions include being 
a Site Research Analysis Manager 
at Tesco, the Race Strategy 
Analyst at Mclaren F1, and an 
Operational Research Consultant 
for British Airways. He holds 
a  MSc in Operational Research 
from Southampton University and 
a MA in Experimental Psychology 
from Oxford University.

Ben Wicks is a Portfolio Manager 
on the Global and International 
Equity Team. Ben also provides 
strategic input to the firm in the 
field of research innovation. Ben 
initially joined Schroders in 1999 
as a  graduate. From 2000 Ben 
was an analyst with the Pan 
European research team. He later 
became a global basic materials 
sector specialist and spent time 
working as an EAFE portfolio 
manager. Ben lef t in 2005 to 
work for the UK Government 
as a  senior analyst conducting 
geopolitical risk analysis before 
re-joining Schroders. He holds BA 
(Hons) from Oxford University in 
History and Modern Languages.

BEN WICKS  

PORTFOLIO MANAGER &  

RESEARCH INNOVATION  

STRATEGIST 

MARK AINSWORTH  

HEAD OF DATA INSIGHTS
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Big Data –  
where did it come from?
A widely used definition of Big Data is 
a  dataset too big to analyse with one 
computer on its own. It is a  label that 
has emerged alongside the rise in open-
source technologies for processing and 
analysing data in parallel across multiple 
computers. These new technologies 
work on standard desk-top computers, 
in contrast to the very specialist 
machines used by IBM, Oracle, Teradata 
and the like. (For more on this, see 
under “Technology” below.)

A consequence of these advances 
is that the computational barrier to 
working with very large quantities of 
data has been dramatically lowered. 
A  cluster of one hundred servers in 
Amazon’s cloud can now be hired on 
demand to process billions of rows of 
data in a  matter of hours. This opens 
up vast new research capabilities to 

custodians of very large datasets, which 
may previously have been difficult or 
impossible to process and analyse 
due to the need to rely on conventional 
corporate databases.

This development has coincided 
with the realisation that the huge 
amount of data that accumulates 
from transactional websites, social 
networks and mobile devices can, 
with ingenuity and advanced analytical 
techniques, answer questions that were 
not anticipated when the data was 
originally gathered. And because these 
data sets were not constructed for such 
analysis (e.g. the contents of tweets by 
members of the public), “Big Data” is 
associated with the idea of unstructured  
data.

This common lack of structure, and 
the unhitching of analytical techniques 
from the world of traditional paid-for 
enterprise tools, means Big Data is often 

analysed by a  different set of people 
from those in existing IT or business 
analytical teams. These specialists, 
predominantly with a  background in 
computer science, are labelled “data 
scientists”.

In this paper we will often refer to 
“alternative data”. Alternative data is an 
umbrella term for the many and various 
types of data that are not already part 
of the core currency of investment 
research. This means alternative data 
is, broadly, everything that is not 
company accounts, security prices or 
economic information. It includes web-
traffic or geo-locational data (that is, 
information about where in the world 
things are happening), for example. 
Some of this is Big Data. Plenty of it 
is smaller but equally messy data. And 
most of it has simply not previously 
been available for use by the investment  
world.

uu
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 Examples of exploitable datasets 

Open-source-data 
This is freely available and of ten 
published by scientif ic bodies and 
governments. The US Food and 
Drug Administration’s Adverse Event 
Reporting System, which is a massive 
database used for recording safety 
concerns, is an example of open-
source web-based data. Data scientists 
are able to interrogate such data 
instantaneously, exploring it with an 
agility that is simply beyond the reach 
of standard web browser/spreadsheet 
approaches. Such data varies in 
availability by country, but as part of 
what might be termed the “open data” 
movement there is a  general trend 
across the globe  – even in emerging 
markets  – to increase the amount of 
data that is publicly available.

Geospatial data 
This combines mapping analysis with 
statistical and demographic data. It can 
be used to assess expansion plans, 
mergers and acquisitions, or competitive 
positioning at a  very local level. For 
example, when the UK’s second- 
and third-largest betting shop chains 
(Ladbrokes and Gala Coral respectively) 
announced plans to merge, the deal was 
subject to a probe by the UK competition 
authorities. Speculation ranged widely 
about how many shops would need 
to be sold to pass the review. There 
was a  clear investment advantage to 

gaining a  more accurate estimate. We 
were able to map the two companies’ 
store locations, along with those of their 
competitors, and apply the conditions 
that the authorities might impose, as 
Figure 1 shows. On the left is an example 
of the sort of large-scale map we could 
analyse to initially identify problem 
areas, before zeroing-in on particular 
store overlaps, as shown in the map on 
the right. The result was intelligence that 
gave us a  clear edge in assessing the 
deal.

Brand sentiment 
Intangible assets such as brand can 
also be analysed by data scientists who 
can then develop tools for analysing and 
tracking changes in a brand’s health,and 
how it is faring against its competitors. 
By analysing web-based activ ity 
trends, amongst other information, data 
scientists can build a  real-time picture 
of a  brand’s health. This can be done 
regionally or globally and is valuable for 
assessing the success of both current 
corporate strategies and the prospects 
for entry into new markets.

Web-based content 
What is being written on the internet, 
whether in the media or via social 
networks and forum discussions, can 
be a  rich seam of data. Such data can 
be exploited to monitor awareness 
levels and attitudes towards a company, 
product or concept, and in particular to 
detect inflection points in perception 

that might otherwise go unnoticed until 
witnessed retrospectively in company 
results.

Micro data: 
forecasting particular reporting lines 
Tracking precise data on a  particular 
product  – say, isolating the usage of 
a  specific mobile app from a  global 
dataset of app download activity – can 
yield powerful material for determining 
revenue forecasts for that particular 
activity. This reduces the margin of error 
in forecasting near-term results for the 
business as a  whole. But the granular 
data available within such datasets will 
also enable useful conclusions to be 
drawn for the longer-term, when cross-
referenced with other information about 
company strategy and local consumer 
behaviour.

Macro data: 
understanding trade and events 
Applying natural language processing 
techniques to large datasets of news 
and events can help in the development 
of regional indices of events, such as 
for bankruptcies, or to work out the 
correlation of different entities to event 
risk. Used in conjunction with large 
live datasets of global trading activity, 
such information can help us better 
understand the global economic picture 
and the relative exposure of different 
investments. Here, the data allows 
the investor to be better positioned to 
understand and manage risk.

uu
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FIGURE 1: SECOND GUESSING THE COMPETITION AUTHORITIES WITH BIG DATA

Source: Schroders, as of June 2015.



What is a data scientist?
The rise of the term data scientist 
has followed the rise of Big Data as 
a  buzzword. We can illustrate this, 
appropriately enough, with analysis of 
some Big Data; in this case the volumes 
of searches submitted to Google using 
these terms (Figure 2).

For our purposes, a  data scientist 
appl ies the scienti f ic  method to 
practical business questions. The 
raw mater ial for this process is 
increasingly dominated by (but by no 
means limited to) the digital data that 
is the natural by-product of almost 
any modern business activity, and 
lies at the heart of digital businesses 
such as e-commerce or technology  
firms.

One classic application of data 
science is “recommender engines”, 
such as those that suggest products 
you might want to buy on Amazon 
or films you might enjoy watching on 

Netflix. The algorithms that power these 
recommender engines are complex 
and thoroughly hard to execute in 
bulk. Indeed, the amount of data is 
such that it certainly cannot fit  into 
the memory of a  single computer, 
making it Big Data under our earlier 
def init ion. Recommender engines 
are practical expressions of effective 
scientif ic theories. Such theories, if 
formulated successfully, can hugely 
enrich and improve the performance of 
any business that builds them into its 
operations.

Data science is not as new as it 
seems. Analysts were doing the same 
sorts of things in past decades, but 
with less data. Such people would have 
once been called statisticians or, more 
recently, insight analysts or business 
intelligence analysts. Both then and now 
they act as a bridge between business 
data and better business decision-
making.

The skills of a good data scientist 
and a good investor are surprisingly 
complementary
Good data scientists have several distinct 
qualities. A  good knowledge of maths, 
statistics, programming and algorithms 
is essential. But a firm understanding of 
the business and of where the data is 
coming from and being applied (“domain 
knowledge”) is equally valuable for 
understanding what actually matters. 
There are so many things that can be 
done with data that it is essential to focus 
only on those that will make a difference.

A successful investor needs to 
combine domain knowledge of the 
companies she is investing in with 
traditional technical skills, such as 
financial reporting, portfolio management, 
accounts and how markets operate. 
Putting these requirements together, we 
can see that there is a  natural overlap 
between investors and data scientists 
in the realm of domain knowledge, 

Source: Google Trends, as of September 2016.

FIGURE 2: GOOGLE SEARCHES FOR ‘DATA SCIENCE’ HAVE RISEN  
IN THE WAKE OF THOSE FOR ‘BIG DATA’ . . .
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Source: Schroders. For illustrative purpose only.

FIGURE 3: UNLEASHING SYNERGIES BY POOLING EXPERTISE although there are also a  number of 
skills that are peculiar to each type of 
individual (Figure 3).

Success therefore depends on  
two things:
1. Soft skills on the part of the data 
scientist. Skil ls in communication 
and consultancy to work closely with 
the investor to understand what the 
important issues are for any given 
question or investigation.

2. Openness to partnership on the 
part of the investor. The investor needs 
to engage with the data scientist as part 
of a genuine collaborative team. 

Once a  data science capability has 
been installed, the key is to ensure it 
becomes an integral, proactive part of the 
investment process. Data scientists must 
not simply sit in a  corner as a  passive 
resource.

TECHNOLOGY

Statistical and analytical technologies have been a core 
part of many businesses for many years. However, 
several newer technologies have become a core part 
of the data scientists’ toolkit, many related to Big  
Data: 

–  Data ingestion  
getting data into a database or other data store.

 –  Data storage  
holding the data in a form that is available for 
analysis later.

–  Data manipulation (or “wrangling”) 
getting data into a form that is ready for analysis 
and use.

–  Data querying 
getting useful extracts and summaries of data from 
a data store.

–  Exploratory analysis 
looking at datasets to understand characteristics 
and patterns within them.

–  Visualisation 
generating visual representations of data to 
enhance interpretation and highlight patterns and 
relationships.

–  Predictive and statistical analysis  
building statistical and/or machine learning models to 
make predictions using the patterns within the data.

uu

DATA SCIENTIST INVESTOR

Valid  
conclusions/ 
predictions 

Maths/stats  
knowledge

Using 
technology

Programming,  
algorithms

Knowing what  
makes a difference 

Domain knowledge 
(company, industry)

Soft Skills 
Data

Soft Skills 
Investment

Perceive 
fundamentals

Financial  
accounting

Understand  
market sentiment

Financial markets
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The aim of using data science in fund 
management should be to help investors 
make better decisions. The quality of 
any decision made by an active investor 
is a  function of several factors. A  fund 
manager who has excellent information 
is likely to generate good performance. 
All the more so as their capacity to do 
these things grows, alongside their own 
aptitude and ability.

We argue that data science has 
a significantly positive role in every one 
of these factors.

 Information

This is the lifeblood of investing and 
data science has a  huge capacity to 
extend the range of vision. For instance, 
information about brand perception, 
customer af f luence, location data, 
even drive-times on road networks, 
can all be harnessed to provide 
useful perspectives on the long-term 
prospects for a  given business. One 
angle the investor can then usefully 
pursue with the aid of data science is 
to consider what business information 
a  given company would be drawing 
upon to monitor its own success and 
competitive positioning, and then 
seek to replicate it. By seeing through 
the eyes of industry participants, the 
investor can anticipate their returns 
more effectively.

EXAMPLES:
–  Mapping the locations of a  fast-

growing chain of retail stores and 
delineating the overlap with local 
demographic and infrastructure 
data can give a  valuable indication 
of overall growth prospects for the 

franchise. This may in turn enable an 
analyst to have greater conviction in 
the valuation of the company.

–  Analysing data about hiring patterns 
within a  company, based on 
information such as that available on 
corporate websites, may give valuable 
insight into growth prospects. For 
example, a sudden decrease in sales 
force hiring is likely to be symptomatic 
of a wider issue.

In cases such as these, the core role of 
the data science team would be to gather 
and cleanse the data, and convert it into 
a  form capable of analysis by or for an 
investor.

 Differentiation

Effective data science will unearth 
insight that is unlikely to have been 
captured by others. This is a key point. 
The greater the quantity of data that 
may be relevant to understanding an 
enterprise, the more combinations and 
permutations of analysis it becomes 
possible to conduct. By extension, the 
likelihood of other parties conducting 
exactly the same analysis diminishes1. 
This leads to an interesting observation: 
the greater the amount of information 
available, the more variance there will 
be in the analyses being conducted 
upon it, and the smaller the number of 
players that have the data collection and 
processing capabilities to do so. 

It seems therefore highly likely that 
data science at scale within a  large 
investment organisation will generate 
insight that is differentiated and hard or 
unlikely to be precisely replicated.

EXAMPLES:
–  The spending patterns of a sizeable 

sample of a  nation’s population 
might be cross-referenced with 
specific information on a company’s 
marketing strategy. This could help 
investors form a view as to whether 
a strategic effort to sell a product to 
a certain segment of the population 
is working. The information might 
be further screened using bespoke 
survey data seeking to ascertain 
the rationale for people’s spending 
with the company to gain a  unique 
understanding of the company’s 
long-term prospects.

–  A  company may be expanding 
overseas. Quantifying the “share of 
conversation” that it commands in 
online social media compared with 
local competition, drawing upon local 
domain knowledge about both local 
products and local media, is likely 
to provide a  strong and proprietary 
indication of the likely success of the 
strategy.

 Inspiration

One perhaps unexpected benefit of 
applying data science and alternative 
data to long-term investing is the 
scope to enhance collaboration across 
an organisation. Where datasets are 
discrete, self-contained and pertinent 
only to one market sector, they are 
likely to remain the preserve of a small 
number of specialists. Alternative and 
large datasets, by contrast, can cut 
across multiple sectors. This means 
the exploitation of such datasets 
can best be conducted centrally by 

Information + Differentiation + Inspiration + Timing + Capacity + Competence = Alpha

Impact of data science on fund managementuu
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a  data science operation, working in 
collaboration with multiple end users, 
which in turn maximises the chance 
of further inspiration and construction 
of new uses. Applied in this way, data 
science can give large organisations 
a disproportionately large advantage.

EXAMPLE:
A sample of internet traf f ic from 
a  nation’s population or customs data 
revealing detailed bilateral trade flows 
are datasets that ought to have valuable 
applications for multiple investment 
teams: retail analysts, bank analysts, 
consumer analysts and economists – to 
name but a few – would all benefit from 
different outputs from these datasets. 
The ownership and manipulation of 
such data is best centralized so that 
collaborative insights and possible uses 
can evolve through shared exploitation. 
This is in contrast to traditional datasets, 
which tend to be specific to an industry 
and offer only limited analytical scope, 
while being straightforward to exploit.

 Timing

Data scientists can ask helpful 
questions as well as helping provide 
answers. Giving data scientists an 
explicit mandate to draw attention 
to patterns in alternative data helps 
ensure that investors are grappling with 
issues that are relevant, even when 
they may not be the focus of general 
market attention. Such a  mechanism 
seems a better way of directing research 
than alternatives such as watch-lists 
of companies (robust but arbitrary), 
valuation screens (undifferentiated) or 
a  newsflow-driven focus (relevant but 
already well covered).

EXAMPLE:
Data scientists can apply statistical 
techniques to alternative data sources 
to provide a  timely alerting service 
and thereby reduce risk and increase 
efficiency. A brand may be suffering from 
weak customer perception and may 
therefore be of limited interest to a fund 
manager until its prospects stabilise. 
By regularly monitoring customer 
perception data and providing an alert 
when an inflection point occurs, or when 
a  recovery to an agreed level is seen, 
the fund manager is able to direct further 
research towards the company at a time 
precisely when the time is ripe for such 
research.

 Capacity

Perhaps the biggest impact of data 
science on the active manager is the 
freeing up of human intellectual capital 
that can be dedicated to further analysis 
and research. An investor who can rely 
on other specialists to help extend his 
or her vision in all the above ways will 
be that much freer to think and explore 
fresh sources of long-term alpha. 
A  good analogy would be the impact 
of avionics on pilots  – the information 
provided by advanced instrumentation 
provides for better decision-making, 
but it also liberates the pilot’s mind to 
do other things that improve overall 
performance, such as contingency 
planning. An investor who is not having 
to constantly monitor day-to-day events 
should be able to devote more time to 
research and inspiration.

EXAMPLES:
An investor may have taken a position in 
a food supplier on the basis that certain 

pricing dynamics in a given region are 
positive and are set to remain so. By 
having a  systematic method in place 
to monitor, for instance, pricing trends, 
the investor is free to focus on further 
research safe in the knowledge that, if 
the rationale for the investment breaks 
down, they will be alerted immediately.

 Competence

Finally, the tracking of an investor’s 
decision-making processes in a scientific 
manner has the potential to highlight 
areas of weakness and improve their 
underlying ability. It is not only the 
outcome of their decisions that should 
be tracked (i. e. the accuracy of their 
judgement), but also their confidence in 
their own judgement (i. e. the accuracy 
of their conviction). Good data science, 
combined with expertise in behavioural 
finance, can help shine a light on investor 
biases and help to optimise conviction. 
In doing so, it can help investors to know 
themselves better and improve their 
performance.

EXAMPLE:
An investor whose predictions are 
six times wrong and four times right, 
but who expresses low conviction 
about the six wrong calls and high 
conviction about the four correct 
ones, is demonstrating excellent self-
awareness. Such an investor is likely 
to perform better than a  rival with 
similar overall accuracy but with poorer 
correlation between outcomes and 
conviction levels. As in many other 
areas, scientifically-controlled training 
and measurement in fund management 
can help create a climate of continuous 
improvement.

1 The reverse would be true if all parties only had access to the same, finite, dataset, such as a company’s annual report and accounts  
and no more.

uu
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Modern data and  
modern methods for its 
manipulation are clearly 
very powerful tools in the 
hands of the investor.  
But it is also very important 
to be aware of the 
limitations of data science 
and the pitfalls waiting for 
the unwary (see box).

Real life holds traps for the unwary data scientist.  
There are plenty of pitfalls with data science, but some are  
more important than others:

Balance the tension between  
speed and quality
In business, “time is money”, yet the 
data scientist faced with a  complex 
problem is often tempted to solve it as 
completely and thoroughly as possible. 
Deciding what is a  “just good enough” 
solution that serves the business best 
is a trade-off that needs to be made on 
a case-by-case basis.

Remember that data is  
only an imperfect representation  
of the world
When dealing with huge amounts of 
data, there are ample opportunities 
for mistakes and glitches to creep in. 
The way to prevent this is by constantly 
checking that conclusions make sense. 
Domain knowledge is crucial here, as it 
equips the data scientist with a sense of 
the most likely patterns and behaviour. 
It needs to be applied both to outputs 
and to the systems and processes 
that generate the data in the first  
place.

Communicate for action
Any piece of data-based research 
traditionally involves an exhaustive write-
up of the methods, the results and any 
conclusions. However, the business 
user typically prefers to have only the 
information needed to make a decision. 
This is likely to require a much simpler 
story in support of the recommended 
action.

Avoid misleading data  
visualisations
The availability of new tools that turn 
data into visual images has never been 
greater. Tools like Tableau and Excel 

give unprecedented opportunities to 
produce engaging graphs and displays. 
Unfortunately, they also provide an 
unprecedented opportunity to confuse. 
Colour schemes can obscure, chart 
scales deceive, and over-complicated 
graphs bewilder. A  “data artist” is 
therefore an important part of any good 
data science team.

Build for production
The goal for many data science teams 
is to build tools that provide insights for 
others. But implementation needs to be 
practical. A brilliant mathematician may 
create an algorithm for solving a problem 
which works excellently on a  desktop 
computer, only to find that running it 
on the company’s customer base takes 
days. The solution is for the IT function 
to focus on providing the right analytics 
platform for data scientists to work on. 
It should allow them to experiment, but 
should also anticipate how the same 
analysis can be repeated on a  larger 
“industrial” scale.

Beware of spurious precision
The crispness of data and the clarity of 
science can fool users into thinking that 
the resulting analysis and the predictions 
built on it are more accurate than they 
really are. Compounding this tendency 
is the pressure from business users to 
produce simple answers. The effect 
can be to produce misleadingly certain 
results. Data science, particularly when 
applied to fund management, often 
needs to be more willing to embrace 
uncertainty.

Contrast the apparent precision of this 
typical forecast (Figure 4) with this Bank 
of England forecast (Figure 5 overleaf).

uu
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Source: http://www.statista.com/statistics/254266/global-big-data-market-forecast/ *estimated

Source: http://www.bankofengland.co.uk/publications/Documents/inflationreport/2016/feb.pdf, page 41

Projection

FIGURE 4: BIG DATA WORLDWIDE REVENUE FORECAST, 2011–2026

FIGURE 5: INCREASE IN ECONOMIC OUTPUT ON A YEAR EARLIER
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The advantages of scale
A properly focused small investment 
organisation can use the vast quantities 
of new data available highly effectively 
and in an agile manner. Conversely, 
a  larger organisation will face its 
own challenges. However, the data 
revolution in asset management also 
confers advantages to larger, well-
structured organisations that are not 
available to their smaller brethren, such 
as having:

More data to exploit 
A large organization will be able to 
accommodate, manage and analyse 
a  larger number of disparate datasets. 
The scale and variety of the data 
available today require considerable 
engineering and data management 
resources if they are to be exploited 
optimally.

More local knowledge 
Alternative datasets are typical ly 
extremely complex to makes sense 
of and do not readily translate into 
a  form with which investors are 
familiar, such as stocks and sectors. 
The availability in the organisation of 

detai led investment knowledge of 
multiple sectors and industries should 
help shape the work of data scientists 
more effectively.

More opportunities 
Having a  broad international footprint 
brings with it greater opportunities. 
Certain markets are less efficient at 
producing information than others – for 
example Chinese data is notoriously less 
“clean” than US data. Alternative data 
sets, such as direct surveying or mobile 
phone usage data which sidestep 
reliance on government channels, can 
create opportunities not available to rival 
investors.

More collaboration 
The bigger the organisation, the greater 
the chance to innovate. Having more 
investors who hear about data science 
being used by peers should inspire 
them to consider more uses for the data 
themselves.

More data scouts 
When fully integrated, a  data science 
capability actually turns every investor 
into a  potential data scout. Investors 

form a  habit of flagging new data that 
they come across for possible wider 
exploitation by a  data science unit, 
creating a virtuous circle.

Alpha from data: the long term  
versus the short term
It is our contention that the proliferation 
of data available for analysis generates 
a  competitive advantage for the well-
equipped long-term investor. But it is 
important to note the key difference 
between long-term and short-term 
investment horizons when it comes to 
data science.

A short-term data science approach 
seeks to establish predictive models 
based on correlations between certain 
data and short-term share price 
performance. This is an effective but 
ultimately transient strategy: the more 
parties establish the correlation, the 
quicker any inherent alpha will be 
competed away. And it is highly likely 
that many other investors will be able 
to exploit the same correlations, given 
that one dimension of the analysis  – 
share price performance – is fixed and 
that the other is a dataset unlikely to be 
exclusive. The winner in the short-term 

It seems highly likely that data science at scale within 
a large investment organisation will generate insight that 
is differentiated and hard or unlikely to be precisely 
replicated. 
                                                   MARK AINSWORTH & BEN WICKS

uu
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CONCLUSIONS 
The proliferation of information available for investment 
research is a profoundly disruptive force. Data science 
poses technical challenges to current IT infrastructure, 
data analytics platforms and traditional skills. It 
also poses organisational challenges and involves 
substantial R&D work that requires a willingness to fail 
in some endeavours as the price of success in others. 
But data science also offers a huge opportunity for fund 
managers. The injection of new, and potentially unique, 
methods of data analysis into existing investment 
processes should enhance long-term alpha generation. 
Successful mastery of data science should therefore 
generate a competitive advantage for the well-equipped 
long-term investor.

This advantage should be evident over both rivals that 
have failed to evolve and smaller market participants that 
may lack the resources to do so. Far from creating a level 
playing field, where more readily available information 
simply leads to greater market efficiency, the impact of 
the information revolution is the opposite: it is creating 
hard-to-access “realms” for long-term alpha generation 
for the few, particularly those that have the scale to take 
advantage of it.

This scale is needed because the data is hard to find, 
hard to collect, and hard to apply. There is no easy way 
to integrate data into models of company or market 
prospects without hard work. This would be a  very 
different story if the new data merely comprised an 
explosion in similar data points, such as results from 
increased financial disclosure in company accounts: 
common to all, available to all, understandable by all, 
and – ultimately – priced-in by all. Instead the datasets in 
question here are oblique, and will vary in quality – and 
the more they can be intersected with other datasets, 
the greater the insight.

The data revolution poses both a serious challenge 
and a great opportunity. Organisations that successfully 
adapt to this data-heavy world will have a mindset of 
innovation and collaboration. They will also be large 
enough and have sufficient technological prowess to 
compete. Those that do evolve, and that remain agile 
enough to avoid the pitfalls while embracing continuous 
change, will be in the best position to offer their clients 
sustainably differentiated returns.

is therefore likely to be the player who 
can acquire the most data the fastest, 
establish the correlations the fastest and 
trade them the fastest. This is no easy 
feat, but the conditions for victory are at 
least clear.

This short-term model sits in stark 
contrast to the long-term alpha resulting 
from deep insight about a company or 
industry’s fundamental prospects. In 
this latter case, any insight has been 
derived from a considered examination 
of a volume of sometimes obscure data. 
If alpha subsequently emerges, it is 
likely to be because excessive value or 
growth has been identified, potentially 
in a  unique manner, which will in 
time be reflected in the share price, 
rather than because a  group of other 
players has responded to the same 
perceived alpha signal from the same  
data.

To summarise, successful data 
science in short-term investing is 
ult imately about speed, whereas 
successful data science in long-term 
investing is about knowledge transfer – 
helping to anticipate the events that will 
ultimately affect companies, and which 
will in time drive share prices. 
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Investing sustainably: 
five myths debunked
Sustainable investing is growing in popularity,  
but many misconceptions remain.

   Myth | Sustainable investing  
is just avoiding “sin stocks”

The phrase “sin stocks” emerged to 
describe firms linked to industries 
perceived by some to be unethical, such 
as tobacco, alcohol or gambling.

Such funds will exclude these 
stocks, or screen them out. But each 
investor has views on what is and isn’t 
ethical, as the results of the Schroders 
Global Investor Study, published today, 
demonstrates. See the full results here.

Rather than merely screening out 
certain stocks, sustainable investing 
is about closely evaluating a  range of 
environmental, social and governance 
issues, known as ESG. This could be 
analysing a company’s track record on 
pollution from its factories, or how socially 
responsible it is in the communities it 

operates. On corporate governance 
issues, it is a matter of judging how well 
the interests of shareholders, customers 
and staff are managed.

Put simply, well managed companies 
that care about the sustainability of the 
world in which they operate should have 
a  better long-term future. Sustainable 
investment is really about integrating 
ESG considerations into the investment 
decision-making process, with a view to 
enhancing returns.

   Myth | Returns will be hit  
if you invest sustainably

Isn’t there a  cost to investing with 
a  sustainably? There is mounting 
evidence to the contrary.

Studies by Friede, Busch & Bassen 
(2015) and Morgan Stanley to name 
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Jessica is responsible for the 
Environmental, Social and 
Governance (ESG) strategy at 
Schroders. She oversees the 
integration of ESG factors into 
investment processes across 
geographies and asset classes 
and leads a  team of nine 
dedicated ESG analysts. 
Jessica has fund management 
responsibility for Schroders’ 
stewardship range of products. 
She is a member of the Prime 
UK Equity.
She is also Chair of Schroders’ 
UK Corporate Governance 
Committee. She was previously 
a  research analyst covering 
pan-European financials and 
utilities. Jessica started her 
investment career when she 
joined Schroders in 1997 on 
the Graduate Programme.

JESSICA GROUND  

GLOBAL HEAD OF STEWARDSHIP 
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especially in the wake of the COP 21 
Climate Change talks in Paris last year 
are high up on investors’ minds. However, 
social and governance issues are of 
increasing importance.

Rising inequality and strapped 
governments has led to the introduction 
of Living Wages in a number of regions, 
putting pressure on costs. Changing 
consumer tastes and new regulation 
has seen the introduction of sugar taxes 
and ongoing declines in sugary drink 
consumptions. CEO pay and boards are 
rarely out of the headlines.

Successful ESG investment processes 
take a holistic look at the changing world 
companies have to navigate, and assess 
the performance of their investment 
across a  number of factors. They 
engage where performance is lacking, 
pushing companies to improve their 
performance in ESG factors across the 
board accepting the need for continual 
improvement in these areas.

   Myth | It only works in  
the most developed markets

The bulk of ESG data that we have is 
disclosed by large companies operating 

but two, found that companies focused 
on ESG had, on average, enhanced 
financial performance.

A study by Empirical Research, which 
has been evaluating and monitoring 60 
ESG factors since November 2014 for 
US stocks, found that those companies 
with better ESG scores outperformed 
those with lower.

By examining ESG issues investors 
gain a  better understanding of not 
just what companies do but how they 
do it. ESG analysis puts companies 
into a  wider global context, and helps 
to identify which ones have the most 
resilient models. Investors can choose 
investments based on moral beliefs 
and personal values, but that would be 
ethical investing rather than sustainable 
investing.

   Myth | It’s all about  
Green Investment

It would be easy to assume that the “E” of 
ESG dominates the other two. Most of the 
thematic investment funds in the space 
focus on environmental issues, from 
water shortage to new environmental 
technologies. And environmental issues, 

ENVIRONMENTAL, SOCIAL AND GOVERNANCE |  INVESTMENT IDE AS

in developed markets. This does not 
mean that ESG considerations are 
not pressing for those in emerging 
markets.

A 2013 report by UBS, analysing 
the World Economic Forum (WEF) 
Corporate Governance Index and 
emerging market equities valuations, 
concluded that companies that score 
well on governance are valued more 
highly and have lower volatility.

Evaluating how companies manage 
stakeholders, and environmental and 
social change, is relevant whatever the 
market. With emerging markets, it may 
just take more digging.

   Myth | It only works  
for stocks

We tend to think mostly about equities, 
but it doesn’t end there. With bonds, 
for instance, ESG analysis helps 
identify risks to a borrower’s ability and 
willingness to repay debts.

Put simply, a well managed company 
should be less likely to stumble into 
value-destroying disasters and be better 
positioned to repay investors who lend 
them money. 

CONCLUSION 
Investments do not operate in 
a  vacuum; global industries face 
social, economic, environmental 
and industrial changes on a larger 
scale and faster pace than ever 
before.
The gap between the values of 
companies on the right or wrong 
sides of those trends may grow 
ever-wider as a result. By investing 
in susta inable bus inesses, 
investors may increase their 
chances of success.

MILLENNIALS DEMAND FOR ESG

ESG factors such as corporate governance, social responsibility and 
environmental impact issues, such as world poverty and climate change, were 
all significantly more important to millennials than to the older generations in 
their investment decision. Opinions between these two age groups differed 
the most on world-based social outcomes, like poverty and climate change, 
with millennials rating these highly (7.2/10) compared to older investor groups 
(6.4/10), on average. The study also concluded that millennials were more 
likely to actively pull funds from companies with poor ESG records, companies 
associated with weapons manufacturing/dealing or linked to repressive regimes 
would be the primary causes of this.
Most groups of investors are looking for good corporate governance, with the 
issue topping their list of ESG concerns. However, millennials again appeared to 
show more concern rating it an average of 7.4/10 compared to older investors 
rating it 7.0/10. Discover more at http://bit.ly/2gC2FxT
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The vote for Brexit and the victory 
of Donald Trump in the US election 
have been seen by some as an 
anti-establishment backlash and a 
vote against the economic status 
quo. Like Brexit, the implications of 
Donald Trump’s presidency remain 
unclear. The market’s response to 
both events has been to fluctuate 

A calendar of potential investment shocks 
on the horizon We look at a calendar of events over the next 12 months 

that have the potential to shock financial markets.

JANUARY 2017

Second round of  
Socialist primaries  
in France

MARCH  2017

General elections  
in the Netherlands

MARCH  2017

German State election 
in Saarland

MARCH  2017

UK to trigger  
Article 50

APRIL & MAY 2017

Presidential and  
general election  
in France

MAY 2017

German State election  
in Schleswig-Holstein

MAY 2017

German State election  
in Nordrhein-Westfalen

JUNE 2017

General election  
in France

SEPTEMBER 2017

Catalonia plans 
independence  
referendum

SEPTEMBER 2017

General election  
in Germany

MAY 2018

General election  
in Italy

wildly. While investing for such one-
off events is risky – it is like betting 
on the toss of a coin – investors still 
need to be aware of the events over 
the next 12 months that could shake 
the market. Here we take a look what 
those events might be and explain 
why they might increase volatility in 
financial markets.

Source: Schroders as at January 2017.
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A VIEW FROM KEITH WADE,  
CHIEF ECONOMIST:

“Trump’s win in the US election is 
further proof that momentum is 
building behind the populist vote,” 
said Keith Wade, Schroders Chief 
Economist. Like the UK’s decision 
to leave the EU, however, the impact 
of the result of the US election is 
difficult to fathom until firm policies 
are announced. The concern  
more broadly for investors is that it  
could galvanise anti-EU support 
across Europe, which in turn could 
jeopardise the whole European 
project and that leaves a huge 
question mark over the global 
economic backdrop.
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FUNDS

The tables show a selection of Schroders funds that are among  
the top performers in their peer group over one, three and five years.

Top performers

Source: Schroders and Morningstar, as of 31 December 2016. Performance based on the net asset value of the given share class on a EUR 
basis/hedged into EUR. Calculated net of the annual management fee and internal fund costs and based on reinvestment of all income (BVI 
method). Foreign currency investments are subject to currency fluctuations. Past performance is not a reliable indicator of future performance.

1 Please note that: Schroder ISF Emerging Asia, Schroder ISF EURO Credit Conviction, Schroder ISF European Alpha Focus, Schroder ISF 
Global Multi-Asset Income, Schroder ISF Greater China, Schroder ISF Global Inflation Linked Bond, Schroder ISF Smaller Companies, 
Schroders ISF US Small & Mid-cap Equity, Schroder ISF Emerging Europe, Schroder ISF European Opportunities and Schroder ISF Global 
High Yield is not registered for distribution in Iceland.

Quartile Ranking/ 
comparison
group

Comparison group
Morningstar

Fund 
(calculated 
in Euro)

1 year

Schroder ISF Emerging Asia1

A, USD, Acc, LU0181495838
1st  5 | 126 Asia ex Japan Equity + 13.58 %

Schroder ISF EURO Credit Conviction1

A, EUR, Acc, LU0995119665
1st  6 | 161 EUR Corporate Bond + 6.81 %

Schroder ISF European Alpha Focus1

A, EUR, Acc, LU0591897516
1st  6 | 241 Europe Large-Cap Blend 

Equity
+ 8.05 %

Schroder ISF Global Multi-Asset Income1

A, USD, Acc, LU0757359368
1st  4 | 87 USD Cautious Allocation + 10.63 %

Schroder ISF Greater China1

A, USD, Acc, LU0140636845
1st  2 | 44 Greater China Equity + 9.70 %

3 years 

Schroder ISF Emerging Asia
A, USD, Acc, LU0181495838

1st  6  | 104 Asia ex Japan Equity + 13.15 %

Schroder ISF EURO Credit Conviction
A, EUR, Acc, LU0995119665

1st  3 | 143 EUR Corporate Bond + 6.00 %

Schroder ISF Global Inflation Linked Bond1

A, EUR, Acc, LU0180781048
1st  3 | 24 Global Inflation-Linked 

Bond – EUR Hedged
+ 4.98 %

Schroder ISF Global Smaller Companies1

A, USD, Acc, LU0240877869
1st   1 | 29 Global Small-Cap Equity + 14.65 %

Schroder ISF US Small & Mid-Cap Equity1

A, EUR hdg, Acc, LU0334663233
1st  9 | 135 US Equity –  

Currency Hedged
+ 8.74 %

5 years

Schroder ISF Asian Opportunities
A, USD, Acc, LU0106259558

1st  11 | 86 Asia ex Japan Equity + 11.04 %

Schroder ISF Emerging Europe1

A, EUR, Acc, LU0106817157
1st   2 | 38 Emerging Europe Equity + 7.71 %

Schroder ISF European Opportunities1

A, EUR, Dis, LU0995121216
1st   14 | 167 Europe Large-Cap Blend 

Equity
+ 13.36 %

Schroder ISF Global High Yield1

A, USD, Acc, LU0189893018
1st  9 | 46 Global High Yield Bond + 11.40 %

Schroder ISF US Small & Mid-Cap Equity
A, EUR hdg, Acc, LU0334663233

1st  11 | 96 US Equity –  
Currency Hedged

+ 13.06 %
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We spoke to Geoff Duncombe,  
Portfolio Manager and CIO, to find out  
more about the firm’s innovative approach 
to investing and this brand new strategy.

Can you tell us a bit about Two Sigma 
and how the team is involved with 
this fund?
In essence, we are a  technology 
company, founded in 2001, applying our 
talents to the domain of finance and we 
work passionately to shape the future 
of investment management through the 
intelligent application of technology. 
We aim to consistently generate alpha 
in liquid global markets across a  range 
of conditions using a  disciplined, 
systematic approach.

highlighting a  strong company culture 
and an emphasis on human capital. 
Schroder GAIA Two Sigma Diversified is 
managed by the TSA investment team 
and portfolio manager Geoff Duncombe, 
CIO of TSA. 

What does Schroder GAIA  
Two Sigma Diversified offer 
investors? 
The proposed fund would seek to 
combine TSA’s existing capabilities 
in systematic equity market neutral 
and global macro investing. The fund 
aims to deliver uncorrelated alpha, 
with controlled volatility, across a wide 
range of market conditions through the 
systematic application of fundamental, 

Two Sigma Advisors (TSA) was 
launched as an investment adviser in 
2009 by John Overdeck and David 
Siegel. We are headquartered in New 
York and our affiliates have additional 
offices in Houston, London and Hong 
Kong. Together with our affiliates, TSA 
employs over 1,100 full-time employees 
and manages approximately $ 39 billion, 
including employee and proprietary 
capital.1

TSA’s investment team is experienced 
and diverse and is supported by more 
than 600 modellers and engineers, 
including more than 150 with PhDs, 
working collaboratively on an integrated 
platform to create alpha. Our voluntary 
retention rate at the firm is high (97 %), 

GEOFF DUNCOMBE  

CHIEF INVESTMENT OFFICER  

TWO SIGMA ADVISERS

FUNDS |  SCHRODER GAIA T WO SIGMA DIVERSIF IED

1 Note that TSA is affiliated with other  
entities not listed above. Staff numbers and 
AUM as at December 2016. 

“ A diverse investment 
approach, where  
we combine  
human oversight  
with systematic 
investment.”

SCHRODER GAIA TWO SIGMA DIVERSIFIED
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technical, event and alpha capture 
strategies to global markets. The fund 
will benefit from the research platform, 
robust technology infrastructure and 
process-driven approach utilised across 
TSA or its affiliates over the past 10 + 
years. 

What is the fund strategy? 
The proposed fund will be a combination 
of both a  US equity market neutral 
strategy and global systematic macro 
trading strategies. The fund will allocate 
approximately 85 % of its capital to 
equity market neutral and 15 % to macro 
trading strategies. 

Across the funds that we manage, we 
use a broad and diversified set of models 

across a variety of instruments to try to 
form a 360 degree view of the markets. 
The new fund seeks to incorporate 
a  diverse and exhaustive library of 
structured and unstructured information, 
over a  variety of investment horizons, 
which translate into approximately 200 
investment strategies. 

What is the fund’s investment 
universe?
The US equity universe consists of 
approximately 5,000 – 6,000 listed 
stocks and the macro trading strategy 
trades over 200 global markets including 
equities, fixed income, currencies and 
credit. More specifically, our universe 
includes:

SCHRODER GAIA T WO SIGMA DIVERSIF IED |  FUNDS

GEOFF DUNCOMBE joined Two Sigma Investments 
in 2008 and is currently Chief Investment Officer of 
Two Sigma Advisers. Mr. Duncombe was previously 
Portfolio Manager and Research Director for the 
firm’s Horizon strategy, where he led the build out 
of systematic macro and derivatives capabilities. In 
his research role within Two Sigma Investments, Mr. 
Duncombe and his team developed models under 
several themes including technical, fundamental, 
relative value, and volatility forecasting. Prior to 
joining the firm, Mr. Duncombe worked in the 
Quantitative Strategies group at Goldman Sachs 
Asset Management (GSAM), where he was 
responsible for portfolio management of GTAA, 
equity market neutral, and volatility strategies. 
While at GSAM, Mr. Duncombe also served as 
a Quantitative Researcher responsible for various 
strategies within global macro and option-based 
strategies. Prior to GSAM, Mr. Duncombe worked 
with Dresdner Kleinwort Wasserstein in the Mergers 
and Acquisitions group. Mr. Duncombe earned 
a  bachelor’s degree with honors in mathematics 
from Penn State University and a master’s degree 
in financial mathematics from New York University’s 
Courant Institute. As the Chief Investment Officer of 
Two Sigma Advisers, Mr. Duncombe is responsible 
for all investment-related functions of Two Sigma 
Adviser’s business.

Equity: 
–  US equities (via derivatives) 

Macro: 
–  Equity: Listed futures in the US, 

Europe and Asia 
–  Fixed income: Listed futures in 

US, Europe and Asia; US, Europe 
and Asia interest rate swaps; US 
sovereign bonds 

–  Currencies: Spot and listed futures 
in developed markets; NDFs and 
listed futures in emerging markets 

–  Credit: Credit index swaps in US and 
Europe 

uu
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Based on these three pillars, TSA 
focuses on the following principles to 
develop its investment process: 

– Information drives alpha 
– Small opportunities add up 
– Measurement leads to improvement 
– Diversification is key 
– Smart execution maximises alpha 
– Liquidity provides flexibility 
–  Risk must be managed ex-ante, real-

time, and ex-post

How do you construct the portfolio?
Research and portfolio construction 
are continuously improving processes 
at Two Sigma. Our research combines 
intuitive thinking with rigorous data 
analysis in an effort to create accretive 

models of persistent effects. We aim 
to formulate ideas that make intuitive, 
economic and financial sense, then to 
source, clean, and analyse vast amounts 
of publicly available and proprietary 
data to test and refine those ideas. We 
evaluate the impact of new models on 
the existing “portfolio of models” to 
then determine the added value and 
weight those models within the portfolio 
accordingly.

In terms of portfolio construction, 
portfolio managers will select models 
and set weights for their portfolios. 
They will determine inclusion and 
assign conviction to the strategy as 
appropriate. Some factors taken into 
consideration are: robustness of idea, 
quality and quantity of historical data 

What is your research process and 
how is it reflected in your investment 
approach?
The three main pillars of TSA and its 
affiliates that support the investment 
philosophy are: 

1.  Information: 10,000 + data sources 
(public and proprietary), 21 + petabytes 
(a petabyte is equal to one million 
gigabytes) of data and 1.4 + billion 
actual trades since 2001 

2.  Computing power: Two Sigma is 
ranked among the world’s top 125 
supercomputer sites 

3.  Human capital: As mentioned 
previously, we have a  large pool of 
talented, modellers and engineers

FUNDS |  SCHRODER GAIA T WO SIGMA DIVERSIF IED
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Fund launch date 24 August 2016

Fund currency USD

Fund size USD 581.78 m

Ongoing charges1 2.33 %

Performance fee 20 % of any positive performance (subject to highwater mark)

Fund manager Geoff Duncombe (Two Sigma Advisors, LP)

Source: Schroders as at 31 December 2016.

1 The ongoing charges figure shown here is an estimate of the charges because the fund was launched recently and did not have a year’s expenses 
upon which to calculate the figure. The fund’s annual report for each financial year will include detail on the exact charges made. Share class: K acc 
EUR hedged, ISIN LU1429039388

and value added (risk and return) to 
the portfolio. Then we will simulate the 
incremental value of each model based 
on a number of factors such as alpha 
contribution, risk, liquidity and capital 
requirements.

Portfolio construction is a systematic 
process that translates information into 
an “optimal” portfolio in a  consistent, 
repeatable, and scalable way. We update 
and analyse data across hundreds of 
sources in real time and our systems 
then refresh data specific to models in 
real time. We then generate independent 
forecasts and form a “consensus view” 
for each instrument in the strategy’s 
trading universe. A  target allocation is 
then created based on the “consensus 
view” of each instrument, the trading 
costs, and risks to that investment in 
a systematic way. We then develop and 
utilise efficient trading strategies to align 
the current and “optimal” portfolio.

We believe execution is an alpha 
source: the dedicated execution team 
across our shared platform creates and 
implements proprietary technologies. 
Our processes are constantly tested, 
enhanced, and benchmarked to “the 
street’s” algorithms and platforms. 
Human traders on the trading floor 
work with algorithmic execution tools 
to provide significant benefits; they 
can trade automatically or manually 

depending on trade and instrument, 
and are adaptive, especially in times of 
market stress.

How do you manage risk in  
the portfolio? 
We systematically manage risk with 
human oversight, which includes 
a dedicated team and risk management 
at multiple levels throughout the 
investment process. On an ex-ante 
basis researchers will seek to test 
models over a broad range of market 
conditions. Real-time risk management 
monitors all risk constraints using 
a penalty-based approach, with select 
use of hard limits where appropriate. 
Our risk management team combines 
market experience with automated 
tools to identify unusual market 
conditions and adjust risk aversion 
levels as appropriate. Our core risk 
principles are to stay liquid and utilise 
scenario and stress tests and reduce 
risk when in doubt at all times.

Additional ly, within the GAIA 
platform an additional layer of risk 
monitor ing and management is 
applied, this risk function will calculate 
daily the risk exposures of the fund – 
including VaR, stress tests, gross 
leverage and sensitivity indicators  – 
and will monitor these against the 
prescribed limits.

What does the strategy offer  
that other alternative strategies 
cannot? 
At Two Sigma our systematic approach 
combines and improves upon the best of 
traditional quantitative and discretionary 
investment methods through systematic 
implementations. 

As part of our scientific approach to 
developing models, we utilise experience 
in traditional fundamental and technical 
analysis and read the “mood” of the 
street and industry to refine positions 
and modulate risk. We monitor and test 
robustness of code to avoid software 
errors and by utilising super-computing 
scale tools we can back-test and shock-
test with frequent simulations. With 
this strategy you are gaining access to 
what we believe is a  more disciplined 
and diverse investment approach, 
where we combine human oversight 
with systematic investment and risk 
management. 
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1 Please note that the Schroder ISF Global Multi Credit 
and Schroder ISF Global Credit Income is not registered 
for distribution in Iceland.
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Two new stars in the  
bond constellation

The innovative approach applied by the 
Schroders bond team has proved its worth 
and has delivered strong results for years. 
Reason enough to add further attractive 
options to the existing flagship strategies 
relating to European corporate bonds, in the 
form of the Schroder ISF Global Multi Credit1 
total return strategy and the income-oriented 
Schroder ISF Global Credit Income1. 

These two new funds give investors access  
to our expertise in global bonds, with Patrick 
Vogel and his team combining state-of-the-art 
investment methods with the extensive theme-
based research produced by the local bond 
analysts. Both strategies are flexible, they  
are not tied to a benchmark and they provide 
attractive added value for investors.
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When funds are geared to a benchmark, this 
plays a significant role in determining the 
total return. This is where Schroder ISF 

Global Multi Credit and Schroder ISF Global Credit 
Income differ markedly: both funds aim to achieve 
attractive total returns entirely independently of 
benchmarks. This means that the investment team 
headed by Patrick Vogel has considerable freedom 
when selecting potentially attractive investments. 
The approach aims to tap opportunities for solid 
growth and at the same time keep 
risk to a  minimum. The entire 
global bond universe is available 
to choose from: investment-
grade bonds, high-yield bonds, 
emerging market government and 
corporate bonds, asset-backed 
securities, municipal bonds or 
convertible bonds. This extensive 
choice enables the management 
to achieve an optimum degree 
of diversification. Multi-award-
winning bond specialist Patrick 
Vogel is the portfolio manager 
in charge of both funds, and is 
assisted by Michael Scott as 
the co-manager for Schroder 
ISF Global Credit Income. Mr 
Vogel and his team are part of 
the proven global bond platform 
at Schroders, which has what 
may be considered sector-
leading expertise. Mr Vogel’s team 
uses sophisticated methods to identify promising 
allocation options, and these options are then put 
into action for the portfolio by means of an innovative 
theme-based research and investment process. 
Both strategies aim to achieve a gross return that is 
at least 5 % above the money market rate Libor over 
an entire business cycle. For Schroder ISF Global 
Multi Credit, the target range for fluctuations in value 
and risk over a year is between 3 % and 6 %. 

What is the investment process?
As part of the global credit platform at Schroders, 
regional teams meet at regular intervals; they share 
their findings and market expectations, which are set 

out on a comparable basis using a scorecard system 
and feed into an advanced allocation model. This 
model is the basis for deriving efficient approaches 
to building a  sophisticated portfolio and then 
evaluating them – after all, alongside the precision 
of algorithms human intuition is always required 
as well in order to match up potential allocations 
with the convictions of the management team. In 
a  subsequent step, the bond specialists optimise 
the modelled approaches in terms of transaction 

costs, market liquidity, investment 
guidelines and a number of other 
aspects. This optimisation leads 
to the actual allocation, which 
gives shape to the global strategy 
in the interplay between regionally 
implemented “mini-portfolios”. 
These mini-portfolios are put 
together by the bond team in line 
with the innovative thematic bond 
approach at Schroders. Suitable 
themes may be derived from 
a number of individual areas. They 
may be based on macroeconomic 
foundations or on an analysis of 
consumer behaviour or of the 
demographic, technological or 
regulatory environment. As varied 
as the dif ferent themes might 
be, they have a  material effect 
on the business models of the 
companies in which the team 
invests. With a  view to having 

a crystal-clear picture, three obligatory steps have 
been defined. Firstly, the team classifies all thematic 
mini-portfolios by type and investment horizon. At 
regular weekly meetings the experts review existing 
themes and assess new themes for their potential to 
be added to the portfolio. The preliminary results are 
then passed to the specialised credit analysts, who 
conduct detailed scenario tests with the companies 
that will probably be affected.

 
The allocation process has significant 
advantages . . . 
Managing a  wide-ranging global bond strategy is 
a highly complex task. Indeed, working merely on the 

“There is great demand  
for flexible bond strategies 
aimed at total returns.  
Our approach is free of 
investment restrictions 
and therefore has the 
requisite flexibility to 
enable opportunities on 
the global bond markets 
to be utilised. This gives 
us the ability to use  
non-synchronous credit 
cycles to achieve returns.” 
PATRICK VOGEL 
FUND  MANAGER & HEAD OF  
EUROPEAN CREDIT

uu
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basis of a portfolio diversified by region, sector and 
credit rating means you are very likely to overlook the 
complex relationships or correlations that can exist 
between more minor elements of the global market. 
A  team-based approach is more suitable because 
it means that the market can be broken down into 
more than a  hundred elements in regional and 
bond-specific terms. Analysing the interrelationships 
creates the basis for guiding investment into 
promising areas in a  focused way and retaining 
a high degree of diversification.

. . .  as does an approach independent  
of benchmarks 
If a  fund is geared to a  benchmark, it regularly 
displays a  significant structural exposure to the 
largest markets in the index. Only slight active 
overweight or underweight positions are entered 
into depending on the views of the manager. 
However, an investor acting independently of any 
benchmark can diversify the portfolio beyond 
a specific region, and is thus not obliged to enter 
into structural exposures  – unless there is good 
reason for assuming that the risk is worth it and 
will pay off. 

Team-based risk management: close consultation 
enables a tight grip on risk 
Within the context of their strategies, the teams 
responsible for portfolio construction and risk 
management work closely together. Two fixed 
weekly meetings take place, while working in close 
proximity also has advantages, making for very short 
journeys and direct conversations between desks. 
The risk budgets are therefore always in line with 
the convictions of the portfolio management. That 
means that the individual decisions regarding each 
mini-portfolio are appropriately reflected at general 
fund level. Team-based risk management thus 
ensures that areas with a high level of conviction are 
not diversified away. The intention is also to prevent 
multiplication of risk when the mini-portfolios come 
together within the fund. In general, the team regards 
risk and risk management as a core element in the 
overall investment process: whether in terms of 
diversified allocations and themes or extensive in-
house bond research. Only by monitoring strategies 
across a number of aspects and thereby preventing 
unintended risk can success be achieved in terms of 
returns – be it for Schroder ISF Global Multi Credit or 
Schroder ISF Global Credit Income. 

uu

 SCHRODER ISF GLOBAL CREDIT INCOME

  Invest in corporate bonds  
for income

–  The dynamic approach uses allocations  
in a number of global markets

–  Access to a proven global bond platform  
with sector-leading expertise

–  Make full use of opportunities for returns  
and minimise drawdown: state-of-the-art  
tools and techniques offer a sound basis  
for this

–  The innovative theme-based investment 
process at Schroders ensures that the 
individual securities regarded as most 
promising by the team are included in  
the portfolio

 SCHRODER ISF GLOBAL MULTI CREDIT

  Attractive total returns, adjusted risk 
and complete independence from any 
benchmark

–  The active strategy gives preference to  
liquid investments

–  Innovation is part and parcel of the  
proven bond platform at Schroders

–  Global sector allocation optimised  
using state-of-the-art tools

–  Individual securities are selected through 
Schroders’ in-house theme-based approach

FUNDS |   CORPORATE BONDS
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Fund data Class A Distribution  
USD

Class A Accumulation  
EUR-Hedged

Class A Distribution  
EUR-Hedged

ISIN LU1514167136 LU1514167722 LU1514168027

Distribution1 Monthly distribution at  
a fixed rate of 4.50 %  
per annum of the value  
per share.

Quarterly distribution at  
a fixed rate of 3.50 %  
per annum of the  
value per share. The  
distribution policy
may change.

Fund launch date 30 November 2016

Reference Index2 For reference only: Barclays Multiverse USD,EUR,GBP ex Treasury,  
A+ to B- (USD Hedged)

Fund size USD 41.9 m

Ongoing charges3 1.55 %

Fund manager Patrick Vogel and Michael Scott

Source: Schroders as at 31 December 2016.

1 The distribution policy may change.  2 For illustration purposes only.  3 The ongoing charges figure shown  
here is an estimate of the charges because the fund was launched recently and did not have a year’s  
expenses upon which to calculate the figure. The fund’s annual report for each financial year will include  
detail on the exact charges made.  4 Please note that the Schroder ISF Global Multi Credit and Schroder ISF Global Credit Income  
is not registered for distribution in Iceland.

SCHRODER ISF GLOBAL MULTI CREDIT4

Fund data Class A Accumulation 
USD

Class A Distribution  
USD

Class A Acc  
EUR-Hedged

Class A Dis 
EUR-Hedged

ISIN LU1406014032 LU1406014206 LU1420362151 LU1420362409

Distribution1 Monthly distribution at  
a variable rate based on 
gross investment income

Quarterly distribution at  
a variable rate based on 
gross investment income

Fund launch date 8 June 2016

Benchmark2 Bloomberg Barclays Multiverse ex Treasury A+ to B- USD Hedged

Fund size USD 166.7 m

Ongoing charges3 1.49 %

Fund manager Patrick Vogel

Source: Schroders as at 31 December 2016.

CORPORATE BONDS |  FUNDS

SCHRODERS E XPERT 1 |  2017  29



3 0  SCHRODERS E XPERT 1 |  2017

Outlook 2017: Multi-asset
After several years of a persistently low growth 
environment, a renewed focus on fiscal  
policy in 2017 could revive hopes of stronger 
economic expansion.

We have increased our 2017 global GDP forecast to 
2.8 % on expectations of stimulus from the Trump 
administration and China, plus slightly better 

performance from countries such as the UK. Global inflation 
is likely to rise to 2.5 %, possibly even 3 %, as year-on-year 
energy price inflation will show a large rebound from the lows.

Can fiscal policy revive growth?
More broadly, Adam Smith’s “invisible hand” 1 is being 
questioned. We talked about quantitative easing fatigue last 
year as we felt that the limits of central bank policy had been 
reached. A new orthodoxy is emerging focused more on fiscal 
policy which could revive hopes of stronger growth. This 
outlook is supportive of the positions we established over the 
last six to 12 months: a shift into value stocks out of quality; 

an upgrade to Japanese equities, emerging market assets and 
commodities; a reduction in exposure to government bonds 
(duration) and an increase in our US dollar exposure.

The hunt for value
The low growth, low interest rate environment that has 
persisted for a number of years has resulted in extended 
valuations for higher quality parts of the market. Over the 
course of 2016 we therefore began to rotate into value areas 
that have been out of favour recent years. We said at the 
time that patience may be needed to exploit these areas of 
value. However, as central bank influence on global markets 
diminishes, increasing investor focus on stock fundamentals 
could help to unlock the value of these under-owned stocks, 
boosting their prices.

 AT A GLANCE

»  Fiscal stimulus from the US and China  
could lift expectations for global growth

»  A higher growth environment would be  
supportive for value areas of the market

»  Several risks remain, including the outlook  
for free trade globally

1 The term “invisible hand” is a metaphor for how, in a free market economy, self-interested individuals operate through a system of mutual 
interdependence to promote the general benefit of society.

MARKETS |  OUTLOOK 2017

JOHANNA KYRKLUND  

GLOBAL HEAD OF
MULTI-ASSET INVESTMENTS
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Government bonds look priced for perfection
We see numerous risks ahead for government bonds. After 
several years in which bond markets have delivered strong 
performance, bonds now look priced for perfection and 
have become increasingly vulnerable to higher interest rate 
volatility.

What are the risks?
First, Trump’s protectionist stance casts a shadow over our 
emerging market exposure. Certainly he is likely to emphasise 
“fair trade” over “free trade” but whether that will take the 
form of tariffs remains to be seen. More concerning is that 
global trade growth remains absent, irrespective of Trump’s 
victory. For now we continue to own emerging market assets 
because they look cheap but we have hedged some of our 

exposure with long US dollar positions against lower yielding 
Asian currencies.

Second, the sell-off in government bonds and the strength 
of the US dollar are tightening monetary conditions in the US. 
We have talked before of the calibrating effect of bonds and 
currencies on growth which has so far obviated the need for 
aggressive monetary tightening by the Fed. With the US still 
the main growth engine of the world, we cannot afford for it 
to sputter.

Third, European politics could be the wildcard for 
2017. With a number of significant elections, a clear anti-
establishment mood and a dormant sovereign debt problem, 
we remain vigilant on this front and avoid European assets 
for now. 
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Market overview: 
Global insights from our Multi-Asset Investments team

 Equities
  USA  

President Donald Trump’s fiscal policies should offer 
support to earnings growth, although a stronger US 
dollar, tighter Fed policy and higher bond yields are 
a concern.

 [ Schroder ISF US Small & Mid Cap Equity1 ]

  Japan  
The recovery in the global economy is positive for this 
pro-cyclical market, while a weak yen should provide 
a boost for corporate earnings.

 [ Schroder ISF Japanese Equity ]

  Europe (ex UK)  
The region should benefit from the reflationary 
backdrop, while recent relative underperformance due 
to political uncertainty provides an attractive entry point. 

 [ Schroder ISF EURO Equity1 ]

  UK  
UK equities remain attractively valued and benefit from 
strong momentum. However the tailwind from a weaker 
pound is likely to fade.

 [ Schroder ISF UK Equity1 ]

  Emerging markets  
Emerging markets have been downgraded due to 
slowing global trade activity and fears of a more 
protectionist trade policy originating from the US.

 [ Schroder ISF QEP Global Emerging Markets ]

 Fixed Income
  Government bonds  

Fiscal policy expectations, expensive term premia and 
the global uplift in inflation expectations are a threat to 
US bonds. In Britain, the Bank of England may be 
unable to implement more monetary stimulus amid the 
post-Brexit uncertainty and as a weak pound creates 
inflationary pressures. Our view on Germany turns 
negative as the possibility of quantitative easing 
expectations is priced in and there is potential for 
disappointment. We have downgraded Japan to neutral 
given the continued weakness of the Japanese yen.

 [ Schroder ISF EURO Government Bond1 ]

  Investment grade credit  
In the US, spreads are fully pricing in a reflationary, 
low-default environment after a strong rally in 2016. 
Valuations are no longer attractive and fundamentals 
are deteriorating. Europe continues to provide some 
valuation support. Tighter spreads reinforce our 
conviction that the risk premia still remains vulnerable 
to the downside.

 [ Schroder ISF EURO Credit Absolute Return1 ]

  High yield credit  
Although the rally since February has rendered 
valuations less attractive, the consensus is positioning 
for an improved US growth outlook. In Europe 
valuations remain moderately expensive relative to 
history. However, limited local issuance and improving 
fundamentals are supportive of a neutral positioning.

 [ Schroder ISF EURO High Yield1 ]

1 Please note that: Schroder ISF US Small & Mid Cap Equity, Schroder ISF EURO Equity, Schroder ISF UK Equity, Schroder ISF EURO 
Government Bond, Schroder ISF EURO Credit Absolute Return and Schroder ISF EURO High Yield is not registered for distribution in Iceland.
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  Emerging Markets, local  
We remain positive as the inflation/growth trade off 
continues to improve along with the political dynamics in 
large countries such as Brazil, Russia and South Africa.

 [ Schroder ISF Emerging Market Bond1 ]

  US inflation linked bonds  
Valuation support for break-evens has moderated 
following a significant improvement in sentiment.

 [ Schroder ISF Global Inflation Linked Bond1 ]
   

 Alternative Investments
  Commodities  

  We believe that the action by OPEC will support prices 
around current levels. 
Real rates have been pushed higher on hopes of 
reflation; we will wait to see if growth structurally picks 
up before downgrading further. Provided supply 
discipline remains in place and global growth remains 
firm, then current price levels are warranted.  
Major grains are in abundant supply and any reduction 
in supply should boost prices.

 [ Schroder ISF Global Energy1 ]

  Real estate  
We strongly prefer global cities, primarily due to 
infrastructure and an extremely high level of an 
educated workforce. Real estate companies with 
assets in these markets have pricing power – and 
pricing power for us is absolutely key, despite what is 
happening in the global economy. The reason for this 
is that pricing power leads to cash flow growth and 
cash flow growth is good for real estate returns.

 [ Schroder ISF Global Cities Real Estate1 ]

Expected  
performance

Negative Neutral Positive

Source: Schroders Multi-Asset Investments January 2017.
On 1 December 2016, Schroder ISF Global Property Securities changed its name to Schroder ISF Global Cities Real Estate. The investment objec-
tive changed on the same date.
1 Please note that: Schroder ISF Emerging Market Bond, Schroder ISF Global Inflation Linked Bond, Schroder ISF Global Energy and Schroder ISF 
Global Cities Real Estate is not registered for distribution in Iceland.
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Primer: the factor drivers  
of investment returns

Many of the concepts behind factor investing are nearly as old as 
investing itself. Much newer is the idea of bringing them together 
systematically. This is transforming the way investors think of 
portfolio construction, and the reasons are clear: factor investing 
offers diversification, transparency and economy. We review the 
underlying concepts and show how they underpin a number of 
apparently disparate developments from smart beta to alternative 
risk premia. Factor investing provides important new tools for  
the investor, but, like all tools, understanding remains critical to 
results.
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interest rates (duration) were more 
important (Figure 1). These variations 
affect the risk, return and diversification 
of portfolios considerably. Factor 
investing seeks more direct exposure to 
the drivers of return, which have shown 
more stable relationships with each 
other and therefore more consistent 
diversification.

What are the factors?
The factors we have discussed so far 
are traditional elements of portfolios. But 
much of the recent excitement comes 
from less traditional factors, which are 
increasingly used as portfolio building 
blocks. The best known are equity 
strategies such as value, size, quality, low 
volatility and momentum. These sorts of 
“dynamic” factors, widely marketed as 
“smart beta”, require active management 
to maintain exposure, as a  stock that 
was good value last month, for example, 
may be overpriced this month. These 
differ from traditional factors in another 
way: not everyone can hold them.  

If one investor holds a value strategy, all 
the other equity investors in the world 
must be collectively underweight value, 
relative to the market.

So here is our first note of caution: 
If factors are well known, either they 
may not continue to outperform, or 
there must be another reason why some 
choose not to use them.

At their most basic, factors are rule-
based strategies that can generate 
outperformance over lengthy periods. 
A more helpful way to analyse them is 
to look at how the basic rule can be 
turned into different strategies of varying 
sophistication and risks (Figure 2,  
overleaf).

Suppose we have a  rule that ranks 
the desirability of stocks and then use 
it to build a  portfolio: we have created 
a form of “smart beta”. The term derives 
from the idea that we have captured 
something systematic about stock 
returns over and above general market 
moves. “Alpha”, by contrast, is taken to 

Why factor investing?
Traditionally, investors have thought of 
the world in terms of asset classes, such 
as equities and bonds. Factor investing 
looks beneath asset classes to allocate 
according to the factors that drive risk 
and return. Some of these so-called “risk 
premia” may correspond more or less 
directly to an asset class, such as the 
equity risk premium. Other asset classes 
represent a combination of factors. For 
instance, corporate bonds combine 
long-term interest rate risk (itself divisible 
into inflation and duration risk) and credit 
risk, and these two sources of risk are 
separable, at least in principle.1 

The aim here is to achieve more stable 
diversification than asset class allocation 
alone. The risk premia underlying assets 
may have a  more stable relationship 
than that between asset classes, since 
the mix of risks and expected returns 
in an asset class can vary. In October 
2008, for instance, corporate bond risks 
and expected returns were dominated 
by credit risk, while by 2016 long-term uu

Source: Schroders, as at 29 July 2016.

FIGURE 1: DISSECTING CORPORATE BONDS INTO THEIR RISK PREMIA

1 For instance, by hedging out the 
duration risk, or investing in credit  
default swaps. For more on this subject,  
see “Putting a premium on risk”, 
Investment Horizons, issue 1, 2014.
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represent above-market returns deriving 
purely from stock selection.

A key point about this portfolio is that 
the single largest driver of its returns is 
still the broad equity market as a whole. 
We hope that our rule tilts the risk and 
return of the portfolio in our favour, but 
if equity markets fall, for example, our 
portfolio will also tend to fall. If we are 
a  bit more sophisticated, and use our 
factor not only to buy the desirable 
stocks, but to short the undesirable 
stocks, we have entered the world of 
long-short equity hedge funds or, more 
generically, of “alternative risk premia”. Of 
course, building a portfolio that includes 
shorts is operationally more difficult than 
building a long-only portfolio. And if the 
factor underperforms, the portfolio will 
not merely underperform the market, but 
actually lose money. 

Hence our second cautionary note 
about factor investing: 
Since all known factors experience 
periods of underperformance, seeking 
a diversified portfolio of factor exposures 
is a much better idea than focusing on 
just one or two.

Bringing these arguments together, 
we can say that factor investing  
aims to:
1.  enhance investment returns through 

historically demonstrated systematic 
strategies, 

2.  improve diversification by breaking 
down risk into its underlying 
components, and 

3.  reduce fees, since strategies can be 
implemented more efficiently.

While the concept and intentions are 
straightforward, the execution is not 
quite so simple.

Which factors?
One of the canons of practical finance 
is that there are four or five fundamental 

factors, discovered in stock markets, 
that can be applied equally well in other 
markets, such as those for bonds and 
currencies. These factors are value, 
momentum, low volatility, and often 
size or quality. Conventional wisdom is, 
however, wrong in two important ways. 
First, there are many more than four or 
five plausible factors. Second, factor 
investing is just as relevant to other asset 
classes as to equities, but often involves 
quite different factors.

The notion that there are just four 
or five simply-described equity factors 
reflects the seminal findings of Eugene 
Fama and Kenneth French, then of the 
University of Chicago, starting in the 
early 1990s. In a  series of research 
articles2, Fama and French showed that 
the returns from many different equity 
portfolios could be mostly explained 
using returns from the market, along 
with size and value. This was a  major 
development in f inance, as the 
significance of size and value shredded 
the previous academic view that market 
returns were the only systematically 
important and consistently rewarded risk 
in equity markets. (This was the basis of 
the famous capital asset pricing model 
developed in the early to mid 1960s.)3

Fama and French inf luenced 
a  generat ion of students and 
practitioners, and their work laid the  
foundation for some of the most 
successful strategies of recent decades. 
But the students they influenced 
understandably were not content with 
accepting that two academics had 
discovered every conceivably important 
factor in equity markets. Their search 
for additional factors was spectacularly 
successful. Over 300 different equity 
“factors” have now been identified in 
the academic literature, with around 
one new factor having been discovered 
each month on average over the past 10 
years. 

The academic quest now is to bring 
order to the “factor zoo” (a term coined 
by John Cochrane, also formerly of the 
University of Chicago).4 In time, a new 
taxonomy may well emerge, but there is 
no particular reason to expect that it will 
resemble the remarkable simplicity of 
the model Fama and French propounded 
almost a quarter of a century ago.

It is no accident that equities 
have been a  hotbed for new factors. 
Research is facilitated by freely available 
data, relatively straightforward return 
modelling and highly dispersed returns 
from many different stocks, allowing 
for the empirical examination of many 
different factor ideas. Achieving the 
same results for government bonds, 
commodities, currencies or, indeed, 
any other asset class is much harder. 
Few should be surprised, therefore, that 
nothing like 300 factors able to generate 
outper formance have been found 
anywhere beyond equities.

Nevertheless, systematic strategies 
have been established across all asset 
classes. One type of factor that is 
common across many is “carry” – roughly 
speaking, the amount an investor is paid 
to hold an asset, independently of price 
changes. This idea was originally applied 
to currency investing, where carry 
corresponds to a given currency’s short-
term interest rate. In equities, dividend 
yield is often identified as “carry”. 
Similarly, momentum  – the idea that 
recent winners go on winning – seems 
to be an empirical regularity across 
many asset classes and geographies. 
Other types of factors seem asset-class 
specific – for example, roll-down is the 
profit from holding a bond if an upward 
sloping yield curve remains fixed.

The existence of factors across many 
asset classes is important because it 
increases the possible opportunities 
for factor investing. And because of 
the low historical correlation between 

2 E.g. “The Cross-Section of Expected Stock Returns”, Eugene F. Fama and Kenneth R. French, Journal of Finance, vol. XLVII, June 1992; 
“Common risk factors in the returns on stocks and bonds”, Journal of Financial Economics, vol. 33, February 1993; and “Size and Book-to-
Market Factors in Earnings and Returns”, Journal of Finance, vol. L, March 1995.  3 For a more recent discussion of this see “The Capital 
Asset Pricing Model: Theory and Evidence”, EF Fama and KR French, Journal of Economic Perspectives, vol. 18, summer 2004.   
4 “Presidential Address: Discount Rates”, John H Cochrane, President of American Finance Association 2010, Journal of Finance, vol. LXVI, 
August 2011.  5 Security Analysis, Benjamin Graham and David Dodd, Whittlesey House (McGraw-Hill), 1934.

uu
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factors across asset classes, a  multi-
asset approach to factor investing 
should provide investors with greater 
opportunities for diversification benefits 
than focusing solely on equities.

Are factors generic?
The concept of value investing dates 
back at least to Benjamin Graham and 
David Dodd’s classic work in 19345. 
Fama and French chose to formalise the 
idea by measuring value as the ratio of 
the book value of a  company’s assets 
to its market value. There are, however, 
equally useful ways of measuring “value”, 
including, for example, earnings relative 
to a  company’s market value. In one 
sense, the choice of measurement does 
not matter much  – groups of stocks 
measured by different ideas of value 
tend to move up and down in similar 

ways; that is, portfolios formed from 
different types of value measurements 
tend to be quite highly correlated. In 
a much more important way, however, 
the choice of measurement is critical: 
cumulative returns of these portfolios 
can be very different.

Performance can differ even across 
portfolios of stocks selected from 
the same universe, by the same firm, 
using similar methodologies. Figure 3 
(overleaf)shows cumulative returns from 
three different value indices created 
by MSCI, a  leading index provider. The 
monthly returns from these indices are 
more than 90 % correlated, and their 
“active” returns (those that differ from 
the capitalization-weighted benchmark) 
are around 60 % correlated. But over 
19 years, the Value Weighted index 
has added only around 10 % to the 

performance of the benchmark, while 
the Enhanced Value index has added 
over 110 %. So even small differences 
in index construction and portfolio 
management can lead to enormous 
differences in performance.

Investors may be wondering: if there 
can be such widely different returns 
produced by the best known factor 
from the same index provider, working 
on the same set of stocks, is factor 
investing truly systematic and reliable?  
The answer is that it can be, but it 
depends on the implementation: some 
factor implementations are more efficient 
than others. Because factor investing is 
quantitative, it is possible to study the 
different building blocks that go into 
factor construction and find out which 
approaches are more likely to produce 
acceptable returns in the long run. uu

FACTOR INVESTING |  SPECIAL FE ATURES

Source: Schroders.
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An important example of this is how 
the stocks in a  portfolio are weighted. 
If, for example, the selected stocks are 
capitalization-weighted, the resulting 
index is likely to have little effective 
exposure to the factor. This is largely 
because returns from many factors 
are more pronounced in smaller 
stocks, which are likely to be less well 
represented in the portfolio.

Again, we can use value as an 
example. Figure 4 shows the differences 
in returns from investing in different-sized 
stocks in four different value portfolios 
over the past 19 years. We divided 
each portfolio by size and compared 
the performance of the smallest 25 % 
of stocks with the largest 25 %. In each 
case, buying “value” stocks and selling 
expensive stocks was handsomely 
rewarded among the smallest stocks, 

but generated almost no return at all 
among the largest stocks. This is evident 
across many factors, where returns are 
often more pronounced in smaller stocks 
than larger ones.

Clearly, just as with any other strategy, 
investors must pay close attention to 
implementation. We have found plenty 
of evidence of persistent systematic 
strategies, but that does not mean that 
any strategy labelled “systematic” is 
as good as any other. Fortunately for 
investors, careful analysis can illuminate 
differences among strategies in advance.

Who should hold factors?
One other note of caution on factors 
relates to their dynamic nature. As 
suggested earlier, as a particular factor 
becomes widely used, either its previous 
outperformance is likely to tail off or 

there must be some other reason why 
non-users adopt an opposite strategy. 
Does this imply that factors become less 
attractive as their popularity increases? 
Here we can draw lessons from the past. 
One study considered 100 published 
equity factors and found longer-term 
evidence for about a quarter. So while 
the majority were not reliable, dozens 
of publicly-available equity factors were 
still found to produce significant positive 
returns, even after they became well 
known.

Some of these factors are likely to be 
of little use for most investors. Others, 
however, may continue to provide 
attractive returns. Many of the latter have 
probably been known about, albeit with 
different labels, for a long time. After all, 
investors were seeking “cheap” stocks 
long before Fama and French appeared 

uu

Rebased to 100 from 1 January 1997. Total active returns compared to MSCI All Country World Index.  
Source: Bloomberg and Schroders, as of 31 December 2015.

FIGURE 3: SAME FACTOR, WILDLY DIFFERENT RESULTS
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in the early 1990s. So even if investment 
flows into “value” factors are new, flows 
to managers seeking to exploit value as 
an idea certainly are not. This is another 
reason to think that such well-known 
factors will probably not be competed 
away.

If a  well-known factor can persist, 
why wouldn’t everyone invest in it? In 
truth, investors have dif ferent goals 
and needs. Consider those saving for 
retirement. Some are at the start of 
their working lives and will not need 
retirement savings for years; others 

are close to retirement, with little 
opportunity to make up for investment 
losses. Suppose a  factor performs 
well in most markets, but does badly 
when prices plunge. This risk may be 
acceptable for young savers, who have 
a  long investment horizon, but older 
investors should avoid it, given the 
possible impact of losses. This points 
younger investors towards factors like 
size and value, and older ones towards 
low volatility and quality.

Similar ly, most contr ibutors to 
defined contribution pension schemes 

CONCLUSIONS 
Factor investing is a powerful tool for managing investments. By breaking down assets into risk 
premia, it can provide greater transparency of portfolio construction and greater control over the 
drivers of risk and return. Dynamic risk premia, such as value or momentum, can diversify the sources 
of return in a portfolio beyond traditional assets. But successful implementation of factor investing 
requires care and skill. Creating a portfolio of dynamic risk premia means sorting those with lasting 
value from those that are ephemeral or illusory, concentrating factor exposure on securities where it 
is rewarded, broadening exposure across asset classes, and staying on the leading edge of financial 
research. Meeting these challenges should enable investors of all types – from the least engaged 
to the most sophisticated – to gain access to new sources of return in the form that best fits their 
investment needs.

probably want relatively straightforward 
investments, implemented cheaply, 
with easily-understood risks. For these 
investors, long-only factor investing is 
a  sensible way to try to provide extra 
return. At the other end of the spectrum, 
sophisticated institutions or family 
offices may be willing to take on more 
opaque risks, particularly if they help 
to diversify their existing portfolio more 
effectively. For those investors, taking 
on intensified factor exposure using 
alternative risk premia may make more  
sense. 

Investment universe is divided into quartiles by size, then each size bucket is further divided into quartiles for a given  
value factor. Value portfolios created by ranking investment universe from highest to lowest based on, respectively, book 
value to price, dividend yield, earnings yield and operating cash flow. Each column represents the difference in performance 
between the 25 % cheapest and the 25 % most expensive stocks in the smallest and largest size buckets for each value 
factor. Data are for July 1997 to June 2015. Source: Schroders.

FIGURE 4: SIZE CAN MAKE A WEIGHTY DIFFERENCE
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Towards the end of the 20th century 
a certain class of workers began 
to feel the consequences of 

globalisation and automation first hand: 
the “simple” working class, often referred 
to as blue collar workers due to the typical 
colour of their professional clothing. So 
did those people whose work could 
easily be done in third world countries 
or even more easily be replaced by 
a machine just have bad luck? This was 
unanimously answered in the affirmative 
by a  technocratic, educated elite and 
opinion across the whole political 
spectrum: education is the panacea for 
the security of one’s own job, which – 
if held by a  well-trained specialist  – 
cannot so easily be outsourced despite 
robotisation, advanced technology and 
the possibilities offered by modern 
communication. For a stable spot in the 
American middle class, all you really 
need is a college degree, a little flexibility 

Of zeros and ones  
and an unconditional basic income

Rise of the Robots by Martin Ford

Once esteemed colleagues, robots are becoming increasingly unassailable 
competitors for workers and employees. They are now more precise,  
more reliable and significantly faster. Such is the inexorable pace of 
technological progress. However, low-skilled workers aren’t the only ones 
affected by the change; even in highly qualified industries, machines are 
already taking on an ever-larger share of the work.

THE BOOK:

Martin Ford: Rise of the Robots  
Technology and the Threat of  
a Jobless Future. 

Published in May 2015 by Basic Books. 
ISBN 978-0465059997.  
The 352-page book is available in 
hardcover for $ 28.99,  
as a paperback for $ 16.99  
and as an mp3 audiobook for $ 14.99 
(RRP each).
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and a  pinch of additional training here 
or there.

However, Martin Ford reveals in Rise 
of the Robots that white collar workers 
failed to consider the factors of time and 
progress. Today, workers with starched 
white collars who have benefited from 
costly training and whose intellectual 
mobility is second to none are no 
longer immune. Lawyers and software 
designers have to stand idly by and 
watch how their well-paid jobs are 
disappearing into thin air as they move 
to India or China at a  fraction of the 
cost. Radiologists are another example: 
these specialists have learned through 
years of training how to detect certain 
deviations from the norm in x-ray images 
and thus to diagnose diseases. But it 
is precisely these  – routine, repetitive 
and predictable  – tasks that can be 
performed by computers much better 
than by humans. This is especially true 

OUR VIEW:

even if Martin Ford has largely excluded the future of healthcare (one just 
has to think of the spread of wearables and the Quantified Self megatrend) or 
military technology, he still draws a concise picture of what the world of work 
and society as a whole will look like in twenty or thirty years. In the summer 
of 2016, a referendum in Switzerland rejected an unconditional basic income, 
but from 2017 onwards Finland will examine whether and how people behave 
differently if they have an additional 560 euro in their bank accounts in an 
extensive “experiment”. The results may be surprising – and that’s not the only 
reason the future remains extremely exciting .. .

[Image credit: PATRICK TEHAN / BAY AREA NEWS GROUP / TNS / DDP]

when artificial intelligence becomes 
self-learning thanks to deep learning 
and is able to make better and better 
prognoses by comparing innumerable 
patterns.

But what will happen when software 
and robots gradually take over the 
working world? Ford points out that it 
will no longer be possible for workers 
to switch from agriculture to industry 
and from industry to services as they 
have in past centuries. Will this produce 
a  technological feudalism in which 
a few human owners of machines stand 
opposite the dispossessed masses? 
Ford doesn’t take it that far, explaining 

that luxury consumption alone cannot 
sustain a  society permanently. For no 
matter how automated or robotised 
it becomes, our economic system 
requires consumers who consume 
and keep the economy running  – but 
there is no income without work and no 
consumption without income. According 
to Ford, this vicious circle is endangering 
our economic system. His proposal to 
solve the problem: the unconditional 
basic income. Ford predicts that a basic 
income will make people more daring 
and innovative  – and thus in the final 
analysis contribute to the bottom line for 
the benefit of all. 

THE AUTHOR:

Martin Ford is the founder of a software company based 
in Silicon Valley. He has worked in the areas of computer 
graphics and software development for over 25 years. 
He has been published in various newspapers and 
magazines, including Fortune, Forbes, Washington Post 
and The Huffington Post. His book, Rise of the Robots, 
made it onto the New York Times bestseller list, has been 
translated into 19 languages and received the prestigious 
Financial Times and McKinsey Business Book of the Year 
Award in 2015.
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A t the start of the twentieth 
century, the expression Grand 
Prix had little connection with 

today’s race series – fewer individual 
drivers or manufacturers competed 
and more entire nations. The same 
was true of the Gordon Bennett 
Cup, an “international constructors’ 
championship” that can be traced back 
to the newspaper publisher, millionaire 
and sportsman of the same name. The 
rules were basically simple yet national: 
all components of a  race vehicle must 
come from the participating country. 
The vehicles could also only be 
piloted by a native driver, who must be 
accompanied by a  mechanic – from 
the same country, of course. To make 
it easier to tell participants’ country of 
origin, varnishes were based on their 
respective flags, which legend has it 
was the idea of Eliot Zborowski, Count 

de Montsaulvain: blue for France, yellow 
varnish for Belgium, Rosso Corsa for 
Italy and white (later silver) for Germany. 
And the Empire? The first competition 
on 14 June 1900 across 568 kilometres 
of public roads from Paris to Lyon took 
place without British participation, and 
was won by Fernand Charron in just 
over nine hours – bringing his country 
the honour that the race would again 
be held in France the following year. 
But in 1901 the cup also took place 
without a  British driver because of 
disqualification. 

The only British vehicle, a  50 HP-
strong racing vehicle made by David 
Napier weighed more than three 
tonnes. And as British-made Dunlop 
tyres might not have been able to take 
this weight, stronger French tyres were 
the only alternative – but clearly against 
the rules.

British Racing Green

British Racing Green. 
Three words that 
immediately make you  
think of Jaguar, Bentley  
or Aston Martin – even if 
you’re not a petrol head. 
The history of this symbolic 
colour stretches back over 
a century. Original among 
colours, there now seem  
to be as many nuances  
as anecdotes surrounding  
this special varnish.
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Allez les Bleus: British pride  
against French dominance
The French were easily able to win the 
second contest, so that it was now 
almost a natural (and arguably historically 
established …) consequence that the 
aspiring nation of drivers, England, felt 
that its pride was wounded. Although it 
was still more than a decade until Aston 
Martin was founded and the first Jaguar 
would be built more than twenty years 
later, a  third victory for the continent 
would have brought endless shame on 
the island’s sportsmen.

David Napier learnt from his mistakes 
and improved the vehicle for 1902 so 
much that it now weighed just a  little 
below a tonne, which British tyres could 
also withstand. But the varnish would 
also have failed, as all English and British 
colours had also now been assigned. 
Although many say that the green of pilot 

Selwyn F. Edge’s vehicle recalled British 
passenger trains of the 19th century, it 
is more likely to have initially been pure 
chance or a personal preference of the 
manufacturer. The vehicle’s pale olive 
colour was simply called Napier Green 
after the factory. It was clearly a  lucky 
colour, as Edge not only won the race 
but was also the sole competitor to 
cross the finish line.

Luck of the Irish
Tradition now had it that the next race 
in 1903 should be held in England, 
because of his victory. But there was 
a major problem. Parliamentary decree 
meant that no motor vehicle could 
travel at more than twelve miles per 
hour, which would de facto have made 
the race illegal across the country. “An 
island is an island,” the organisers may 
have thought – and relocated the next 

edition to Ireland without further ado. 
A gentleman’s agreement between race 
fans there made the legal situation a bit 
more flexible … Ireland was therefore 
for the first time in its history the envied 
mecca of the sporting world, as the 
Leinster Leader newspaper put it in April 
1903.

In homage to the colours of Ireland 
and the Shamrock clover leaf, the 
English Napiers raced in the emerald 
green of the Emerald Isle instead of 
olive. Although Mercedes won this race 
for Germany, since the memorable year 
of 1903, the lush green in all its hues is 
associated with British sports car icons 
such as the DB5 or E-Type. Exactly 
100 years later, in 2003, a  Bentley 
Speed 8 won the 24 Hours of Le Mans, 
incidentally for the last time – and of 
course, befitting its status, in British 
Racing Green. 

The Jaguar E-Type Series 1 of 1961 is today – as a convertible – part of the Museum of Modern Art collection in New York. 
Enzo Ferrari once called the design the most beautiful car that had ever been built. The last model built in 1975 could only  
be in one colour . . . 
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He would have had something in common with them 
too: another Anglo-German family, albeit with slightly 
longer roots in Britain than the Schröders, who had 

settled in London at the turn of the nineteenth century. The 
first Hanoverian king, George I  (1660  – 1727), had arrived 
a little earlier, taking the throne in 1714 and claiming a family 
connection, if somewhat indirect, going back much further. 
Windsor Castle itself had been a royal residence since the time 
of Henry I (1068  – 1135).

The reigning monarch, Queen Victoria (1819  – 1901), had 
become notoriously reclusive since the death of her husband, 
Prince Albert (1819  – 1861), but two of her daughters, Helena 
(1846  – 1923) and Beatrice (1857  – 1944) had homes on the 
Windsor estate in order to act as companions and secretaries 
for their mother. Both princesses had married German princes 
and Helena and her husband, Prince Christian of Schleswig-
Holstein (1831 – 1917), became close friends of John Henry 
and his wife Eveline (1828  – 1900). They were received at 

Castles, Cricket and Accounts:  
A Royal Friendship

When John Henry Schröder (1825  – 1910) 
bought his country house, The Dell,  
next to Windsor Great Park in Surrey in 
1864 he would probably have had some 
inkling of just who his new neighbours  
would be.

MISCELL ANEOUS |  H ISTORY OF SCHRODERS
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very sympathetic to this Anglo-German dilemma and gave 
John Henry permission to combine both titles, resulting in the 
somewhat unconventional styling of ‘Baron Sir John Henry 
Schröder’. In 1900 he was made a Commander of the Victorian 
Order, an award bestowed for personal service to the monarch 
or members of their family. 

Above: The Dell, Englefield Green, Surrey, country estate  
of the Schröder Family from 1864.

1 John Henry Schröder and his royal neighbours:  
2 Princess Beatrice, youngest daughter of Queen Victoria  
3 Prince Heinrich Moritz of Battenberg  4 Princess Helena, 
nicknamed “Lenchen”  5 Prince Christian of Schleswig-
Holstein-Sonderburg-Augustenburg  6 Queen Victoria.

the castle by the royal family, watched cricket matches with 
them in the park, took them on tours of the famous Schroder 
orchid collection in The Dell’s extensive greenhouses and, less 
happily, attended the funeral on the Isle of Wight of Beatrice’s 
husband, Prince Henry of Battenberg (1858  – 1896), who had 
died of malaria whilst on military service in the British army in 
West Africa during the Ashanti war.

John Henry’s particular contribution to these good 
neighbourly relations was his financial skills, holding securities 
on behalf of Helena and Christian and advising on their 
accounts. For this he was made a baronet in 1892, described 
as being “a mark of personal friendship and esteem, and for 
the help he had given to the household on matters of finance 
and accountancy”. John Henry was, however, reluctant to 
relinquish the use of the Prussian baronetcy he had inherited 
from his father, Johann Heinrich Schröder (1784  – 1883), 
granted in 1868 by King William I of Prussia (1797  – 1888) in 
recognition of his philanthropic work. Queen Victoria was 
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Important information. For professional investors or advisers only. *Source: Schroders, as at 31 October 2016. 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 back the amount originally 
invested. Issued in April 2016 by Schroder Investment Management Limited, 31 Gresham Street, London EC2V 7QA. Registered number 1893220 
England. Authorised and regulated by the Financial Conduct Authority. w48772

virtuoso range
Access our growing

In today’s volatile times, building 
robust, diversified portfolios is as 
important as ever.
Schroder GAIA offers investors access to 
leading hedge fund managers from around the 
world within a UCITS framework. Our suite of 
funds spans a diverse range of asset classes 
and strategies, including:

 – Equity & credit long/short 

 – Trend-following

 – Event-driven   

 – Catastrophe bonds

With $4bn* already invested, our specialist 
in-house manager solutions team is constantly  
on the hunt for the most compelling hedge  
fund strategies.

To find out more, visit www.schroders.com/gaia
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Important Information
This document does not constitute an offer to anyone, or a solicitation by anyone, to subscribe for shares of Schroder International Selection Fund and 
Schroder GAIA (the “Companies”). 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 Companies can only be made on the basis of their 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 Companies 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 in this document have been taken from various sources.
This document is issued by Schroders Denmark, Store Strandstræde 21, 2nd Floor, DK-1255 Copenhagen. For your security, communications may 
be taped or monitored.

Third Party Data Disclaimer 

Third party data is owned or licensed by the data provider and may not be reproduced or extracted and used for any other purpose without the data 
provider’s consent. Third party data is provided without any warranties of any kind. The data provider and issuer of the document shall have no liability 
in connection with the third party data. The Prospectus and/or www.schroders.com contains additional disclaimers which apply to the third party data.
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Who we are

Visiting Addresses

Store Strandstræde 21, 2nd
DK-1255 Copenhagen K
Phone: +45 3315 1822
Fax: +45 3315 0650
www.schroders.com/nordics

Sveavägen 9, 15th
SE-111 57 Stockholm
Phone: +46 8 678 40 10
Fax: +46 8 678 44 10
www.schroders.com/nordics

Ketil Petersen
Country Head Nordic Region
Direct phone: +45 3373 4899 
Mobile: +45 5120 8079
Email: ketil.petersen@schroders.com

Marianne Pedersen
Business Manager
Direct phone: +45 3315 1822 
Email: marianne.pedersen@schroders.com

Lars K. Jelgren
Head of Intermediary Sales, Nordic
Direct phone: +45 3373 4891 
Mobile: +45 2212 8822
Email: lars.jelgren@schroders.com

Senait Asgede
Institutional Sales
Direct phone: +46 8 545 13665
Email: senait.asgede@schroders.com

Victor Rozental
Intermediary Sales
Direct phone: +46 8 545 136 62 
Mobile: +46 70 853 1922
Email: victor.rozental@schroders.com

Britt Larsen
Client Executive
Direct phone: +45 3373 4892
Email: britt.larsen@schroders.com
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Intermediary Sales
Direct phone: +45 3373 4890
Mobile: +46 70 595 22 70
Email: anders.nilsson@schroders.com

Lykke Jensen
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Direct phone: +45 3373 4898 
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What do your clients’ income plans look like?  
Are the solutions they have in place enough?  

With Schroders incomeIQ, you will guide your clients through 
their income goals, attitudes to risk and behavioural biases that 
impact their investment decisions. You can then explore the most 
appropriate investment solutions available. 

For over 200 years, we have serviced our clients’ needs  
and continue to do so today with a comprehensive range  
of income solutions. 

Help your clients become empowered investors today –  
www.schroders.com/incomeiq

Empowering your clients through intelligence
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