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How has the fund performed  
since inception?
Since launch in March 2012, the fund has 
outperformed the index by 2.7%, returning 
4.5% (C Accumulation shares) versus an 
index return of 1.8%1. As we would expect, 
stock selection has been the primary driver  
of those returns and we have made money  
in most sectors and across most countries.  
In other words, the sources of performance 
have been well diversified – it hasn’t just  
been about doing well in a couple of parts  
of the market.

What is the team’s experience  
in emerging markets?
The team’s emerging markets experience 
stretches back to 2004 when we started 
investing in the asset class through our global 
strategies. We already managed around $2.8 
billion in emerging markets through these 
unconstrained global products prior to the 
launch of the standalone strategy in March 
2012. Today the team manages in excess of 
$3.6 billion in the dedicated emerging 
markets strategy for clients globally.

What are you looking for when it  
comes to picking stocks?
This is a blend approach – by that I mean we 
are investing in stocks on the basis of both 
valuations and business quality. When it 
comes to value, we employ a range of 
strategies including dividends, cash flow, 
sales and assets. In terms of quality we are 
thinking about a business’s profitability, its 
stability and its financial strength. The great 

thing about combining value and quality 
opportunities is that the two strategies tend to 
perform at different points in the investment 
cycle. So, when value stocks are 
underperforming – such as during times of 
heightened risk aversion – quality companies 
tend to outperform.

Do you have a market cap bias?
This is an all-cap strategy. We invest right 
across the market capitalisation range, from 
the biggest companies in the market to the 
smallest. However, our focus on valuations 
and our approach to stock weighting –  
which is based on company fundamentals  
as opposed to size – does tend naturally to 
result in a portfolio that is significantly 
underweight mega-cap companies relative  
to the index and that is overweight mid and 
small caps.

What are the limitations of basing 
portfolio construction on the index?
MSCI Emerging Markets is a very 
concentrated index, dominated by a narrow 
range of sectors – predominantly financials, 
technology and resources – and countries. 
There are also a number of more thematic 
pockets of concentration – Chinese financials, 
for example, represent 7% of the index and 
Korean technology around 6% (and most of 
this is represented by just one stock – 
Samsung). By contrast, areas of the market 
where we might expect to find the likely 
winners of the future – such as healthcare – 
are very lowly weighted.

As a result, we believe there is a clear 
opportunity for active managers to add  
value against an index which we believe is 
both narrow and, to a large extent,  
backward-looking.

 *Schroder International Selection Fund is referred to as Schroder ISF throughout this document.  
1 Performance of C Accumulation shares (net of fees) in USD from 29 March 2012 to 31 March 2015.

Schroder ISF* QEP Global Emerging Markets 
The fund is celebrating its three-year anniversary 
and has delivered strong performance since launch.  
We spoke to Justin Abercrombie, Head of QEP 
Investment Team, to discover more about the 
team’s unique approach to investing. 
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Source: Schroders, as at 31 March 2015.
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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 (the 
“Company”). 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 Company can 
only be made on the basis of its 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 Company 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. Schroders has expressed its own views and opinions in this document and these may change. This 
document is issued by Schroder Investment Management Ltd., 31, Gresham Street, EC2V 7QA, who is authorised and regulated by the Financial Conduct Authority. For your 
security, all telephone calls are recorded. Risk Considerations: The capital is not guaranteed. Investments denominated in a currency other than that of the share-class may not 
be hedged. The market movements between those currencies will impact the share-class. Investments in small companies can be difficult to sell quickly which may affect the value 
of the fund and, in extreme market conditions, its ability to meet redemption requests upon demand. The fund will not hedge its market risk in a down cycle. The value of the fund 
will move similarly to the markets. Emerging equity markets may be more volatile than equity markets of well established economies. Investments into foreign currencies entail 
exchange risks. 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. w46801

Fund Manager Biography

Justin Abercrombie, Head of QEP Investment Team
Justin joined Schroders in 1996, was a founding member of the QEP Investment Team and led development of the team and product 
range. He is the lead fund manager on all the team’s strategies. Justin has over 20 years’ investment experience and prior to joining 
Schroders he developed currency, bond and equity strategies at quantitative fund manager Pareto Partners. He holds a Degree in 
Business Economics from the University of Reading and an MSc in Econometrics.

And what role does country  
allocation play?
Countries are important, particularly when it 
comes to investing in emerging markets.  
For many years, our process has incorporated 
the use of a proprietary country risk model. 
This evaluates five types of risk – currency 
valuation, currency creditability, credit risk, 
growth prospects and political/ ESG 
(environment, social and governance) – and 
awards each country an overall risk ranking 
on this basis. This helps us to monitor and, 
when necessary, manage risks that may arise 
as a result of our fundamental process.

When we like a market from a fundamental 
perspective but it scores relatively poorly  
in our country risk model, particularly on 
exchange rate risk, we may choose to hedge 
some, or all, of the active currency exposure.

Source: Schroders, 31 March 2015. 1Target performance is gross of fees relative to the MSCI Emerging Markets Index. 2Assets as at 31 March 2015.

Key Features

Performance target1 +3% p.a. 

Active share  Typically > 70% 

Number of stocks 300+

Tracking error (not targeted) 3-5%

Fund assets2 $707 million

Inception date 29 March 2012

Source: Schroders, as at 31 March 2015. All fund performance data are on an NAV to NAV basis, net income reinvested.

Net returns in USD % Year to date 2014 2013 2012  (March-Dec) Since inception

Schroder ISF QEP Global Emerging Markets 
(C Acc)

-0.4 -1.1 0.4 5.7 4.5

MSCI Emerging Markets (NDR) 2.2 -2.2 -2.6 4.5 1.8

Relative performance -2.7 1.1 3.0 1.2 2.7

About the QEP Investment Team

Established in 1996, Schroders’ QEP Investment Team, led by Justin Abercrombie, has been managing money for clients since 2000 and 
has a proven performance track record across its innovative range of equity strategies. With 30 experienced members of staff located in 
London, New York and Sydney, the team now manages in excess of $45 billion (as at 31 December 2014) for clients, including pension 
funds, sovereign wealth funds and insurance companies, all over the world.

The fund has outperformed the 
benchmark since launch;  
how has that been achieved?
The main driver of outperformance since 
inception has been stock selection. 
Encouragingly, the sources of returns have 
been well-diversified both by country and by 
sector. At sector level, financials, healthcare, 
energy, industrials, consumer discretionary 
and telecommunications have all been 
important sources of outperformance. By 
region, stock selection in Asia has led. 

How is the fund currently positioned?
Within EMEA (Europe, Middle East, Africa),  
we retain a strong preference for South Africa 
across most sectors. Within Latin America we 
prefer Brazil, particularly mining, utilities and 
consumer stocks; Mexico is our least 
favoured market in the region as stocks there 

continue to look expensive. Within Asia,  
we have a low allocation to Chinese financials 
but we do like Chinese healthcare stocks and 
have a reasonable exposure to consumer 
discretionary stocks, particularly autos.  We 
also find autos stocks attractive in Korea 
although we have struggled to find 
opportunities within this market outside of the 
consumer discretionary sector.  Elsewhere in 
Asia, we are overweight Thailand (particularly 
energy, technology and telecoms stocks)  
and Indonesia (construction materials and 
machinery stocks). 


