
 

 

 

 
 

News Release 

Investing in the New World:  
Finding Returns in #TheZero 

30 June 2021 

Investors won’t be able to rely on investment strategies that have worked to generate their income and 
returns over the past decade. With traditional fixed income investments now yielding close to zero, investors 
are forced to move further along the risk curve to generate returns, which in turn has become very challenging 
for their risk appetites.  

On day two of Schroders’ flagship investment conference for clients in the Asia Pacific region#, Chris Durack, 
Co-Head Asia Pacific, Schroders, led a panel of investment professionals that discussed what portfolio 
construction might look like going forward and the different  levers investors can pull in #TheZero 
environment, including investing in private markets, looking deeper into fast growing and changing sectors 
such as energy transition and healthcare innovation, and looking at opportunities in emerging markets such as 
China. 

With the traditional 60/40 investment portfolio strategy now creating more questions than answers, how can 
investors structure portfolios to achieve a balance between growth and safety in the current environment? 

Simon Doyle, Head of Fixed Income & Multi-Asset Australia, Schroders, commented 

“What we are seeing now is a significant degree of innovation in the way multi-asset portfolios are constructed, which 
includes adding a broader range of assets such as private assets and looking broader and deeper into credit markets.  

“For instance, fixed income as an asset class is incredibly broad, from sovereign bonds through to credit, investment 
grade credit through to lower quality companies, through into private markets, through into different forms of 
commercial lending. Investors should utilise that breadth and go deeper to find pockets of value. None of these by 
themselves is the solution, but looking at a number of them as part of a solution for portfolios can be quite powerful 
in generating returns and income.” 

Julie Koo, Managing Director, Head of Citi Investment Management Sales, Asia Pacific, commented: 

“We came into the start of this year really advising our clients to think about the challenges in traditional fixed income 
markets and encouraging them to think about other sources of income including equity dividends and alternatives. 
China is one area to think about. The country is a US$15 trillion bond market and second largest in the world, and it 
accounts for 50% of bonds globally that are yielding more than 2.5%. With the opening of the Bond Connect 
programme and the inclusion of China bonds into some of the global indices in recent years, we have seen more 
international investors finding their way to that market. In 2020, we saw about US$200 billion flow into China’s bond 
market, and we expect this to continue to grow. China’s bond market is definitely too big to ignore.” 

Mike Nikou, Global Partner, Antler, commented: 

“We're seeing investors allocating a larger portion of their portfolio to non-traditional asset classes, and I think that 
will continue in the foreseeable future. For example, about five years ago, US$30 billion worth of assets was flowing 
into venture capital funds, and that has almost tripled in the last three to four years. This is a strong indication that 
investors are not only talking about private assets, but they are executing on that strategy. 
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“What is important with private assets is that investors can access some of the most innovative technology companies 
that are being built today at good valuation, and that is because companies are staying private for much longer. 
What is interesting is that 20 years ago, there were 7,000 listed companies in the US and that number now is less than 
4,500. That’s almost a 40% reduction of listed companies. So if investors want to get access to a certain sector or a 
certain type of company, they will most likely need to allocate to private assets.” 

“However, I do think it is important for investors to conduct due diligence and screening before taking a decision on 
private assets, because, for instance, the dispersion of returns between the first quartile and fourth quartile can be 
huge. Selecting the right fund managers to manage this part of the asset class can help investors achieve the 
illiquidity premium on private market investments.” 

Simon Doyle added: 

"There are opportunities in private markets from both a growth perspective and an income perspective. One of the 
key questions to ask is what is your tolerance for illiquidity, and the other is what do you want that exposure in 
private markets to do – is it to generate returns or is if for income? There is a cost to every benefit that you get 
through these markets, but clearly, part of a well-diversified portfolio is a well thought through exposure to private 
markets.” 

Julie Koo said: 

“The return potential from private markets is out there, but finding that potential can be tricky for individual 
investors. The principle of getting the full benefit of private markets is really making that allocation and staying 
invested. That is why we spend a lot of time guiding our clients through this process, helping them build access to 
private markets to achieve the returns they are looking for.” 

Looking at investment opportunities in the years to come, all panelists agreed that thematics is a core 
investment focus. 

Julie Koo commented: 

“We see several key themes offering growth opportunities for investors. One is around digitization, and we're getting 
more fine-tuned about it and thinking through what is going to drive the next leg of growth for technology, which we 
believe is data. With the roll out of 5G, there will be even more data out there that needs to be housed and stored. 
Another theme is energy transition, and we expect more private companies will be looking at ways that they can 
transform their own businesses to contribute to government’s net zero targets.”  

Simon Doyle added: 

“A key area to look at is the wider industry sectors that will benefit from disruptive trends or technologies, rather than 
the companies that’s causing them. For example, in the 1800 gold rush in Australia, more money was made from 
selling shovels and picks rather than the actual digging for gold. However, investors need to be mindful that a lot of 
the growth sectors already have optimistic future growth priced in, and many of these companies will need to grow 
into their valuations.” 

Mike Nikou added: 

“That is why we believe now is a good time for investors to allocate portions of their portfolio to venture capital. Some 
of today's tech startups could be global giants of tomorrow. By investing in venture funds, investors can get access to 
private companies that are in early growth stage where valuations are low, as well as access to some of the pre-IPO 
growth stories. From a portfolio construction perspective, venture capital is a good diversifier as it has a relatively low 
correlation to public markets.” 

 



Page 3 of 4   

#On 29 and 30 June 2021, Schroders engaged financial industry professionals and business leaders at its 
flagship investment conference for clients across Asia Pacific to discuss the potential levers investors can pull 
to drive sustainable investments in #TheZero environment – whether it is in the interest rate policy, return on 
traditional income investments, the rising urgency to reach net zero emissions, or in a world where zero action 
means zero results.  
 
A diverse line-up of thought leaders discussed a range of topics, from the role that policy makers and 
investment managers play, to exploring new investment themes and solutions that have opened up for 
investors in the dynamic age of #TheZero, with a particular focus on private markets, income investing, China, 
thematic investing, energy transition and climate change. 
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About Schroders 

As a global active asset manager, the way we direct capital not only shapes the financial returns we achieve for 
our clients but also the impact that the companies in which we invest on their behalf might have on society. 
The relationship between these two outcomes has rapidly evolved as we see a fundamental shift in how 
companies are viewed and valued. Understanding the impact that they can have on society and the planet is 
crucial in assessing their ability to deliver risk-adjusted profits. 

Our ongoing success is built on a history of experience and expertise, whereby we partner with our clients to 
construct innovative products and solutions across our five business areas consisting of Private Assets & 
Alternatives, Solutions, Mutual Funds, Institutional and Wealth Management and invest in a wide range of 
assets and geographies. By combining our commitment to active management and focus on sustainability, our 
strategic capabilities are designed to deliver positive outcomes for our clients.  

We are responsible for £574.4 billion (€641.7 billion/$785.1 billion)* assets of our clients, managed locally by 42 
investment teams worldwide. As a global business with over 5,500 talented staff across 37 locations, we are 
able to stay close to our clients and understand their needs. We have over 200 years of experience in 
investment and innovation  

Further information about Schroders can be found at www.schroders.com.hk.  

*as at 31 December 2020 
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Important Information  
Any security(s) mentioned above is for illustrative purpose only, not a recommendation to invest or divest. 
This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The views and 
opinions contained herein are those of the author(s), and do not necessarily represent views expressed or reflected in other Schroders 
communications, strategies or funds. The material is not intended to provide, and should not be relied on for investment advice or 
recommendation.  Opinions stated are matters of judgment, which may change. Information herein is believed to be reliable, but Schroder 
Investment Management (Hong Kong) Limited does not warrant its completeness or accuracy. 
Investment involves risks. Past performance and any forecasts are not necessarily a guide to future or likely performance. You should 
remember that the value of investments can go down as well as up and is not guaranteed. Exchange rate changes may cause the value of 
the overseas investments to rise or fall. For risks associated with investment in securities in emerging and less developed markets, please 
refer to the relevant offering document. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of 
investment products. Potential investors should be aware that such investments involve market risk and should be regarded as long-term 
investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
This material, including the website, has not been reviewed by the SFC. Issued by Schroder Investment Management (Hong Kong) Limited. 
 
Schroder Investment Management (Hong Kong) Limited  
Level 33, Two Pacific Place, 88 Queensway, Hong Kong 
www.schroders.com.hk 

https://protect-eu.mimecast.com/s/dUuuCP7wZFZ9YjYt0syKT?domain=schroders.com.hk

