
Summary

The Schroder Commodities strategy’s 
objective is to give investors a diversified 
exposure to commodities, through 
investment in commodity futures and 
commodity-related equities. The Strategy 
is actively managed on a long-only 

and unleveraged basis by a dedicated 
team based in London. The investment 
opportunity set includes more than 60 
commodities traded on a wide variety of 
exchanges around the world. 

Firm highlights

 Ȃ Founded in 1804, with a strong family 
presence to this day

 Ȃ Asset management is our main business
 Ȃ Over 700 investment professionals 

worldwide

 Ȃ Truly global reach: based in London, with 
offices in 30 countries

 Ȃ Expertise in Fixed Income, Equities, 
Multi-Asset, Solutions, and Alternatives

Team highlights

 Ȃ Team manages over $1.5 billion in assets 
across various commodity portfolios

 Ȃ Highly focused, dedicated team of 
commodity specialists based in London, 
which consists of seven key investment 
professionals. The head of the Team has 

over 23 years of investment experience
 Ȃ Schroders have well-established 

and expansive in-house resources, 
particularly in the energy sector and 
metals sectors

Key features

 Ȃ Research driven, actively managed
 Ȃ Long only, no leverage
 Ȃ Index unconstrained
 Ȃ Strong track record
 Ȃ Run by a dedicated and experienced 

Commodity Team

 Ȃ Invests in futures, equities, swaps and 
cash

 Ȃ Equal emphasis on agriculture, energy 
and metals

 Ȃ Diversified approach

Investment philosophy

We believe that asset prices fluctuate 
as a result of the interplay of changing 
economic fundamentals and investor 
perceptions. In addition, the Team’s 
unique and multifaceted research process, 
consistently applied, gives it a superior 
ability to identify and actively invest in 
commodity investments that offer high 

potential returns. Critically, the freedom 
and flexibility to avoid poorly performing 
commodities should, as it has been in the 
past, be both a contributor to performance 
as well as offer the ability to focus on 
attractive opportunities. 
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Investment process

Our investment process makes a 
distinction between Market Analysis, which 
encompasses identification of trends and 
resulting opportunities, and Portfolio 
Construction. 

Global conditions for commodities are 
discussed quarterly. A broad investment 
framework covering major themes in the 
market is then created encompassing the 
following: Global and sectoral outlooks 
(Energy, Metals and Agriculture), as well 
as Quantitative, Sentiment and Technical 
analysis).

Investment objectives

The strategy aims to give investors a 
diversified exposure to commodities, 
through investment in commodity 
derivatives and commodity-related 
equities. Although index unconstrained, 
this is a beta or beta plus product with 
the return objective of outperforming 
the average of the four main commodity 
indices,1 with lower volatility. 

(Indices include: S&P Goldman Sachs 
Commodity Total Return Index, the 
Bloomberg Commodity Index, the 
Commodity Research Bureau’s Thomson 
Reuters/Jeffries CRB Total Return Index and 
the Rogers International Commodity Index 
Total).

1There can be no guarantee that any investor objective or 
outcome will be achieved.

Source: Schroders.
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Commodity analysis forms the core of our 
investment process. Major commodities 
are reviewed once a year, minor ones less 
frequently. The investment team meets  
on a weekly basis to review the global 
commodity markets. Any potential changes 
to strategy and allocation are discussed 
at these meetings. Individual commodity 
analysis is discussed in depth at these 
meetings using fundamental, quantitative, 
sentiment and technical analysis.

Fundamental analysis involves the relevant 
analyst producing a detailed report on  
the commodity under discussion. This 
is summarized in a report which covers 
Supply, Demand, Supply/ Demand Balances 

and sets out three and 12 month price 
forecasts for the commodity together 
with an anticipated 12 month price range. 
Quantitative analysis is derived from the 
production of commodity risk models 
and seasonality studies. The commodity 
quantitative models use price, supply, 
demand and inventory data to score and 
rank commodities based on 5 key factors. 
We make extensive use of chart analysis: 
the volatile and frequently momentum-
driven nature of many commodities 
markets makes both long- and short-term 
chart analysis of price patterns a valuable 
tool. Chart Analysis is particularly useful in 
supporting good decisions on timing and 
aggressiveness of positioning. 
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Investment process (continued)

Sentiment Analysis attempts to discover 
how other market participants are 
positioned and/or are likely to change their 
positions in the future. Accurate readings 
can support our own assessment of risk/
opportunity in markets. 
During our analysis, we develop 3-12 month 
price forecasts for commodity markets.  
In order to aid investment decision making, 
the team maintain a scorecard for all 
commodities and their respective markets 

in our universe, thus enabling the Team to 
rank opportunities based on the output 
from our investment process. Using the 
liquidity based diversification rules, the 
portfolio is built on a bottom up basis.
Once constructed, the portfolio is 
continuously monitored and adjusted as 
commodities with expected superior risk/
return profiles are added to the portfolio, 
replacing those whose profiles have 
become less favorable. 

Why Schroders for Commodities?

Schroders recommends an active, fundamentally, long-only, index unconstrained 
approach to commodity management for the following reasons:

 Ȃ Wider Opportunity Set. The CRB 
Yearbook lists over 100 different 
commodities which is 3-5 times as many 
as contained in the mainstream indices. 
The Schroders universe is comprised 
of 64 commodities (2-3 times as many 
as contained in the indices). A wider 
opportunity set means more investment 
opportunities and just as importantly, 
allows the manager to construct a more 
diversified and thus potentially less 
volatile portfolio.

 Ȃ Commodity Selection. Correlation 
between commodities can be very low 
(indeed it is often negative). Thus active 
managers can “rotate” exposure from 
one commodity to the next as each 
assumes and then abandons its price 
leadership role.

 Ȃ Index Unconstrained. As an index 
unconstrained active manager, 
Schroders does not have to own a 
commodity simply because of its 
representation in an index. Individual 
commodity prices have proven to 
be cyclical and volatile and avoiding 
downside volatility by not holding a 
particular commodity can add alpha 
and just as importantly, reduce overall 
portfolio volatility.

 Ȃ Exposure to Equities. The mainstream 
indices are futures-based while 
exposure to many commodities can only 
be obtained through the equity market. 
An active manager with a constructive 
view on such a commodity can identify 
and purchase shares in companies 
that have highly focused exposure to 
the underlying commodity price. One 
example of this would be tea where 
exposure could be obtained through the 
purchase of the shares of companies 
that own tea plantations.

 Ȃ Global Exchange Choice. While one 
often thinks of commodities as being 
globally homogeneous, there do exist 
regional pricing differences that can be 
exploited by an active manager whose 
opportunity set is not constrained 
by the US-centric construction of the 
mainstream indices. For example, corn 
prices on Euronext in Paris may be 
significantly different from corn prices 
in the US.

 Ȃ Contract Choice. Typically, the 
mainstream indices “roll” the near 
contract on a monthly basis. The active 
manager is able to look at the entire 
term structure of the futures curve 
in order to optimally position the 
portfolio to a) try to maximize roll yield 
(or minimize negative roll yield) or b) 
express investment views on specific 
periods of future production (i.e., 
avoiding this year’s cotton crop in favor 
of exposure to next year’s crop).

 Ȃ Use of Cash. The indices must remain 
“fully invested”. An active manager can 
sit on the sideline in certain markets 
until analyses indicates an appropriate 
entry point.
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Rigorous risk management

The investment team has rigorous risk 
controls in place with strict limits on the 
maximum exposure to any commodity 
as well as sector, instrument and cash 
limits. Cash positions are actively managed 
and solely invested in Treasury bills with 

less than one months maturity. This is in 
contrast to most indexed futures funds 
where the cash collateral, which amounts to 
90% of the Fund, frequently has exposure 
to both duration and credit risk.

Risk disclosures

Commodities investment carries significant 
risks and should only be considered by 
sophisticated investors who understand 
the nature of these risks. The strategy will 
invest principally in commodity-related 
derivative instruments, including exchange 
futures and over the counter swaps on 
commodities, futures on commodity 
indices, option contracts, options on 
futures contracts, and structured notes. 

Investments in commodity-linked derivative 
instruments may subject the strategy 
to greater volatility than investments in 
traditional securities. Indirect investment 
in commodities may cause the strategy 
to face market risk from the value of the 
underlying asset together with geopolitical, 
supply, currency exchange rate and interest 
rate risks. 

Important information: The views and opinions herein are those of Schroders’ investment professionals, and are subject to change over time. 
This document does not constitute an offer to sell or any solicitation of any offer to buy securities or any other instrument described in this document. The 
information and opinions contained in this document have been obtained from sources we consider to be reliable. No responsibility can be accepted for errors 
of facts obtained from third parties. Reliance should not be placed on the views and information in the document when making individual investment and/
or strategic decisions. Schroders has expressed its own views and opinions in this document and these may change. Past performance is no guarantee of 
future results. The value of investments can go down as well as up and is not guaranteed. Sectors/securities illustrate examples of types of sectors/securities 
in which the strategy invested and may not be representative of the strategy’s current or future investments. Portfolio sectors/securities and allocations are 
subject to change at any time and should not be viewed as a recommendation to buy/sell. The opinions stated in this document include some forecasted 
views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently know. However, there is 
no guarantee that any forecasts or opinions will be realized. Schroder Investment Management North America Inc. (SIMNA Inc.) is registered as an investment 
adviser with the US Securities and Exchange Commission and as a Portfolio Manager with the securities regulatory authorities in Alberta, British Columbia, 
Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan. It provides asset management products and services to clients in the United States and Canada. 
Schroder Fund Advisors LLC (SFA) markets certain investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned subsidiary of 
SIMNA Inc. and is registered as a limited purpose broker-dealer with the Financial Industry Regulatory Authority and as an Exempt Market Dealer with the 
securities regulatory authorities in Alberta, British Columbia, Manitoba, New Brunswick, Nova Scotia, Ontario, Quebec and Saskatchewan. This document 
does not purport to provide investment advice and the information contained in this material is for informational purposes and not to engage in a trading 
activities. It does not purport to describe the business or affairs of any issuer and is not being provided for delivery to or review by any prospective purchaser 
so as to assist the prospective purchaser to make an investment decision in respect of securities being sold in a distribution. SIMNA Inc. and SFA are indirect, 
wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock Exchange. The Schroders ILS strategy is managed 
by employees of Schroder Investment Management (Switzerland) AG who are associated with the strategy’s sub-adviser, Schroder Investment Management 
North America Ltd,  Secquaero Advisors AG (Secquaero), a Zurich-based investment firm in which Schroders plc has a majority ownership stake, provides 
non-discretionary advice to the portfolio managers. Further information about Schroders can be found at www.schroders.com/us or www.schroders.com/ca. 
Schroder Investment Management North America Inc. 7 Bryant Park, New York, NY, 10018-3706, (212) 641-3800. 
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