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Introduction 

The property multi-manager investment model is now well into its teens. At Schroders we took on 
our first client in 1998. Like most teenagers the model has had to cope with growth spurts as well as 
growing pains: the worst economic downturn in living memory, a 45% peak to trough decline in 
commercial property valuations and more recently the threat of eurozone break up. Despite these 
challenges the model has endured and grown successfully to become a core component of our 
property businesses. This note explains how. 
 

The case for UK property multi-manager (UKPMM) 

Investing with a property multi-manager service should provide three key benefits: consistent total 
returns through diversification and active portfolio management; access to opportunities which would 
otherwise not be available; and the outsourcing of administration and governance of the underlying 
investments. So 15 years on how have we fared? 
 

Providing consistent returns through active portfolio management 

The total returns of Schroders UK multi-manager accounts have proved to be more consistent than 
those of the balanced funds included in the AREF/IPD UK Quarterly Property Fund Index (“the 
Index”). To illustrate this, the chart below compares the range of returns delivered by balanced funds 
in the Index with the best and worst performing multi-manager mandates across Schroders 30+ 
accounts. Taking the past year as an example, an investor might have chosen the best performing 
balanced fund and achieved 10% total returns. Then again they may have selected the worst 
performing fund and received -10% total returns. In comparison, for multi-manager investors a more 
consistent range of performance has been delivered, and this pattern has held over all time periods.  
 
This is a result we should expect. One of the key characteristics of a multi-manager portfolio is 
diversification, not just in the breadth of underlying assets afforded but also of the managers and 
investment houses which drive the performance of those assets. A good multi-manager should be 
able to avoid the worst performing funds, and at the very least only have part of his portfolio 
exposed. The extremes of performance should therefore be avoided. 
 

Figure 1: UKPMM, track record – range of portfolio total returns 
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Source: Schroders, AREF/IPD UK Quarterly Property Fund Index at June 2013 
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Greater consistency of returns through diversification is one thing but can multi-managers add value 
over and above the fees they charge? In the chart below we have shown the entire total return 
history of Schroders UK Property Multi Manager investments net of all management fees since the 
inception of our multi-manager business (black line). This is compared with the performance of the 
index and the best and worst performing funds within the index over the same time period. It shows 
that in addition to avoiding the extremes of performance provided by the best and worst performing 
balanced funds, the UK multi-manager investments have also outperformed net of fees. 
 
Figure 2: UKPMM, index of total returns net of all fees 
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Source: Schroders, AREF/IPD UK Quarterly Property Fund Index at June 2013 
Notes: UKPMM returns is a composite index of the performance of the UK investments of all Schroder multi-manager clients weighted by 
assets under management and net of management fees. Index returns are those calculated by AREF/IPD adjusted for purchase of units in 
December 1999 at offer price. 
 

So how has this been achieved? A multi-manager adds value in two ways: selecting outperforming 
property funds and positioning the portfolio towards the best performing property sectors (and away 
from the worst).  

Selecting the best property funds 

The table below shows that most property fund managers have peaks and troughs through a cycle. 
Since June 1999 eleven of the largest fifteen balanced funds have claimed the title of best 
performing property fund over a twelve month period. However, nine of the same fifteen funds have 
also had the less favourable accolade of being the worst. Of course this analysis also has an 
element of survivor bias as some of the balanced funds which have performed particularly poorly are 
no longer in the index. One balanced fund is no substitute for another – each has its own unique 
assets and investment characteristics. A successful multi-manager should understand this and be 
able to assess which fund is likely to outperform at a given point in the property cycle, managing 
allocations within his portfolio accordingly. 
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Figure 3: Wide ranges of returns from UK balanced funds 
 

 

Source: Schroders; AREF/IPD UK Quarterly Property Fund Index, at June 2013 

Notes: The table shows the largest 15 funds in the AREF/IPD Quarterly Property Fund Index - All Balanced Funds sample (‘Index’) at end 
June 2013. A fund’s rank is determined by its annual total return for a given year compared with the 15 largest funds in the Index at the 
end of that year. The Average Rank is the mean average of each fund’s rank over the past 15 years or since its inception if sooner. 

Achieving best pricing 

Selecting the right funds is only part of the added value process, the price achieved on purchase or 
sale is also crucial. Property is an expensive asset to trade. The offer price of a balanced property 
fund is typically 4-5% above its net asset value price. Those investors with the ability to access their 
favoured funds on the secondary market – i.e. buying or selling units directly with other investors in 
the fund – can add value to the performance of their portfolios by achieving best pricing. 
 

We have transacted almost £1 billion of secondary market trades over the past three and a half 
years alone, which has represented on average over 40% of total investment turnover (see chart 
below). We estimate that the pricing achieved on these sales has on average added 0.1% to the 
annual performance of our clients’ portfolios compared with the performance of the accounts if 
acquisitions were undertaken at valuation price. Moreover, if the secondary market had not been 
utilised and trades were undertaken at the full spread client returns would likely have been diluted 
not improved.  
 

Figure 4: Volume of secondary market trading and % turnover 
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Source: Schroders, at June 2013 
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Picking the right sectors 

Sector exposure is also an important source of added value. By manipulating the sector profile of a 
portfolio a multi-manager should be able to position it towards those sectors of the market which are 
expected to outperform and away from those which aren’t. This part of the investment process – the 
‘top down’ approach - is generally research driven and is part of most property fund’s investment 
process. However, for multi-managers the ability to use a secondary market for units in funds 
provides an additional tool with which these sector positions can be controlled. 

 

At Schroders we have been back-testing the accuracy of our ‘top down’ house view for over ten 
years (see chart below). On average we estimate that getting the sector calls right for our portfolios 
has added over 0.2% to performance per year.  
 

Figure 5: Schroder house view – back test 
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Source: Schroders, at December 2012 
 

Accessing opportunities which would otherwise not be available 

Access to the best investment opportunities is imperative. Sometimes, the best funds are closed to 
new equity or the pricing on the secondary market is too high. At other times, investors may wish to 
follow a particular strategy – to avoid leverage for example or to invest in up and coming alternative 
property sectors – for which a suitable fund may not exist. In these circumstances, those  
multi-manager houses with sufficient scale can provide their clients access to these strategies by 
structuring bespoke funds with specialist third-party investment advisers acting on their behalf.  
 
When structured correctly, the advantage of a bespoke fund solution is that an investor can benefit 
from the specialist expertise of a third-party investment manager to deliver a particular investment 
strategy while using the low marginal cost of their investment manager to structure and administer a 
special purpose vehicle through which the investments are made. This structure can also be set up 
with modern, institutional grade governance and risk management controls which the multi-manager 
can tailor and oversee on behalf of his clients.  
 
Since 2010 our UK multi-manager team has structured four bespoke funds, allocating over £200 
million of client equity. All of these funds have been structured with specialist third party advisers, 
focusing on niche areas of the market and operating within Schroders group governance and risk 
management controls. 
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Outsourcing administration and governance 

The time and resource required to administer investments in property funds should not be  
underestimated. In the 12 months to end June 2013 our UK multi-manager team has voted on 16 
different EGMs, each of which has required thorough analysis and due diligence prior to a vote 
being cast. An advantage of investing with a multi-manager service is that the due diligence and 
administration required for these votes, and the time and costs associated with their execution can 
be outsourced.  
 
Importantly, investing with a large multi-manager house can also ensure that an investor’s influence 
over key decisions regarding the management of the fund is leveraged as multi-managers often 
have seats on advisory committees or have more meaningful stakes in aggregate in funds with 
which to manage their influence. Having a bigger say at the negotiating table can be helpful when 
fund managers are looking to change key terms of the fund such as management fees or 
redemption procedures. 

 

Conclusions 

The property multi-manager investment model has grown up during a time of unprecedented 
economic and investment market turmoil. Despite this it has succeeded in providing consistent total 
returns in excess of the index while encouraging access to a large and growing investment 
opportunity set. As we enter what we expect to be a period of relative stability for the UK property 
market the model has an opportunity to leave its teenage years behind and finally come of age. 

 

 

To discuss the themes in this article further, please contact Anthony Doherty, Property Fund Manager at 
anthony.doherty@schroder.com, telephone +44 (0) 207 658 6010 or Graeme Rutter, Co-Head Property Multi-
Manager at graeme.rutter@schroders.com, telephone +44 (0) 207 658 6768. 
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Important Information: 
 
The views and opinions contained herein are those of Schroder Property Investment Management 
Limited and may not necessarily represent views expressed or reflected in other Schroders 
communications, strategies or funds.  
 
For professional investors and advisors only. This document is not suitable for retail clients. 
 
This document is intended to be for information purposes only and it is not intended as promotional material in 
any respect. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax 
advice, or investment recommendations. Information herein is believed to be reliable but Schroder Property 
Investment Management Limited (Schroders) does not warrant its completeness or accuracy. No responsibility 
can be accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that 
Schroders has to its customers under the Financial Services and Markets Act 2000 (as amended from time to 
time) or any other regulatory system. Schroders has expressed its own views and opinions in this document 
and these may change. Reliance should not be placed on the views and information in the document when 
taking individual investment and/or strategic decisions.  
 
Any forecasts in this document should not be relied upon, are not guaranteed and are provided only as at the 
date of issue. Our forecasts are based on our own assumptions which may change. We accept no 
responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to our 
assumptions or forecasts. Forecasts and assumptions may be affected by external economic or other factors. 
 
Past performance is not a guide to future performance and may not be repeated. The value of investments 
and the income from them may go down as well as up and investors may not get back the amount originally 
invested. 
 
Use of IPD data and indices: © and database right Investment Property Databank Limited and its Licensors 
2013. All rights reserved. IPD has no liability to any person for any losses, damages, costs or expenses 
suffered as a result of any use of or reliance on any of the information which may be attributed to it. 
 
For your security, communications may be recorded or monitored. 
 
Issued by Schroder Property Investment Management Limited, 31 Gresham Street, London EC2V 7QA. 
Registration No. 1188240 England.   
 
Authorised and regulated by the Financial Conduct Authority.   
 
 
 


