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What is investment?

An investment is an asset or item that is purchased with the hope that it will generate income or 
appreciate in the future 

Source: Investopedia
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Investment return

− The return of an investment is made up of the following elements:

Financial return
− The capital return is the increase, or decrease in the capital value (price) of the investment 
− The income return is the income received from that investment

Social return
− The social return is the social impact of the investment.  Often difficult to measure it takes into 

account value created outside of the financial return metrics that might be relevant to the 
charitable purpose

Financial investment seeks to maximise financial returns for the appropriate level of risk
Social investment seeks to achieve a social and financial return.
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Charity investments in context 
NCVO Almanac

− UK Voluntary sector net assets of 
over £105bn

− 73% of the assets are held by the 
top 1% of asset holding 
organisations

− Top 5 asset owners make up 
almost a quarter of the voluntary 
sector assets 

− Total investment assets of c£80bn

Source: NCVO Almanac 2015, Charity Finance November 2014.
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8,000 organisations
with <£5m invested

650 organisations
with £5m - £10m invested

650 organisations
with £10m - £50m invested

70 organisations
with £50m - £100m invested

40 organisations with 
>£100m invested
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Charity Trustee Training

James Maloney – Senior Associate, Charity and Community Team
8 June 2016



In this session

• Background charity law

• Trustees' duties – generally and when investing

• Personal liability?

• Decision making



What is a charity?

• The legal definition does not correspond to popular meaning

• An institution established in England and Wales
• With exclusively charitable purposes
• For the public benefit

• Charities use a range of legal structures e.g.
– Companies
– Trusts
– Charitable incorporated organisations
– Unincorporated associations
– Royal charter bodies



What laws must charities comply with?

• Charity law 

• The law of their legal structure e.g. company law or trust law

• All laws applicable to the charity's activities which might include:
– Data protection law
– Employment law
– Health and safety law
– Property law
– Safeguarding/child protection



The Charity Commission

• Keeps the Register of Charities

• Regulates registered charities and can take remedial or protective action

• Assesses the public benefit of charities

• Has very wide powers and concurrent jurisdiction with the High Court in many areas 
– its orders have the same effect as a Court Order

• Has new protective powers e.g. the power to issue official warnings

• Also has an enabling function e.g. to give advice or guidance to charities – "comply 
or explain" approach



Duties of charity trustees (1)

• Overriding duty:
– At all times, to act in the best interests of the charity

• Standard of care:
– To exercise such care and skill as is reasonable in the circumstances
– Higher standard expected of professionals
– A trustee… must exercise such care and skill as is reasonable in the 

circumstances, having regard in particular (a) to any special knowledge or 
experience that he has or holds himself out as having, and (b) if he acts in the 
course of a business or profession, to any special knowledge or experience that 
it is reasonable to expect of a person acting in the course of that business or 
profession (Section 1, Trustee Act 2000)



Duties of charity trustees (2)

• Subsidiary duties:
– To act within the charity's constitution and the law
– To have regard to the CC guidance on public benefit
– To apply the assets of the charity for the purposes in the constitution 
– To exercise proper stewardship over the charity's assets and the running of the 

charity 
– To avoid and/or deal appropriately with conflicts of interest
– Unless authorised, to act without remuneration or benefits other than the 

reimbursement of out of pocket expenses 
– To take professional advice when necessary
– To act personally



Duties of charity trustees (3)

• For directors of charitable companies (Companies Act 2006)
– To act within their powers
– To promote the success of the company
– To exercise independent judgment
– To exercise reasonable care, skill and diligence
– To avoid conflicts of interest
– Not to accept benefits from third parties
– To declare interests in proposed transactions or arrangements



Duties of charity trustees (4)

• Delegation
– To Chairman and staff
– To committees and groups

• Best practice
– In writing
– Responsibility and/or authority

• Things the trustees can't delegate
– Setting the budget
– Major policy changes



Duties when making financial investments

• To act within the charity's powers to invest
• To exercise care and skill when making investment decisions
• To consider how suitable an investment is for the charity
• To consider the need to diversify investments
• To take advice from someone experienced in investment matters – unless they have 

a good reason for not doing so
• When using an investment manager, to put in place a written agreement with the 

manager and an investment policy for the charity
• To review investments from time to time
• See Charities and investment matters: a guide for trustees (CC14)
https://www.gov.uk/government/publications/charities-and-investment-matters-a-guide-
for-trustees-cc14/charities-and-investment-matters-a-guide-for-trustees



Personal liability

• Limited liability status

• Exceptions to limited liability protection
– Where there is a breach of trust (includes acts and/or omissions)
– And the charity suffers loss as a result of that breach

• Exposure – current and subsequent trustees

• Insurance



Decision making by charity trustees

• Who can and cannot make decisions?

• Conflicts of interest and loyalty 

• When – formal meetings, by telephone or by written resolution

• Decisions must be within your charity's objects and powers

• What you need to take into account – all relevant factors, ignoring all irrelevant 
factors

• Making the right decision – what happens if you get it wrong?



Suggested further reading

• The essential trustee: what you need to know (CC3)
https://www.gov.uk/government/publications/the-essential-trustee-what-you-need-to-
know-cc3

• The Charity Commission's public benefit guidance
https://www.gov.uk/government/collections/charitable-purposes-and-public-benefit

• Conflicts of interest: a guide for charity trustees (CC29)
https://www.gov.uk/government/publications/conflicts-of-interest-a-guide-for-charity-
trustees-cc29/conflicts-of-interest-a-guide-for-charity-trustees
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Bonds: an introduction
Alex Smitten, Head of Fixed Income, Cazenove Capital Management



A bond is a promise……… a loan

A bond is a loan

The bond issuer is the Borrower

The buyer investor of the bond is the Lender

The Borrower promises to repay the loan on a certain date 
and make interest payments (coupons) on time

The Lender expects the interest rate to be set at a level 
that compensates for the risk of not being repaid (credit risk)

Yield <> Coupon.  Coupon is generally fixed at time of 
issue, yield changes frequently in line with market conditions

These ‘loans’ can be traded on the secondary market
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Why buy Bonds? 
Income seeking (or “buy and hold”) bond investors no longer the norm

Portfolio Diversification: Interest rates correlation with equities low/negative

Income requirements: Aging populations have higher income needs

Innovation and growth in asset class and strategies: Emerging Market Debt, Asset Backed Securities, Derivatives, Absolute 
Return Strategies - more opportunities to generate returns, not just income

Growing Constraints on Bank Capital means bond finance will continue to displace bank lending

23



Key Features of a Bond

Issuer Type

Sovereign

Non Financial 
Corporates

Govt. Backed 
Agencies

Banks/Insurers

Supranationals

Arsenal,  
ManU

Maturity

Bullet

Perpetual

Coupon

Fixed Rate

Floating Rate

Inflation Linked

Zero Coupon

Term

< 12 months: 
Money Market 

Instruments 
(or, Bills)

1y-10y: Notes

10y+ Bonds

Collateral

Unsecured

Asset Backed

Credit 
Rating

Investment 
Grade

Sub-
Investment 

Grade or High 
Yield

Rank

Senior

Subordinated

Redemption 
Provisions

Callable

Putable

Convertible

Amortizing
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No dearth of variety but the commonest one is a fixed coupon, fixed term bond



Quoted Yield on a Bond versus Actual Returns 

Instrument: 5 year sterling bond paying 2% per annum, coupons paid annually, issued by a highly rated company, priced at par 
(bond price stated as % of nominal, coupon rate stated as % of nominal)

• Cash in Bank £10,000
• Credit  Security £10,000 Debit Cash £10,000Today

• £200 coupon received1 year hence

• £200 coupon received 2 years hence

• £200 coupon received 3 years hence

• £200 coupon received 4 years hence

• £200 coupon + £10,000 Principal received 5 years hence

• £11,000 Final Cash in Bank

In GBP terms, cumulative return = £1000 

In % terms, annualized return = 1.9245% 

Yield 2%
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Yield to Maturity (Gross Redemption Yield)

In the last example, we did not reinvest the coupons, let’s reinvest them at 2% per annum
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• Cash in Bank £10,000
• Credit  Security £10,000 Debit Cash £10,000Today

• £200 coupon, reinvest for 1y @2%1 year hence

• £200 coupon + £204 = £404 reinvest for 1y @2%2 years hence

• £200 coupon + £412.08 = £612.08 reinvest for 1y @2%  3 years hence

• £200 coupon + £624.32 = £824.32 reinvest for 1y @2%4 years hence

• £200 coupon + £10,000 Principal + £840.815 years hence

• £11,040.80 Final Cash in Bank

In GBP terms, cumulative return = £1040.80 

In % terms, annualized return = 2.00% 

Principal: £10,000

Coupons: £1000

Reinvestment of 
Coupons: £40.80

Yield to Maturity (YTM) is 
the return earned from 

holding a bond to 
maturity assuming 

reinvestment of coupons 
& assuming constant 
reinvestment rates



The Time Value of Money

Question: You have won £100 in a raffle. Would you rather take the money now or in 3 years time?

Answer (normally): Take the money! Now!

Why?: Take the money and invest it for 3 years – even gilts will pay 0.6% per annum with no risk

The Maths: £100 invested at 0.6% for 3 years would be worth £101.81

£100 x 1.006 x 1.006 x 1.006 = 101.81 or £100 x (1.006)3

For 5 years the future value would be £100 x (1.006)5 = 103.03 and so on
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Time Value of Money

Question: what would you pay now to receive £100 in 3 years time?

Answer: £98.22

The Maths:    £100    = £98.22                        Check: £98.22 x 1.006 x 1.006 x 1.006 = £100 
(1.006) 3

For 5 years   :    £100    = £97.05      Check: £97.05 x 1.006 x 1.006 x 1.006 x 1.006 x 1.006 = £100
(1.006)5
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What happens when market rates move?

Question: What would I pay to receive £100 in 3 years time if my investment rate moves from 0.6% to 1.6%

The Maths : :   £100  = £95.35                        Check: £95.35 x 1.016 x 1.016 x 1.016 = £100 
(1.016)3

For 5 years   :   £100  = £92.37      Check: £92.37 x 1.016 x 1.016 x 1.016 x 1.016 x 1.016 = £100
(1.016)5

Conclusions

The longer the time period, the more sensitive values are to prevailing interest rates
This sensitivity is known as Duration
We can apply these concepts directly to bonds
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Observations about “Duration” (or Yield Sensitivity)

− The longer we have to wait for our money, the more it hurts when interest rates rise (example 5y vs 3y)
− Duration [% change in bond price for 1 % change in interest rates]. 
− As interest rates rise, bond prices fall. As interest rates fall, bond prices rise. Longer duration bonds go up and 

down more than shorter duration bonds
− If interest rates are rising, we’re better off holding shorter duration bonds [they lose less]

− If interest rates are falling, we’re better off holding longer duration bonds [they gain more] 

− Duration is a particularly useful way of communicating the yield sensitivity of bond portfolios. Imagine 
comparing the duration of 2 portfolios  of 20 bonds each, line by line, security by security! 

− Portfolio managers generally consider duration at the portfolio and not security level
− Loosely speaking, duration is the average £ weighted maturity of the portfolio 
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A key question in bond investing

Should we simply buy 
bonds with a higher 

yield to maximize our 
returns? 
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Primary drivers of bond prices (or yields)

For all practical purposes, 2 key drivers: interest rates (cost of money for a pristine, riskless borrower) and credit spreads 
(measure of perceived default risk of the specific issuer)

Risk free 
rate

‘Known’ 
default risk 
premium

‘Unknown’ 
default risk 
premium

Liquidity
premium

The risk free rate = yield on a similar maturity domestic  
government bond (i.e. US Treasury for USD bonds, UK Gilt 
for GBP bonds)

Governments rarely default on bonds issued in their own 
currency (as they can print as much money as the need to 
repay the debt!)

For a given credit rating, the ‘known’ default risk premium 
= historically observed default rate for that rating adjusted 
for the value recovered after default  

Compensation for deviations from historically observed 
pattern and downgrade risk  

Compensation for temporary demand / supply imbalances 
and transaction costs  

Risk 
Premium 

“The
Spread”
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Choosing between 2 bonds 
Understanding compensation for “Term”, “Credit” and “Liquidity”

− Option 1: Southern Gas Networks £ 4.875% 05/10/2023, Price: 112.6, Yield to Maturity 3.03%  
− Option 2: Total Capital Intl SA £ 2.25% 17/12/2020 Price 101.25, Yield to Maturity 1.98% 

General Principles 
1) The longer we are separated from our money, the more we should charge for that separation: 

Term Premium 
2) Risky borrowers must pay more: Credit Premium 
3) We must be paid a premium to hold securities that are harder to sell: Liquidity Premium 
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Estimating Term Premium
Compare bonds from identical issuers and ideally default free issuers

− Benchmark Gilt for TOTAL yields 1.36%, Benchmark Gilt for  SGN yields 1.77%

− Out of the 1.05% yield differential between Total & SGN bonds, 0.41% is the 
compensation for lending money for 8y rather than 5y

Maturity UK Govt. Bond Yield
1Y 0.501
2Y 0.657
3Y 0.855
4Y 1.072
5Y 1.315
6Y 1.441
7Y 1.637
8Y 1.77
9Y 1.884
10Y 1.976
12Y 2.105
15Y 2.316
20Y 2.521
25Y 2.647
30Y 2.678
40Y 2.544
50Y 2.547
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Credit and Liquidity Premium

− Credit Premium: SGN (BBB/Baa1) has a lower credit rating than Total (AA-/Aa1) and is perceived to be a 
riskier borrower 

− Liquidity Premium: difficult to quantify and assess but typical pointers are size of issue, dealer quotes, market 
intelligence (information about flows), investor base etc. 
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Credit Risk

AAA

AA

A

BBB

Probability of Default

BB

B

CCC

CC

C

Default

Investment Grade

Sub Investment Grade

Lowest Risk

Highest Risk

...or Spread Risk

Walking down the credit quality ladder, we move closer to equity like risk profile
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Spread over Gilts 
Riskier borrowers pay more

Source:Bloomberg, BofA ML, Past performance is no guarantee of future performance
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Bond Selection Process

− If the cost of money is expected to go up, we’d rather lend short than long: 
need to have a view on Interest Rates  Macro Research 

− Currency, Regional value analysis  Macro Research, Regional Teams
− How are credit metrics of issuers evolving in absolute and relative terms 

Credit Research 
− If a liquidity squeeze (a general risk off environment) is expected, we would 

prefer to stick with more liquid rather than less liquid names. If issuer specific 
news flow can impact liquidity, we need to know  Trading Desk

− What impact does the inclusion of a security have on the risk and return of a 
portfolio, Client constraints and requirements  Portfolio Manager 

Source: (http://blogtired.co.uk/photographcyfl/stock-market-crash-cartoon) 
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Schroders European credit
Your investment team – integrated investment and research

**Includes municipals, securitised, insurance-linked and convertibles. ***London-based resources only.   ****London and Zurich-based resources only. 
Source: Schroders, as at  29 April 2016.

Financials Communications Utilities Industrials Quantitative Strategy

Stephen Hunnisett
Robert Kendrick
Sam Tomlinson

Patrick McCullagh Charlotte Peat

Carter Holloran
Bartek Pastwa
Dan Pearson

Alex Stephansen
Rhys Thomas

Rajeev Shah
Szevak Nszdejan

Yow Tzu Lim

Investment grade High Yield Investment Directors

Martin Coucke
Jonathan Golan

Alix Stewart
Patrick Vogel

Lucette Yvernault

Peter Harvey
Konstantin Leidman

Michael Scott

Jonathan Harris
Adrienn Sarandi

Specialist Fixed Income Portfolio Management Teams 
(no. portfolio managers)

Specialist Analyst Teams
(no. analysts)

Specialist Product Team
(no. specialists)

Credit Rates EMD Extended 
sectors **

European 
Credit

North 
American 

Credit

Asia, Australia 
& EMD Credit 

Quant, 
Strategy & 

Economy***

Portfolio-
specific**** Multi-Sector Credit

15 24 8 10 11 14 12 14 6 5 5
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Credit Selection Process is key
Due diligence by a global team of 30+ analysts

− Single name credit research is core to our due diligence process

− We rigorously challenge the creditworthiness of each and every company in our research universe
− More than 35 credit analysts

− In 2015, over 3200 meetings with companies, over 1000 on a 1:1 basis

− We analyse the credit quality direction - an absolute view of an issuer’s credit quality that is expected over the 
next 6-12 months by analysing the issuer’s business and financial profile

− ….and rank issuers within sectors. This is a relative value recommendation, where a linkage is made between 
the credit quality direction with the analyst’s view of what is forecast to happen to the issue in the market 

− Different types and quality of company will merit a different emphasis of analysis

− Team of 50+ portfolio managers around the globe
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Conclusion

− To invest in a fixed income security we need adequate compensation for
− Term Risk
− Credit Risk 
− Liquidity Risks

− Quoted Yield to Maturity and Actual Return may be different 
− Yield of a bond includes the “cost of money” and a “compensation for risk”
− Bond price sensitivity to changes in Yields = Duration, a single measure that helps compare 

the risk of two bond portfolios
− If we expect yields to rise (either because interest rates are rising or credit spreads are widening) it’s 

better to keep duration relatively short 
− If we expect yields to fall it’s better to maintain a relatively longer duration 
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Equities: An introduction
Andrew Williams

Investment Specialist, Equity Value Team, Schroders



Outline

Why Equities?
− What Is An Equity And Why Would You Want One?
− What Are We Looking For?
− The Importance of Expectations

How is an Equity Portfolio Managed?
− How Are Ideas Generated?
− Portfolio Construction
− Load Differences & Performance

Questioning the Fund Manager
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What are Equities?
Stocks and shares

− Ownership of shares = owning a slice of a company
− As owners, shareholders have a number of rights e.g. to vote on how the company is run

− Main reason for investing in equities is to share in the profits businesses make over time
− Profits can be paid out as dividends or kept within the company to invest for the future growth

− Equities are often traded on a Stock Exchange to give the ability to buy/sell shares easily
− Can bring volatility – potential for the stock market’s valuation of the company to change quickly

Owning equities means owning slices of companies and sharing in their profits
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Profits

Reinvestment - To grow future profits Dividends - Cash in your pocket today



Why Equities?
What do equities give us that other investment classes can’t?

Source: Elroy Dimson, Paul Marsh and Mike Staunton, Credit Suisse Global Investment Returns Sourcebook 2009 and Triumph of the Optimists, Princeton University Press 2002. 
Past performance is not a reliable indicator of future results, prices of shares may fall as well as rise and investors may not get the amount originally invested.
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Cumulative returns on US asset classes in real terms 1900 – 2014

1900 10 20 30 40 50 60 70 80 90 2000 10 14

Equities: return 6.5% per year Equities: capital gain 2.2% per year
Bonds 2.0% per year Bills 0.9% per year

1,396

12.8
10.1

2.7

Post WWI recovery:
1919 – 1928

World 168%; US 372%

Post WWII recovery:
1949 – 1959

World 392%; Germany 4373%

Expansionary 1980’s
World 261%; Japan 431%

1990’s/tech boom
World 112%; US 279%

WWI: 1914 – 1918
World -31% 

Germany -66%

Wall Street crash:
1929 – 1931
World -53% 

US -79%

WWII: 1939 – 1948
World -11%
Japan -96%

Oil shock: 
1973 – 1974
World -47% 

UK -71%

Tech crash: 
2000 – 2003
World -44% 

Germany -65%

Credit crash: 
2007 – 2008
World -53% 
Ireland -70%

10,000

1,000

100

10

1

Equities offer long-term capital growth to help beat inflation



What is Equity Investing?
Equity investing is finding companies that have:

− Strong business franchise
− Top quality management
− Operating in growth markets
− Financially secure
− Increasing profits (earnings)

A good business is not necessarily the same as a good investment 
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− What you pay for something can be just as important as what you buy 

− But are these attributes alone enough to make you money?



What drives share prices?
Are share price movements all about changes in profits?

− Share price  =  Profit per share (EPS)  x  Profit Multiple (PE)
− Changes in share price driven by changes in profits and/or the multiple applied to them

Source: The figures are not representative of the specified companies and are illustrative for the purposes of the training slides only.
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2013 2014 2015 CAGR

BP 60p 58p 57p -3%

Rolls-Royce 57p 63p 70p 11%

Share price 2013 P/E Ratio

BP 410p 6.8x

Rolls-Royce 810p 14.2x

Market expects low profit growth  low multiple

Market expects high profit growth  high multiple

Profit Growth
How quickly will the company grow earnings per share?

Valuation
What multiple of those earnings do I have to pay?

Share prices driven by how profits move relative to The Market’s EXPECTATIONS



Research 
Analysts

Idea creation

Idea creation

Fund 
Managers

Quantitative 
Screens

Economic / 
Thematic 
Overview

Challenge and Debate

Key Drivers

Key Risks

Valuation

Testing conviction Decision

Portfolio Construction

PRISM

Investment process overview
How does a stock get into a portfolio?
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A robust investment process delivers consistent and repeatable results



Portfolio construction
What are the main considerations when constructing a portfolio?

Align portfolios with conviction
− Balance between the potential risks and the potential rewards of different ideas
− Competition for capital between ideas
− Conviction manifests itself in sector and stock exposures

Active equity managers need conviction in where they differ from the benchmark
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XYZ Portfolio

Stock
exposure

RisksConviction

Sector
exposure



Broad sector positions
Sector positions at 31st December 2014

Source: The figures are not representative of an actual portfolio. The sector positions are for illustrative purposes only.
NB: Financials sector includes 2.7% in investment companies
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Sector positions versus FTSE All Share index

-4.0 -2.0 0.0 2.0 4.0

Oil & Gas

Industrials

Basic Materials

Consumer Services

Healthcare

Telecommunications

Consumer Goods

Financials

Utilities

Portfolio weight %

19.8

9.2

8.3

12.3

8.2

5.6

7.6

25.2

1.0

Sector loads compare the portfolio weight to the benchmark weight



Portfolio construction
What are the main considerations when constructing a portfolio?

Align portfolios with conviction
− Balance between the potential risks and the potential rewards of different ideas
− Competition for capital between ideas
− Conviction manifests itself in sector and stock exposures
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Active equity managers need conviction in where they differ from the benchmark

XYZ Portfolio

Sector
exposure

RisksConviction

Stock
exposure



Active load differences
Stock positions at 31st December 2014

Source: The figures are not representative of the specified companies and are illustrative for the purposes of the training slides only.
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Load is the difference between the portfolio weight and the index weight

Five most positive positions Portfolio
%

Index
%

‘Load Difference’
%

Tesco 4.2 1.2 +3.0
Rio Tinto 4.4 1.7 +2.7
HSBC 5.2 3.3 +1.9
Tate & Lyle 1.9 0.2 +1.7
Vodafone 6.0 4.6 +1.4

Largest stock positions versus FTSE All Share index

Five most negative positions Portfolio
%

Index
%

‘Load Difference’
%

Royal Dutch Shell 4.9 7.2 -2.3
BAE Systems 0.0 1.7 -1.7
Barclays 0.9 2.3 -1.4
Diageo 0.0 1.4 -1.4
British Telecom 0.0 1.0 -1.0



Contribution to performance
UK Equities

The load difference and relative performance of each stock determines its contribution to overall 
portfolio performance. 

Load difference: the stock weight in the portfolio less the stock weight in the FTSE All Share Index
Relative Performance: the percentage change in the stock price relative to the change in the FTSE All Share Index
Impact: the contribution made by the stock to the difference between the portfolio return and the FTSE All Share Index return
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Performance is driven by load difference and relative performance

Load Difference

Relative
Performance

-ve+ve
-v

e
+v

e Negative impact

Negative impact

Positive impact

Positive impact



Contribution to performance
UK Equities

1Load difference: the stock weight in the portfolio less the stock weight in the FTSE All Share Index
2Relative Performance: the percentage change in the stock price relative to the change in the FTSE All Share Index
Contribution: the product of the load difference and the relative performance. 
Weights shown above are average period weights.  Impact calculated by combining multiple sub periods. Source: Example for illustrative purposes only 
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Five largest contributions
1Load difference

%
2Relative performance

%
Contribution

%

BP +2.9 +34.2 +1.0

Legal & General +1.7 +45.4 +0.8

ITV +1.0 +35.2 +0.6

Burberry +1.2 +32.1 +0.5

Royal Dutch Shell -1.9 -15.4 +0.3

Stock selection impact – 12 months to 31 December 2014

Five largest detractors
1Load difference

%
2Relative performance

%
Contribution

%

Anglo American -1.4 +35.8 -0.5

Vodafone +1.4 -24.8 -0.4

British Sky Broadcasting +0.9 -14.2 -0.1

Marks & Spencer -0.4 +30.7 -0.1

WM Morrison +1.6 -4.4 -0.1



Portfolio construction
What are the main considerations when constructing a portfolio?

Align portfolios with conviction
− Balance between the potential risks and the potential rewards of different ideas
− Competition for capital between ideas

Conviction needs to be tempered by consideration of risk
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Not just a collection of stocks
− Benchmark Risks
− Sector and Stock Level
Unintended risks
− One dimensional portfolios
− $ Exposure, South African Exposure

XYZ Portfolio

Sector
exposure

Conviction

Stock
exposure

Risks



Understanding tracking error
A measure of a fund’s relative risk

− It measures how volatile the excess return of the fund is
− Excess Return = Fund Return - Benchmark Return

Low tracking error can come at the expense of long-term performance
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Return

Time
Market Portfolio A Portfolio B



Questioning the fund manager quarterly

Where is the Fund Manager showing conviction?
− At a stock level?
− At a sector level?
− Other views e.g. UK consumer, emerging market exposure, $ profits
This will help you understand the out/underperformance of the portfolio

Use the Transaction Report to make sure the manager’s actions are consistent with their 
words

Are their views coherent and consistent over time?
When are profits/losses taken?
What is the investment horizon/turnover?
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Focus on the big picture not short-term performance



Appendices



Our philosophy drives our process
Three characteristics stem from our philosophy

We take a long term view 
− Patient and contrarian in use of market overreaction

We have no predetermined style bias
− Emphasise appropriate value given potential earnings power rather than growth or value style 

factors

Stock selection is key to what we do
− Greatest inefficiencies occur at a stock level, macroeconomic/thematic views colour but do not 

drive stock selection

The value of investments and the income received from them can fall as well as rise. Investors may not get back the amount invested.
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Agenda
8th June 2016

09.00 Registration

09.25 Introduction Kate Rogers
Head of Policy, Cazenove Capital Management

09:30 The role of a Charity Trustee James Maloney
Senior Associate, Charities, Farrer & Co

10:00 Bonds: an introduction Alex Smitten
Head of Fixed Income, Cazenove Capital Management

10:35 Equities: an introduction Andrew Williams
Investment Specialist, Equity Value Team, Schroders

11:10 Coffee break

11:30 Real Estate: an introduction Jeremy Marsh
Property Research Analyst, Schroders

12:00 Principles of asset allocation
Kate Rogers
Head of Policy, Cazenove Capital Management

12:45 Lunch
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UK commercial real estate market
Jeremy Marsh, Real Estate Research Analyst, Schroders



Agenda

− What drives UK commercial real estate returns? 
− How does it compare to other asset classes?
− Where should we invest?
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Open market commercial rental values tend to be cyclical
Open market rental values reflect balance between demand and supply

Source: IPD, ONS, Schroders, February 2015.

Change in real rents and GDP output gap %                      Building starts - deviation from trend %                         
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Open market rental values and rental income
Upward only rent review clause may provide significant income protection

Source: IPD, March 2016
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Long term rental income growth
Rental income has increased in line with inflation over the long term

Source: Barclays Capital, FTSE, IPD, ONS, Schroders, February 2016
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Real estate yields - the other determinant of capital values
Investor appetite for real estate varies, depending on cocktail of influences

− Changes in real estate yields reflect 
changes in investors’ appetite for real 
estate

− Investors’ appetite is influenced by: 
− Expectations for future rental growth
− Changes in yields on long-gilts
− Changes in short-term interest rates
− The availability of bank debt
− Expected returns on other assets

Source: Datastream, IPD, Schroders at end April 2016
Past performance is not an indicator of future performance

Yield %
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What is driving capital values and total returns?
Changes in real estate yields have been dominant force in recent years
Components of UK real estate market returns: rolling 12m IPD monthly return %

Source: IPD Monthly Index, April 2016
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Real estate returns are less volatile than equities
Real estate may also offer intermittent diversification

Total return %

Source: Barclays Capital, FTSE, IPD, Schroders, February 2016
1De-smoothed total returns  Past performance is not an indicator of future performance
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25 Bank Street, London, E14

Real estate is a store of value in extremis
Lower volatility is rooted in real estate being a physical asset

− Developed by Canary Wharf Group
− Originally intended for Enron (Insolvent 2001)
− Completed in 2003
− Let to Lehman Brothers in 2004
− Lehman Brothers collapsed in September 2008
− Re-let to PWC (28%), Nomura (40%), other tenants 

(12%)  in late 2008.  20% vacant
− Sold to JP Morgan for European HQ in December 

2010

Source: Local Data Company, various agents and Schroders, December 2013
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Active management
Refurbishment, extending leases, improving tenant mix, residential conversion etc.

− Multi-let estate in established light industrial location in  
south London.

− Site bought in 2007 and units built in two phases, in step 
with tenant demand.

− Scheme completed and fully let in 2015.  No immediate 
potential for further income growth, or change of use to 
residential.

− Scheme sold for £34 million against book cost of £20 
million.

− Opportunity to take profit and invest in other assets.

Source: Schroders, December 2015
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Sutton industrial estate
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Implementation 
Physical assets are different from financial assets

Practical considerations for investors
− Illiquidity
− Investors cannot buy the IPD index. Constructing a well diversified portfolio of 30 or more direct 

properties is too expensive for most investors
− Gearing in real estate funds will increase volatility

Source: Schroders
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Where should we invest?



Central London office rental growth
Former fringe areas seen fastest growth as central London has expanded
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Source: Costar, March 2016

Annual rental growth between end 2010 and end 2015  (%)



Emerging London locations
Crossrail due to start operating in late 2018

Source: Crossrail.  February 2016.

− Increase public transport capacity by 10%.
− Journey time from Heathrow to Liverpool Street cut from 55 minutes to 32 minutes.

Heathrow
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Regional office markets
Employment growth driven by IT, professional services and out-sourcing
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Source: Oxford Economics, Schroders.  December 2015.   
Note.  The forecasts should be regarded as illustrative of trends.  Actual figures will differ from forecasts.   Please see Important Information regarding forecasts.
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Increasing demand for "flagship" stores in big cities
Stores in key locations to promote brands & complement on-line presence

Source:  Colliers, Inditex.  Schroders.  December 2015.

Average size of new Inditex store                            London shop prime rents in 2015
Area, m2 Zone A  % change                  

Primark, Oxford Street, London.
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Food and beverage
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Restaurant and pub sales                                               Growth in eating out

Source: BDO, Coffer Peach Business Tracker, Mintel,  Schroders.   March 2016.

Restaurant & pub chains benefiting from long-term growth in casual dining
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Multi-let industrial estates
Rents lifted by growth in SMEs & express parcels and by loss of space

On-line non-food retail parcels                              Speculative development

Source: Conlumino / Verdict, PMA.  March 2016.  
Note.  Small parcels fit through a letter box.  Medium parcels are the size of a shoe box.   Actual figures will differ from forecasts.

Deliveries, millions                                                                                             Long-term average = 100
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Alternative real estate types
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Source:  MedicX, Schroders.  April 2016.

Sectors benefiting from structural change have relatively stable rents

We see interesting opportunities in certain 
alternative types such as car showrooms, care 
homes, data centres, G.P.s surgeries and 
serviced apartments and student housing.  
Advantages:

– Many of these types are benefiting from 
demographic growth, or other structural 
changes and they are less affected by the 
economic cycle.

– Rents are relatively stable and may be 
index-linked.

– Yields are often higher than in the main 
commercial property sectors.

Disadvantages:
– Liquidity is often lower than in the main 

commercial property sectors.
– Alternatives may under-perform when 

there is rapid rental growth, or yield 
compression  in the main sectors.

Brampton View Care Home, Northampton

Staycity, Hayes



Conclusions

− Real estate is an attractive asset class because of:
− Respectable long-term returns, mainly derived from income
− Diversification against equities (intermittent)
− Protection against inflation over the long term
− Ability to enhance returns through active management

− However, investors need to remember that because real estate is a physical asset, it is illiquid. 
Balanced real estate unit trusts which have low levels of gearing should provide a well 
diversified exposure

− The medium term outlook for the UK real estate market is reasonable, assuming the economy 
continues to grow. 

− We favour some fringe London offices, regional offices in cities with strong economies and low 
vacancy (e.g. Brighton, Cambridge, Manchester), large flagship stores in city centres, 
restaurants and industrial units on the edge of large cities

Source: Schroders, June 2016

83



Important information

The views and opinions contained herein are those of Schroder Real Estate Investment Management Limited and may not necessarily 
represent views expressed or reflected in other Schroders communications, strategies or funds.

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 Real 
Estate 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 can 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 2014. 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.

Issued in by Schroder Real Estate Investment Management Limited, 31 Gresham Street, London EC2V 7QA. Registration No. 1188240
England. Authorised and regulated by the Financial Conduct Authority. INS02756
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Principles of Asset Allocation
Kate Rogers, Head of Policy, Cazenove Charities



What, who and how?

Charity Commission
Investment 
Guidance 

CC14

Trustees
Investment 
Committee

Investment Policy

Fund Managers
Advisers
Portfolio 

implementation
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Investment Policy Statement
Your charity’s written investment objectives

Investment Policy Statement to cover
− Investment objectives (e.g. capital preservation, inflation protection, maximise income)
− Attitude to risk (capital, liquidity, inflation, interest rate, exchange rate, valuation, counterparty, ESG)
− Time horizon
− Liquidity needs
− Ethical considerations
− Who can take investment decisions
− How investments are managed, reported and monitored

Requirement if delegate investment management 
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Investment Policy Statement
Examples

General characteristics Investment implications

ABC Foundation

• grant making
• total return
• property held directly investment committee
• two investment managers

• long term inflation protection
• sustainable distribution (4%) from income and 

capital
• primary risk: inflation
• secondary risk: income and capital volatility 

Operating Ethical Charity

• operating charity
• short and long term reserves
• ethical investment policy
• negative screening
• finance committee
• one investment manager 

• short term reserves – capital preservation
• long term reserves – inflation
• protection and sustainable distribution
• primary risk: capital volatility
• secondary risk: inflation for the long term 

reserves
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A common charity investment objective
Charity investment expenditure survey 2013

Source: Schroders, ACF. Charity investment expenditure survey 2013, 19 questions, 226 respondents

…79% felt maintaining real capital value of investment portfolio over the long term very important

̶ Majority aimed to preserve or grow the real capital value over the long term

̶ Median spend rate 3 – 4%

̶ Translates into a long term investment objective of inflation + spending rate
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Charity investments in context
11 year historic returns

Source: State Street, WM Unconstrained inc Property total return in GBP gross of fees.  Past performance is not a guide to future performance
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Cash Bonds

Gilts    Corporates

Property Equities

Listed       Private

Alternative Investments
Absolute return; structured products; commodities

increasing risk and return

Asset Classes 
Building blocks of an investment portfolio
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Our philosophy
Managing charity assets against inflation

Investment objective has 3 key elements 

− a target return objective – typically ‘inflation plus’

− a timescale objective – a market cycle, typically 5 years 

− a volatility objective – with reference to equity volatility

This objective will be achieved by: 

1. Strategic Asset Allocation: investing in a broad mix of 

growth and other assets over the long term

2. Asset Allocation:  using tactical asset allocation over a 

market cycle

3. Investment Selection: using pooled, active, passive and 

external investment as appropriate – selecting the  best in 

class managers

Source: Cazenove Capital Management, graph for illustrative purposes only
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Translating policy into strategy
The importance of asset allocation

Source: Brinson, Hood and Beebower 1986
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Asset allocation 
on average explains more than 90% of 

the variation of returns between
portfolios

Security 
selection, 
market 
timing 
and 
other



Translating policy into strategy
Risk tolerance

– Risk and reward are 
inextricably entwined

– Ability and willingness 
to lose some or all of 
your investment

Source: Schroders, for illustration only
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Translating policy into strategy
General asset class characteristics

Current 
Market 
Yield

Income Growth Capital  Growth Inflation 
Protection

Nominal 
Capital 

Security
UK Equities 3% Yes Yes Yes X

Overseas Equities 2% Yes Yes Yes X

Gilts 3% X X X Yes

Corporate Bonds 4% X X X Yes

Property 5% Yes Yes Yes X

Cash 1% X X X Yes

Absolute Return - X Yes X ?

Commodities - X Yes Yes X

Private Equity - X Yes Yes X

Source: Schroders, Bloomberg. June 2016.
Past performance is not a guide to future performance.
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Real investment returns by UK asset class (%pa)

10 years 20 years 50 years 113 years

Equities 5.0 4.1 5.5 5.1

Gilts 2.5 3.5 2.5 1.2

Cash -0.5 1.3 1.5 0.8

Equities… the traditional engine of growth
…depending on the time horizon

Source: Barclays Capital  2014. Past performance is no guarantee of future performance
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Equities… not without risk
…times of large equity market losses

Source: Dimson, Marsh and Staunton
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Charity asset allocations
Depends on your circumstances

Source: WM as at 31 Dec 2015; Yale Endowment June 30 2014.
*Allocation to Property / Real Assets includes Infrastructure and Commodities as labelled by WM
**Allocation to Absolute Return includes Hedge Funds as labelled by WM

Median UK Charity Yale Endowment
Private Equity 2% 33% 

Equity 68% 16%

Property/Real assets * 10% 26%

Absolute Return** 8% 17% 

Bonds 8% 4%

Cash 4% 5%
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1. Strategy
Example

− Long term asset allocation that meets your 
risk and return objectives

− Use projected risk, return and correlation to 
create the optimal portfolio asset allocation…

….maximising returns for any given level of risk
….minimising risk for any given level of return

Diversification
− Asset classes perform differently at different 

times
− By combining asset classes (asset allocation) 

the return can be smoothed – the less 
correlated the assets the smoother the return

Estimated risk, return and yield data is based on our analysis. Risk, return or yield characteristics of the above portfolios or constituent asset classes are not guaranteed to be 
achieved in the future.  We define risk as standard deviation of annual returns. Our forecasts assume an average rate of inflation of 3% per annum.  This analysis is based on 
broad market forecasts.  Worst 3 year drawdown was the period to March 2003.

Strategy Analysis ABC 
Foundation

Traditional 
80/20

UK Equities 38% 50%

Overseas Developed Equities 20% 25%

Emerging Market Equities 5% 5%

Fixed Interest 10% 18%

Property 10% -

Absolute Return 15% -

Cash 2% 2%

Total 100% 100%

Projected Long-Term 
Compound Total Return: 6.5% 6.4%

Projected Risk: 9.5% 11.2%

Worst 3 yr drawdown -21% -30%

Sustainable Rate of Expenditure 3.3% 3.2%
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Asset Allocation
A Medium-Term Framework

− The strategy focuses on long 
term returns

− Expected returns in strategic 
framework rarely change

− Forward looking returns are 
based on current market 
pricing

− Move the asset allocation 
away from the strategy to 
reflect whether assets are 
‘cheap’ (buy) or ‘expensive’ 
(sell)

E
xp

ec
te

d 
R

et
ur

n

0%

1%

2%

3%

4%

5%

6%

7%

Time

Strategy

Asset Allocation 

101



Where are we now?

─ Equity market returns 
have continued to be 
muted and volatile

─ Significant market 
rotation

─ Large cap outperform 
mid cap

─ Emerging markets 
outperform US

─ Commodities stabilise

─ Value approaches 
outperforms growth
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Source: DataStream, total return in GBP. UK equities represented by the FTSE All Share index, large cap represented by FTSE 100, mid cap by FTSE 250. Overseas equities 
represented by the FTSE All World index, US by S&P 500, emerging markets by MSCI EM Index, Property by IPD index, Bonds by the FTA Govt All Stocks Index, Commodities 
by the Rogers Intl Commodities Index.  Past performance is not a guide to future performance. 

Asset Class returns

2015

+1%
UK equities

+11%
mid cap

-1%
large cap

+3%
global 

equities

+7%
US

-10%
emerging 

mkt equities

+1%
bonds

+14%
property

-20%
commodities

Q1 2016

+0.1%
large cap

-2.4%
mid cap

-0.4%
UK equities

+3%
global 

equities

+4%
US

+8%
emerging 

mkt equities

+5%
bonds

+1%
property*

+2%
commodities

*2 months to end Feb-16
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Source: DataStream/Lipper, bid to bid, in GBP, net income reinvested Q1 2016.  Past performance is not a guide to future performance. Ranges shown represent highs and 
lows within the quarter.

Flat returns mask volatility



Global economic growth

Contributions to World GDP growth (y/y), %

The square root recovery – downgrades, but not suggesting recession

Source: Thomson DataStream, Schroders Economics Group, 22 February 2016
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A diverging world
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Maturing cycle in West, growth concerns in East
Slowdown phase Expansionary phaseRecessionary phase Recovery phase

CHINA

EU

UK
US

JAPAN

Growth Policy

US
Slow growth to continue, oil price falls beneficial, but 
downgrades coming through.  Underestimating 
inflation risk.

The Fed is expected to continue to raise interest rates in 2016, with 
the BOE expected to follow suit in 2017 although volatility and low 
inflation has delayed upward trajectory. Political uncertainty.

UK Slower albeit robust growth, oil price falls beneficial

Eurozone Growth downgrades ECB policy to remain accommodative

Japan Growth downgrades BOJ to remain accommodative but refrain from further easing

China Downside risk to growth target, no ‘hard landing’ Further cuts in interest rates and reserve requirement ratios

Stabilising oil price suggests upwards inflationary pressure ─ Downgrades to global growth but no US recession
─ Slightly more cautious on equities, less negative on 

emerging markets

Source: Cazenove Capital. Each circle corresponds to the country’s position in the business cycle



Equity markets 

S&P500 ─ We have become slightly more cautious 
on the outlook for equities 

─ Earnings growth expectations for 2016 in 
key markets have been revised down and 
are now looking more realistic

─ US wage inflation to put downside 
pressure on profit margins

─ Large-cap UK equities to benefit from 
translation effects on overseas earnings 
of weakness in sterling

─ Emerging market equities to benefit from 
weaker US dollar, stabilisation in 
commodity prices  and recovery in 
sentiment
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Source: Bloomberg, Datastream, Cazenove Capital. Past performance is not a guide to future performance.

Valuations more attractive, but earnings downgrades
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Bond markets

─ Small upwards movements in bond yields 
could result in significant capital loss

─ As interest rates expectations begin to 
normalise we expect bond prices to fall 
and prefer short dated exposure

─ Considerable increase in bond market 
volatility

─ Liquidity concerns in corporate bond 
market

─ Poor risk–return characteristics in bonds 
overall for long term investors

─ However, yields may remain subdued 
whilst heightened equity market volatility 
persists as the perceived ‘safe haven’ 

The invisible iceberg 
UK gilt yields vs. potential loss 
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Source: DataStream. Past performance is not a guide to future performance
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Asset Allocation in practise
Charity Multi-Asset Fund

Source: Schroders, 31st March 2016
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— Neutral equities – expect continued volatility, 
cyclical headwinds offset by lower valuations 

— Underweight bonds – yields at generational 
lows, expect interest rate rises in US and UK 
in next few years and uncertainty with 
possible BREXIT

— Overweight UK commercial property –
Capital return may face headwinds on rising 
gilt yields, though rental yields remain 
supportive

— Overweight absolute return – in more volatile 
market conditions seeking investments with 
low correlation to traditional asset classes

— Overweight cash – short term position that 
continues to provide security and liquidity to 
take advantage of investment opportunities

— Emphasising the benefits of diversification in 
volatile market conditions

Charity Multi-Asset Fund Strategy Tactical 
Range

31st Dec 
2015

31st Mar 
2016

UK Equities 38% 28 - 48% 38.8% 33.9%

Overseas Equities 20% 10 – 30% 23.9% 23.9%

Emerging Mkt Equities 5% 0 – 10% 3.9% 4.6%

Bonds 10% 0 - 20% 1.8% 1.8%

Property 10% 5 - 15% 10.2% 10.7%

Absolute Return 15% 10 – 20% 14.8% 15.9%

Infrastructure - 0 – 5% 2.6% 2.7%

Commodities - 0 – 5% 1.2% 1.7%

Cash 2% 0 – 15% 2.8% 4.8%



Appendices
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Strategic Asset Allocation Input Assumptions

− Our strategic asset allocation process begins with examining the 
expected long-term characteristics of investment markets. In doing 
so we look at historic return data (both nominal and real) and 
current economic conditions and trends. Importantly, this is overlaid 
with a degree of professional judgement in forming our expectations 
of markets. 

− Risk is defined as the standard deviation of annual returns. 
Assuming that returns are normally distributed, we expect returns to 
be within one standard deviation of the mean on two thirds of 
occasions. Risk and return estimates are based on our analysis and 
are not guaranteed. 

Correlation assumptions 
− The other inputs required for our strategic asset allocation are the 

correlation coefficients between various investment markets. 
Correlation is a measure of the degree to which asset class 
performance moves in unison. The value assigned ranges from -1 
(perfect negative correlation) through zero (no discernible 
relationship) to +1 (perfect positive correlation). 

− The ability to reduce overall portfolio risk (volatility) by combining 
assets in a diversified portfolio is due entirely to the fact that 
markets are not perfectly positively correlated. The weaker the 
correlation, the greater the risk-reducing benefits of portfolio 
diversification. The full correlation assumptions are available on 
request. 

Forecasts are by their very nature subject to change without notice. No representation or warranty is made that any return or forecast will be achieved. 

Long-Term Total 
Return p.a. Risk

Cash 3.75% 0.5%

Bonds 4.00% 6.0%

Domestic Developed 
Equities 7.50% 15.0%

Overseas Developed 
Equities 7.75% 17.0%

Emerging Market Equities 10.00% 23.0%

Absolute Return 6.00% 7.5%

Property 6.00% 7.5%

Commodities 6.50% 19.0%
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Disclaimers, risk warnings and regulatory status

Disclaimers
− We undertake to comply with our obligations under the Financial Services and Markets Act 2000 and the disclaimers set out in this section do not exclude or restrict liability for any 

duty to clients under this Act or any other applicable regulatory authority.

− Nothing in this document should be deemed to constitute the provision of financial, investment or other professional advice in any way. The material in this document is for 
information purposes only and the services, securities, investments and funds described may not be available to or suitable for you. Not all strategies are appropriate at all times.

− We have taken all reasonable care to ensure that the information contained within this document is accurate, up to date, and complies with all prevailing UK legislation. However, 
no liability can be accepted for any errors or omissions, or for any loss resulting from its use. Any data and material provided ahead of an investment decision are for information 
purposes only. Unit and share prices are for information purposes only, they are not intended for trading purposes. We shall not be liable for any errors or delays in these prices or 
in the provision of this information, or for any actions taken in reliance thereon.

− We reserve the right to amend, alter, or withdraw any of the information contained in this document at any time and without notice. No liability is accepted for such changes.

− This document may include forward-looking statements that are based upon our current opinions, expectations and projections. We undertake no obligation to update or revise any 
forward-looking statements. Actual results could differ materially from those anticipated in the forward-looking statements.

Risk warnings 
− You should consider the following risks:

− Investment risk: The value and income of any of the securities or investments and the price of shares and the income derived from them, which are mentioned in this document, 
may fall as well as rise. Investors may not receive the original amount invested in return. Investors should also be aware that past performance is not a guide to future performance.

− Taxation: Statements concerning taxation are based on our understanding of the taxation law in force at the time of publication. The levels and bases of taxation may change. You 
should obtain professional advice on taxation where appropriate before proceeding with any investment. 

− Exchange rates: Investments in overseas securities are exposed to movements in exchange rates. These may cause the sterling value of units to go up or down. 

− Debt securities: Investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater risk of default and have a negative impact on income and 
capital value. Income payments may constitute a return of capital in whole or in part. Income may be achieved by foregoing future capital growth. 

− Emerging markets: You should be aware of the additional risks associated with investment in emerging and developing markets. These include: higher volatility of markets; 
systems and standards affecting trading, settlement, registration and custody of securities all possibly lower than in developed markets; lack of liquidity in markets and exchanges 
leading to lower marketability of securities and greater price fluctuation; significant currency volatility, possibly resulting in adoption of exchange controls; lower shareholder 
protection or information to investors provided from the legal infrastructure and accounting, auditing and reporting standards.
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Disclaimers, risk warnings and regulatory status 
(continued)

Risk warnings (continued)
− Unregulated collective investment schemes: Unregulated collective investment schemes and other non-mainstream pooled investments (NMPIs) are unlikely to offer a 

level of investor protection equivalent to that available for UK regulated investments. Such schemes may deal infrequently and may limit redemption.

− Structured products: Structured products are usually issued by financial institutions and in the event of these institutions going into liquidation or failing to comply with the 
terms of the securities you may not receive the anticipated returns and you may lose all or part of the money you originally invested. If you sell your investment before its 
maturity date the investment may achieve a price less than the original investment. The performance of these investments may depend on indices and defined 
calculations which may differ from direct investments. 

− Gearing: Some of the investments we may make on your behalf could be in investment companies which use gearing as a strategy or invest in other investment 
companies which use gearing, such as investment trusts. The strategy which the issuer of such securities uses or proposes to use may result in movements in the price of 
the securities being more volatile than the movements in the price of underlying investments. Such investments may be subject to sudden and large falls in value and you 
may get back nothing at all if there is a sufficiently large fall. 

− Regulated Mortgages: Schroder & Co. Limited is authorised by the Prudential Regulation Authority to administer, advise on, arrange (bring about) and enter into a 
regulated mortgage contract. Your home may be repossessed if you do not keep up repayments on your mortgage.

Company particulars and regulatory status
− This document is issued by Schroder & Co. Limited trading as Cazenove Capital Management, who together with connected companies provide the services described.

− Schroder & Co. Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
Registered office is at 31 Gresham Street, London EC2V 7QA. Registered Number 2280926 England

− Services supplied by Schroder & Co. Limited and connected companies may be subject to value added tax (VAT). Schroder & Co. Limited is registered for VAT in the 
United Kingdom (GB 243868730).

− For the purposes of the Data Protection Act 1998, the data controller in respect of any personal data you supply is Schroder & Co. Limited. Personal information you 
supply may be processed for the purposes of investment administration by the Schroder Group, which may include the transfer of data outside of the European Economic 
Area. Schroder & Co. Limited may also use such information for marketing activities unless you notify it otherwise in writing.

− For your security, communications may be taped or monitored.
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