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Introduction 

 
Your portfolio is invested across a diverse range of investment 
markets, with the aim of achieving your long-term objectives. 

 

In this Quarterly Bulletin we provide a review of 
the performance of investment markets over the 
quarter, and outline the current market outlook 
from our multi-asset team. 
  
We then show you how the portfolios have 
performed. 
  
To help you put this in some context, we explain 
where the main positive and negative 
contributions to performance have come from. 

We also update you on any changes that 
we have made to the portfolios and the 
reasons why. 
  
We hope that you find this information 
useful. 

Alex Funk 

Chief Investment Officer 
Schroder Investment Solutions 
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Market performance 

Q4 2023 

  

Source: Morningstar as at 29 December 2023. Notes: All Indices in base currency. 
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The importance of diversification 

 The blend of assets in your portfolio is likely to be the dominant influence on your long-term returns. 
Spreading your investments across a variety of markets can help you to achieve your investment 
objectives while taking less risk than investing in any single market. The table below shows the varying 
level of market returns, on a calendar year basis, since 2019. The best performing asset class in any one 
calendar year (at the top) can potentially deliver the worst returns in the following year (at the bottom). 
Spreading investments across a range of markets helps avoid 'putting all your eggs in one basket' and 
gives you a better chance of achieving more consistent returns. 

Please remember that 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 amounts originally invested. The return may increase or decrease as a result of currency 
fluctuations. 
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It was a strong quarter for global shares and bonds as the US Federal Reserve signalled that 
interest rate cuts may be on the way for 2024. Developed market equities outperformed 
emerging markets amid ongoing worries over China's real estate sector. Crude oil prices fell 
despite some output cuts.  

  

 

US shares rallied strongly in the final quarter of 2023 on expectations of imminent rate cuts. 
The annual inflation rate in the US (consumer price index) slowed over the period from 3.7% 
in September to 3.2% in October and 3.1% in November. This data reinforced market 
expectations that the rate hiking cycle in the US may have finished and the Federal Reserve 
will cut rates in 2024. Top performing sectors were those most sensitive to interest rates, 
including information technology, real estate and consumer discretionary. The energy sector 
posted a negative return as crude oil prices fell.  

  

 

The final quarter of the year was a strong one for eurozone shares, boosted by expectations 
that there may be no further interest rate rises. The MSCI EMU index (which tracks mid- and 
large-cap companies in 10 developed markets in the European Economic and Monetary 
Union) advanced 7.8%. Top gaining sectors included real estate and information technology, 
while healthcare and energy were the two main laggards, registering negative returns. 
Shares were supported by softer inflation figures from both the eurozone and the US, which 
raised hopes that interest rates may not only have peaked, but that cuts could soon be on 
the way in 2024. Euro area annual inflation fell to 2.4% in November from 2.9% in October.  

  

 

UK shares rose over the quarter with small and mid-cap indices outperforming the broader 
market.  Domestically focused stocks performed very strongly while overseas "inbound" bids 
for smaller UK companies continued to pick-up. This occurred as hopes build further that 
interest rates may have peaked. UK inflation moderated more than expected over the period 
with the Office for National Statistics (ONS) revealing that the consumer prices index had 
dropped to 3.9% in November. Some of the large internationally exposed and economically 
sensitive areas of the market performed well, especially in the industrial and financial 
sectors. More generally, however, larger companies were held back as sterling performed 
strongly against a weak US dollar.  

  

 

Japanese shares ended the quarter higher as gains made in November outweighed some 
weakness in October and December. In October, worries that US interest rates may remain 
higher for longer, given still strong inflation, weighed on market sentiment. Additionally, 
heightened geopolitical risks, such as renewed conflict in the Middle East, were a cause for 
concern. However, investor sentiment improved, primarily due to weaker-than-expected 
macroeconomic figures in the US leading to expectation of US rate cuts. Although the US 
market continued to rise in December, the Japanese equity market lagged as investors 
became concerned about yen appreciation.  

  

 

Despite pressure early in the quarter, when rising bond yields and conflict in the Middle East 
weighed on emerging market (EM) returns, overall EM shares were strong in Q4 2023, albeit 
behind developed market equities. Signs of a "soft landing" for the US economy and 
increased expectations for interest rate cuts in 2024 were supportive. However, China 
continued to be a drag on broad EM performance. Poland was the top performing EM over 
the quarter as markets welcomed Donald Tusk's election as prime minister at the head of a 
pro-EU liberal coalition government.  

  



Market commentary 

Q4 2023 

 

 

Source: Schroders. Please note that any past performance mentioned in this document is not a guide to future performance 
and may not be repeated. Information is provided for illustrative purposes only and should not be considered as a 
recommendation to buy or sell. 
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The final quarter of the year was a very positive one for fixed income markets, marking their 
best quarterly performance in over two decades, according to the Bloomberg Global 
Aggregate indices. The major driver of this performance was a perceived shift in monetary 
policy direction, from a "higher-for-longer" stance to prospective rate cuts. As markets priced 
in easing conditions, government bond yields fell across the board. Despite a slowing growth 
outlook, the corporate bond market staged an impressive rally on hopes that a deep 
recession could be averted as financial conditions eased. High yield markets outperformed 
investment grade in both the US and Europe, with significant outperformance over 
government bonds. Investment grade bonds are the highest quality bonds as determined by 
a credit rating agency; high yield bonds are more speculative, with a credit rating below 
investment grade. 

  

 

The S&P GSCI Index (a composite index of commodities that measures the performance of 
the commodities market) declined in the fourth quarter, with price gains for precious metals 
and industrial metals failing to offset weaker prices for agriculture, energy, and livestock. 
Energy was the worst performing component, with sharply lower prices for natural gas, 
crude oil, and gas oil. Oil prices fell despite output cuts from Opec+ (the Organization of the 
Petroleum Exporting Countries, plus some other oil-producing countries).  

  

 

Asia ex Japan shares gained in the fourth quarter. Hopes that US interest rates may have 
peaked led to renewed investor appetite for equities across the region. All markets in the 
MSCI AC Asia ex Japan index ended the quarter in positive territory apart from China, where 
shares fell due to investor concerns over weaker economic growth. The ongoing real estate 
crisis and uncertainty over China's regulatory regime also weakened sentiment towards 
Chinese stocks. Taiwan, South Korea, and India were the strongest markets in the region 
over the quarter, with all three achieving robust growth.  

  
 



Asset allocation 

Q4 2023 

 

 

  
Source: Schroders as at April 2023. The chart illustrates the asset class diversification for the Schroder Managed Defensive Fund. 
Please note that the illustration may not show our current asset allocation. 
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We have a robust asset allocation framework with the appropriate balance between asset classes, sectors 
and regions. Spreading all investments across a well diversified range of assets also helps to reduce risk. 
We design the optimal blend of asset classes to maximise returns for the Schroder Managed Defensive 
Fund. The chart below illustrates the asset class diversification of the Schroder Managed Defensive Fund. 
 

Asset allocation 
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Asset class views 

Q4 2023 

 

 

Source: Schroders, December 2023. Note: The views for equities, government bonds and commodities are based on return relative 
to cash in local currency. Please note any past performance mentioned is not a guide to future performance and may not be 
repeated. The sectors, securities, regions and countries shown are for illustrative purposes only and are not to be 
considered a recommendation to buy or sell. 
1Global Emerging Markets includes Central and Eastern Europe, Latin America and Asia. 
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Source: Schroders 2024. 
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Investment objective 
The Fund aims to provide capital growth and 
income in excess of the ICE BofA Sterling 3- Month 
Government Bill Index plus 2% per annum (after 
fees have been deducted) over a three to five year 
period, whilst also seeking to mitigate the risk of 
incurring a loss greater than 10% over any 
investment period, by investing in a diversified 
range of assets and markets worldwide. The Fund 
will seek to achieve a target average volatility (a 
measure of how much the Fund's returns may vary 
over a year) over a rolling five year period of 4% 
per annum. This cannot be guaranteed and your 
capital is at risk. The Fund invests directly or 
indirectly through derivatives in equity or equity 
related securities and fixed and floating rate 
securities, issued by governments, government 
agencies, supra-nationals or corporate issuers, 
worldwide. The Fund seeks to achieve the target 
average volatility by varying the weighting of asset 
types. During the market cycle the Fund's volatility 
may be higher or lower than the target average 
level if the Investment Manager believes it is 

necessary to seek to mitigate potential losses. The 
Fund's potential gains and losses are likely to be 
constrained by the aim to achieve its target 
average volatility. The Fund may also invest in 
alternative assets including funds that use 
absolute return strategies or funds that invest 
indirectly in real estate, infrastructure and 
commodities. The Fund may also invest in money 
market instruments, collective investment 
schemes, closed ended investment schemes, real 
estate investment trusts and exchange traded 
funds, and hold cash (exceptionally up to 100% of 
the Fund's assets may be cash or money market 
instruments). The Fund may invest more than 10% 
of its assets in collective investment schemes 
managed by Schroders. The Fund may use 
derivatives with the aim of achieving investment 
gains, reducing risk or managing the Fund more 
efficiently (for more information please refer to 
section 10 of Appendix III of the Prospectus). The 
Fund may use leverage and take short positions. 



Schroder Managed Defensive Fund 

Q4 2023 

 

 

Source: All performance data, unless otherwise stated Morningstar, bid to bid, net income reinvested, net of fees as at 31 December 
2023. Portfolio returns may vary from individual investor returns due to timings and cash flows. Information is provided for 
illustrative purposes only and should not be considered as a recommendation to buy or sell.  
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Schroder Managed Defensive Fund performance 

 Past performance is not a guide to future performance and may not be repeated. The value of 
investments and the income from the may go down as well as up and investors may not get back the 
amounts originally invested. The return may increase or decrease as a result of currency fluctuations. 
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What are the risks? 

 Prior to making an investment decision, please consider the following 
risks: 

 Credit risk: A decline in the financial health of an 
issuer could cause the value of its bonds to fall or 
become worthless. 

Currency risk: The fund may lose value as a result 
of movements in foreign exchange rates, otherwise 
known as currency rates. 

Derivatives risk: Derivatives, which are financial 
instruments deriving their value from an underlying 
asset, may be used to manage the portfolio 
efficiently. The portfolio may also materially invest in 
derivatives including using short selling and 
leverage techniques with the aim of making a 
return. A derivative may not perform as expected, 
may create losses greater than the cost of the 
derivative and may result in losses to the fund. 

High yield bond risk: High yield bonds (normally 
lower rated or unrated) generally carry greater 
market, credit and liquidity risk. 

IBOR risk: The transition of the financial markets 
away from the use of interbank offered rates (IBORs) 
to alternative reference interest rates may impact 
the valuation of certain holdings and disrupt 
liquidity in certain instruments. This may impact the 
investment performance of the fund. 

 Interest rate risk: The fund may lose value as a 
direct result of interest rate changes. 

Liquidity risk: In difficult market conditions, 
the fund may not be able to sell a security for 
full value or at all. This could affect performance 
and could cause the fund to defer or suspend 
redemptions of its shares, meaning investors 
may not be able to have immediate access to 
their holdings. 

Market risk: The value of investments can go 
up and down and an investor may not get back 
the amount initially invested. 

Operational risk: Operational processes, 
including those related to the safekeeping of 
assets, may fail. This may result in losses to the 
fund. Failures at service providers could lead to 
disruptions of fund operations or losses. 

Performance risk: Investment objectives 
express an intended result but there is no 
guarantee that such a result will be achieved. 
Depending on market conditions and the macro 
economic environment, investment objectives 
may become more difficult to achieve. 



Schroder Managed Defensive Fund 

Q4 2023 

 
 

  
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 amounts originally invested. The return may 
increase or decrease as a result of currency fluctuations. For illustrative purposes only and should not be viewed as a 
recommendation to buy or sell. Source: Schroder Investment Solutions Quarterly Investment Committee Meeting – December 2023. 
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Portfolio updates 
The Schroder Managed Defensive Fund increased 
in value in the final quarter of 2023. Equity and 
bond markets rose strongly towards the end of the 
year as inflationary pressures eased and investors 
became more optimistic about the economic 
outlook. Against this backdrop, the holdings in 
equity and fixed income contributed positively to 
the performance of the portfolios, while holdings 
in commodities slightly detracted from returns.   

Over the period, inflation continued to fall, 
supporting our view that US interest rates had 
reached a peak.  More people of working age 
returned to the US workforce, reducing the 
pressure on businesses to raise wages to compete 
in a tight labour market. We maintained our view 
that the US economy is most likely to have a soft 
landing, which is where growth gradually slows but 
a recession is avoided. As a result, our view was 
that markets were likely to rise into the year-end 
and our flexible approach enabled us to take 
advantage of opportunities as they surfaced.  

The Fund's volatility cap mechanism remained in 
place throughout the quarter. We use the volatility 
cap to systematically reduce the Fund's invested 
exposure and raise cash exposure during periods 
of increased volatility which aims to reduce the risk 
exposure of the Fund. However, as the quarter 
progressed, improving conditions allowed us to 
invest a higher proportion of the Fund’s assets 
away from cash and back into equity and fixed 
income markets.   

Equities  

Within equities, the Fund maintains exposure to a 
range of regionally diversified opportunities. The 
largest equity exposure has been in US larger 
companies as we were most positive on the 
outlook for this area of the market. For much of 
the year the US market was propelled by the 
fortunes of a few very large US technology 
companies, which have become known as the 
“Magnificent 7” (Apple, Alphabet, Amazon, 
Microsoft, Meta, Nvidia and Tesla). Going forward 
we expect market returns to come from a broader 
range of stocks.    

Fixed income  

The Fund maintains exposure to a diversified 
range of developed market government bonds 
(UK, US, Germany, Australia and Canada). The 
largest exposure is to US Treasury Bonds, which 
rose strongly over the final quarter of the year as 
more investors began to believe that interest rates 
had reached a peak and would begin to fall.  

Alternatives  

Turning to alternatives, allocations to broad 
commodities marginally detracted from returns. 
We expected this position to perform well in a 
scenario where inflation proved more stubborn 
than markets expected. Commodity prices can also 
rise in an environment of geopolitical uncertainty.  



Schroder Managed Defensive Fund 
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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 amounts originally invested. The return may 
increase or decrease as a result of currency fluctuations. For illustrative purposes only and should not be viewed as a 
recommendation to buy or sell. Source: Schroder Investment Solutions Quarterly Investment Committee Meeting – December 2023. 
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Portfolio changes 
Looking ahead into the new year, we continue to 
expect that the global economy will have a soft 
landing, where growth slows but a recession is 
avoided. The challenge we face is that this has now 
become the consensus view within the market. 
This was reflected in strong gains in equities 
towards the end of the year. Following these gains, 
we are less positive on the short-term outlook for 
equity market returns. At the same time, it is too 
early for us to turn negative on equities as we see 
few signs of an imminent recession in the US. In 
particular, high employment levels in the US 
continue to support consumer demand in the US 
economy.  

As a consequence, we have turned from positive to 
neutral on equities. We face similar challenges in 
bonds where markets also largely reflect our view 
that the global economy is most likely to have a 
soft landing. As a result, we have a neutral view on 
bonds overall while we seek to exploit relative 

value opportunities. In currencies, in line with 
downgrading our view on the short-term prospects 
for equities and bonds, we have moved more 
neutral on the US Dollar. On the other hand, we 
have a positive view on emerging market 
currencies given strong inflation fighting 
credentials and prudent fiscal policies of policy 
makers in many of these countries.   

Overall, given our view that the US won't move into 
recession until the end of 2024, and with cash rates 
starting to fall, we advocate being invested in a 
well-diversified portfolio. But with the soft landing 
scenario largely priced in, a flexible approach is 
required to navigate markets and take advantage 
of buying opportunities as they arise. To use game 
playing analogy, the pack of cards needs to be 
reshuffled to provide fresh opportunities and the 
next card to be dealt can significantly change the 
hand you hold.   



Schroder Managed Defensive Fund 
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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 amounts originally invested. The return may 
increase or decrease as a result of currency fluctuations. For illustrative purposes only and should not be viewed as a 
recommendation to buy or sell. Source: All performance data, unless otherwise stated Morningstar, bid to bid, net income 
reinvested, net of fees as at 29 December 2023. Model portfolio returns may vary from individual investor returns due to timings 
and cash flows.  
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Positive contributors to portfolio performance 
  

Government Bonds 
Total return 

1.61% 

 
Weaker growth, easing inflation, and shifting interest rate expectations, led to a decline in yields across all major bond markets 
(bond yields move inversely of prices).  

 

US Equities 
Total return 

1.15% 

 
US shares rose strongly on expectations of imminent interest rate cuts as inflationary pressures eased. Top performing sectors 
were those most sensitive to interest rates, including information technology and real estate.  

 

Europe ex UK Equities   Total return 
0.14% 

 
Eurozone shares were boosted by expectations that there may be no further interest rate rises. Top gaining sectors included real 
estate and information technology.  

   
Note: Government Bonds = US, UK, German, Canadian, Australian government bonds of varying maturity; US Equities = S&P 500 
Index Future; Europe ex UK Equities = Euro Stoxx 50 Index Future. Returns are in base currency. 
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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 amounts originally invested. The return may 
increase or decrease as a result of currency fluctuations. For illustrative purposes only and should not be viewed as a 
recommendation to buy or sell. Source: All performance data, unless otherwise stated Morningstar, bid to bid, net income 
reinvested, net of fees as at 29 December 2023. Model portfolio returns may vary from individual investor returns due to timings 
and cash flows.  
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Negative contributors to portfolio performance 
  

Commodities 
Total return 

-0.08% 

 
Price gains for precious metals and industrial metals failed to offset weaker prices for agriculture, energy, and livestock. Energy 
was the worst performing component of the commodity universe. 

   
Note: Commodities = BCOM Index Total Return Swap. Returns are in base currency. 
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Absolute return 
A type of investment strategy that aims to make a 
positive return on investment regardless of how 
well the overall market is performing. This means 
that even if the market is going down, an absolute 
return strategy will still try and make money. 
 

Active fund/actively managed 
A portfolio of investments that is selected by a 
professional investment manager and managed on 
an ongoing basis with the aim of achieving an 
outperformance objective. 
 

Alpha 
A measure of investment performance above the 
market. For example, an equity fund delivers 
returns of 9%. If the broader equity market has 
delivered 4%, the fund has delivered 5% of alpha. 
 

Alternatives 
A collective term for asset classes other than 
equities, bonds and cash. Alternatives include real 
estate, private equity, hedge funds and 
commodities. 
 

Annualised Return 
The amount of money an investment makes on 
average each year (expressed as a percentage). For 
example, over three years a fund delivers returns of 
4%, 6% and 3% - its annualised return is 4.3%. 
 

Assets 
Any financial instrument that has value and can be 
used to generate income or grow in value. This can 
include equities, bonds, property and commodities. 
The goal of investing in assets is to generate a 
return on investment, either through capital 
growth, income, or both. 
 

Asset Allocation 
The target investment split between different asset 
classes in a portfolio. This is based on the long-term 
risk and return characteristics of asset classes and is 
designed to reflect an investor’s investment 
objectives and attitude to risk. 
 

Benchmark 
A standard, usually an investment index, that a 
fund's performance can be measured against. For 
example, a UK equity fund is managed against the 
FTSE100 index. If the fund does better than the 
index, it has outperformed; if the fund has done 
worse, it has underperformed. 
 

Bonds 
A type of fixed-income investment that allow 
investors to lend money to an issuer, such as a 
corporation (corporate bonds) or government (gilts 
or treasury bonds), in exchange for regular interest 
(coupon) payments and the return of their principal 
investment at maturity. Bonds are typically issued 
with a fixed interest rate and a specific maturity 
date, which can range from a few months to several 
decades. 
 

Bottom up 
An investment approach that focuses on analysing 
individual companies or securities, rather than 
making investment decisions based on broader 
economic or market trends. 
 

Commodities 
A type of asset class which are typically raw 
materials or primary agricultural products that can 
be bought and sold, such as copper, gold, oil. As an 
asset class, commodities can provide diversification 
benefits to an investment portfolio because they 
often have low correlation with other asset classes. 
 

Component Funds 
Funds that are used as building blocks to create a 
diversified investment portfolio. These funds 
typically invest in a specific asset class or sector, 
such as large-cap stocks, small-cap stocks, or bonds. 
These funds are not available in the retail 
marketplace. 
 

Consumer discretionary 
A category of companies that provide goods and 
services that are considered non-essential or 
discretionary, meaning they are not necessary for 
basic living but are purchased by consumers when 
they have extra income. Examples include clothing 
and accessories, cars and entertainment. 
Companies in the consumer discretionary sector 
may be involved in the design, manufacture, 
marketing, and sale of these products and services. 
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Consumer staples 
A category of companies that provide goods and 
services that are considered essential or staples, 
meaning they are necessary for basic living and are 
purchased by consumers regardless of economic 
conditions. Examples include food, beverages, 
household products and healthcare products. 
Companies in the consumer staples sector may be 
involved in the production, processing, marketing, 
and distribution of these products and services. 
 

Corporate bonds 
A type of fixed income investment that companies 
issue to raise capital. When an investor buys a 
corporate bond, they are essentially lending money 
to the company that issued the bond. In return, the 
company promises to pay back the principal 
amount of the bond (the initial investment) plus 
interest over a set period of time. 
 

Correlation 
A statistic that measures the degree to which two 
investments (for example equities and bonds) move 
in relation to each other. 
 

Coupon 
Interest payment made to the bondholders by the 
issuer of a bond. It is usually paid out semi-annually 
or annually and is a percentage of the bond's face 
value. The coupon rate is the fixed interest rate that 
the bond issuer agrees to pay to the bondholders. 
 

Currency exposure 
A risk that an investment's value will be affected by 
changes in currency exchange rates. 
 

Cyclical slowdown 
A period of economic contraction that is part of the 
normal business cycle. In a typical business cycle, 
there are periods of expansion (when the economy 
is growing) and periods of contraction (when the 
economy is shrinking). A cyclical slowdown is a type 
of contraction that occurs when the economy slows 
down after a period of growth. 
 

Credit 
Debt investments that are issued by companies, 
governments, or other entities. Credit investments 
are essentially loans that investors make to the 
issuer, and in return, the issuer promises to pay 
back the principal amount of the loan plus interest 
over a set period of time. 
 

Credit spreads 
The difference in the income return on an 
investment between two types of debt investments, 
typically bonds. The spread is calculated by 
subtracting the income return of a lower-risk 
investment from the income return of a higher-risk 
investment. 
 

Debt ceiling 
The legal limit on the amount of money that a 
government is allowed to borrow to fund its 
operations. 
 

Defensive stocks 
Stocks of companies that tend to do well during 
tough economic times. These companies are often 
in industries that provide essential goods or 
services that people need no matter what's going 
on with the economy, like utilities, healthcare, and 
consumer staples. Defensive stocks are considered 
less risky than other stocks because they are less 
sensitive to changes in the economy. 
 

Derivatives 
Derivatives are financial instruments that get their 
value from other things, like equities, bonds, or 
commodities. They can be used for different 
purposes, like protecting against changes in the 
price of an asset, trying to make money by 
predicting the future price of an asset, or getting 
exposure to an asset without actually owning it. 
 

Diversification 
Spreading your money across different types of 
investments, such as equities, bonds, and property, 
instead of putting all your money in just one type of 
investment. By doing this, you can reduce the 
overall risk of your investment portfolio. 
 

Downside 
The potential loss that an investor may incur from 
an investment. It is the opposite of upside, which 
refers to the potential gain that an investor may 
achieve from an investment. 
 

Dovish 
A policy stance that is supportive of low interest 
rates and other measures designed to stimulate 
economic growth. For example, by lowering interest 
rates to make borrowing cheaper and encourage 
businesses and consumers to spend more. This can 
help to stimulate economic growth and reduce 
unemployment. 
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Duration 
The sensitivity of the price of a bond to changes in 
interest rates. A bond with a longer duration will 
typically be more sensitive to changes in interest 
rates than a bond with a shorter duration. 
 

Economic Cycle 
The natural pattern of growth and contraction that 
happens in the economy over time. It has four 
stages: expansion, peak, contraction, and trough. 
During the expansion phase, the economy is 
growing, and during the contraction phase, the 
economy is shrinking. 
 

Emerging Markets 
Countries that have fast-growing economies and 
may be going through the process of 
industrialisation. Examples include Brazil, Russia, 
India and China (often referred to as BRIC). 
 

Equities 
Also known as stocks or shares, equities represent 
an ownership interest in an entity, such as a 
company. In other words, if you own equity in a 
company, you own part of that business. 
 

ESG 
Stands for Environmental, Social and Governance. 
It’s a way for investors to evaluate companies based 
on how they impact the environment, society, and 
their own internal policies. Investors use ESG 
criteria to make investment decisions that align with 
their values and beliefs. 
 

Exchange Traded Funds (ETFs) 
Funds that track indices, sectors or commodities 
and are bought and sold on the stock exchange. 
 

Fixed Income 
A type of investment that provides a fixed or 
predictable return in the form of regular interest 
payments. Fixed income investments are typically 
issued by governments, corporations, or other 
entities as a way to raise capital to fund their 
operations or growth. The most common type of 
fixed income investment are bonds. 
 

Futures 
Financial contracts that stipulate that an asset that 
must be bought or sold for a predetermined price 
on a future date. 
 

Gilts 
A type of fixed income investment issued by the UK 
government. They are considered to be among the 
safest investments available. They have a fixed 
interest rate and a specific maturity date, which can 
range from a few months to several decades. 
 

Government Bonds 
Essentially IOUs issued by a government to borrow 
money from investors. When you buy a government 
bond, you're basically lending money to the 
government for a set period of time, and in return, 
you'll receive interest payments. Government bonds 
are considered to be safe investments because the 
risk of the government defaulting on its debt is very 
low. 
 

Growth investing 
Investing in companies that are expected to offer 
future growth prospects that are above the average 
in their industry or sector. 
 

Hawkish 
A policy stance that is supportive of higher interest 
rates and other measures designed to control 
inflation. For example, a central bank may take a 
hawkish stance by raising interest rates in order to 
slow down economic growth and prevent inflation 
from rising too quickly. 
 

Hedge fund 
Funds that target high positive returns in any 
market environment through the use of 
nontraditional portfolio management techniques. 
They are typically only suitable for sophisticated 
investors as hedge funds can be more complex 
compared to traditional investments such as mutual 
funds. 
 

High yield bonds 
Issued by companies that have a lower credit rating 
than investment-grade bonds. These companies 
typically have a higher risk of defaulting on their 
debt obligations, which is why high income return 
bonds are considered to be a higher-risk 
investment. Because of the higher risk involved, 
they generally offer higher yields than 
investmentgrade bonds to compensate investors 
for the added risk. 
 

Index 
A standard that a fund's performance can be 
measured against. For example, a UK equity fund is 
managed against the FTSE100 index. 
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Index-linked gilts 
Bonds issued by the UK government that are 
designed to protect investors against inflation. 
Unlike conventional gilts, which pay a fixed rate of 
interest, the interest payments on index-linked gilts 
are adjusted for inflation. 
 

Indices 
A type of financial measure that tracks the 
performance of a group of investments, such as 
equities, bonds, or commodities. An index is 
designed to provide a snapshot of how the overall 
market or a specific segment of the market is 
performing. Also know as indexes. 
 

Inflation 
Inflation is when the prices of goods and services go 
up over time. This means that the same amount of 
money can buy fewer things than before. Inflation 
can be caused by various factors, such as an 
increase in the amount of money in circulation or 
changes in consumer demand. Inflation is 
measured using a price index, which tracks the 
prices of a basket of goods and services. 
 

Insurance Linked Securities 
These are financial instruments that allow insurance 
companies to transfer risk to investors. Investors in 
ILS earn a return for taking on this risk, which is 
paid out of the insurance premiums the insurance 
company collects. The return on these securities is 
dependent on the absence of a triggering event, 
such as a natural disaster. If such an event occurs, 
investors may lose part or all of their investment. 
ILS provide a means of diversification for investors, 
as their performance is not correlated with 
traditional financial markets. 
 

Investment Association (IA) 
A trade association for the UK's investment 
management industry. The IA maintains a set of 
benchmarks for different types of investment 
products. A benchmark is a standard against which 
the performance of an investment product can be 
measured. 
 

Investment grade bonds 
Investment grade bonds are a type of bond that is 
considered to be a safer investment because the 
issuer has a good credit rating so more likely to be 
able to pay back the money they have borrowed. 
They are usually issued by large, well-established 
companies or governments with a strong track 
record of financial stability. 
 

Investment style 
A set of investment strategies and techniques used 
by fund managers to manage portfolios. There are 
several different investment styles, each with its 
own approach to investing and set of 
characteristics. See Value and Growth investing. 
 

Investment trusts 
A type of collective investment fund that pools 
money from many investors to buy a portfolio of 
different assets, such as equities, bonds, and 
property. They are similar to mutual funds, but are 
structured as companies and are traded on stock 
exchanges like individual stocks. 
 

Liquidity 
The degree to which how quickly an asset can be 
bought or sold without impacting its price. For 
example, shares in very large corporations are 
highly liquid as they can be bought and sold almost 
as soon as you request. Property is illiquid since 
buying or selling property can take months if not 
years. 
 

Market capitalisation 
A measure of a company's size, calculated by 
multiplying the total number of shares a company 
has in issue by its current share price. Companies 
are commonly classified as either small cap, mid cap 
or large cap. 
 

Market cycle 
The term used for the cyclical and repeating pattern 
of markets which has four phases: slowdown, 
recession, recovery and expansion. See economic 
cycle. 
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Multi-asset 
A type of investment strategy that involves investing 
in a diversified portfolio of different asset classes, 
such as equities, bonds, property, and commodities. 
The goal of a multi-asset investment strategy is to 
achieve a balance between risk and return by 
spreading investments across different asset 
classes that behave differently in different market 
conditions. 
 

Mutual funds 
Mutual funds pool money from a large number of 
investors with similar goals into a single investment 
product. They are managed by a dedicated 
investment professional (commonly know as the 
portfolio or fund manager) and can invest in tens to 
thousands of securities from a specific asset class or 
a range of asset classes. 
 

Net Asset Value (NAV) 
A term used to describe the value of all the 
investments held by a fund, minus any fees, 
expenses, or other liabilities. It's usually calculated 
on a per-share basis, which means it represents the 
value of one share in the fund. The NAV is calculated 
at the end of each trading day. 
 

Option 
A financial contract that gives the holder the right, 
but not the obligation, to buy or sell an underlying 
asset at a specific price, on or before a specific date. 
 

Ongoing Charge Figure (OCF) 
The OCF is a measure of the total costs associated 
with managing and operating an investment 
portfolio. These costs include the management fees 
and additional expenses of the underlying funds but 
exclude any advice, platform charges, transaction 
fees or incidental costs. 
 

Outperformance 
Where an investment or investment portfolio has 
achieved a higher return than a benchmark or peer 
group over a specified period of time. 
 

Overweight 
When an asset or investment is overweight in a 
portfolio, it means that the allocation to that asset is 
higher than the benchmark or target allocation. 
 

Passive fund/Passively managed 
A fund that aims to track the performance of a 
market index. 
 

Platform 
A digital tool that allows investors to access a range 
of investment products and services from different 
providers in one place. 
 

Policy tightening 
Policy tightening is when a government or central 
bank take steps to slow down the economy and 
control inflation. This is done by increasing interest 
rates, which makes it more expensive to borrow 
money and can slow down spending and 
investment. 
 

Portfolio 
A collection of investments. 
 

Private equity 
Investments in companies that are not publicly 
traded and are not easily accessible to individual 
investors. Private equity firms raise money from 
investors, such as pension funds and wealthy 
individuals, and use that money to buy companies 
or to invest in companies to help them grow and 
become more profitable. Private equity firms 
typically hold their investments for several years 
before selling them for a profit. 
 

Property 
Property, as an asset class, refers to real estate 
investments that are intended to generate income 
and/or capital growth. Property investments can 
take many forms, including residential, commercial, 
industrial, and retail properties. 
 

Proprietary 
Something that is developed and owned by a 
particular company and is not available to 
competitors. 
 

Quantitative easing (QE) 
A monetary policy tool used by central banks to 
stimulate the economy. In QE, the central bank buys 
financial assets, such as government bonds, from 
banks and other financial institutions, thereby 
increasing the money supply in the economy. By 
increasing the money supply, the central bank aims 
to lower interest rates and encourage lending, 
which in turn can boost economic activity and 
inflation. QE is typically used when traditional 
monetary policy tools, such as adjusting interest 
rates, have become ineffective. 
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Quality stocks 
Stocks of companies that are considered to be 
financially stable, profitable, and well-managed. 
 

Real assets 
A type of investment that refers to physical assets 
such as property, commodities, natural resources, 
and infrastructure. Unlike financial assets such as 
equities and bonds, real assets have intrinsic value 
because they have a tangible presence in the real 
world. 
 

Real estate 
Investments in physical property, such as land, 
buildings, and other structures. This can take many 
forms, such as buying and renting residential or 
commercial properties, investing in real estate 
investment trusts (REITs), or investing in real estate 
development projects. 
 

Real return 
The money an investment makes taking into 
account inflation (expressed as a percentage). If an 
investment grows in value by 5% over one year, and 
the rate of inflation is 2%, the real return is 3%. 
 

Rebalancing 
Increasing and reducing exposure to asset classes 
within a portfolio to reflect any changes in the 
expected long-term returns from asset classes. 
 

Recession 
A period of economic decline characterised by a 
decrease in gross domestic product (GDP), 
employment, and trade lasting for at least two 
consecutive quarters. 
 

Real Estate Investment Trusts (REITs) 
A type of investment fund that owns and operates 
income-generating residential and commercial 
properties. 
 

Sector analysis 
The process of evaluating and comparing different 
sectors of the economy as potential investments. 
The most commons sectors are: Consumer 
Discretionary, Consumer Staples, Energy, Financials, 
Healthcare, Materials and Industrials. 
 

Share class 
Refers to a specific type of share that is issued. Each 
share class has unique characteristics, such as 
voting rights, fees, and dividend payments. Share 
classes give investors different options for investing 
in a company and this can impact fees and 
expenses as well as returns. 
 

Slowdown 
A period of reduced economic activity characterized 
by a decline in indicators such as gross domestic 
product (GDP), employment, and consumer 
spending. 
 

Stagflation 
A combination of stagnant economic growth, high 
unemployment, and high inflation. It is a situation 
where an economy experiences a slowdown or 
stagnation in economic output (GDP), along with 
rising prices and a decrease in purchasing power. 
 

Stocks 
Also known as equities or shares, represent 
ownership in a company. When an investor buys a 
share of stock, they are buying a small piece of 
ownership in that company. 
 

Strategic asset allocation (SAA) 
The target investment split between different asset 
classes in a portfolio. This is based on the long-term 
risk and return characteristics of asset classes and is 
designed to reflect an investor’s investment 
objectives and attitude to risk. The target asset 
allocation may be adjusted periodically (rebalanced) 
to reflect changes in market conditions. 
 

Thematics 
An investment strategy that focuses on investing in 
companies that are expected to benefit from a 
particular trend or theme, such as technological 
innovation. 
 

Top down 
An investment approach that starts with an analysis 
of broader economic and market trends, and then 
uses this analysis to guide investment decisions. 
 

Total return 
The total return of an investment comprises any 
capital appreciation (or depreciation) plus any 
income from interest or dividends over a period of 
time. 
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UK CPI 
UK Consumer Price Index. It is a measure of 
inflation that tracks the changes in the price of a 
basket of goods and services purchased by 
households in the UK. 
 

Underweight 
When an asset or investment is underweight in a 
portfolio, it means that the allocation to that asset is 
lower than the benchmark or target allocation.   
Overweight: When an asset or investment is 
overweight in a portfolio, it means that the 
allocation to that asset is higher than the 
benchmark or target allocation. 
 

Upside 
The potential gain that an investor may achieve 
from an investment. It is the opposite of downside 
which refers to the potential loss that an investor 
may incur from an investment. 
 

Value investing 
Investing in companies that are seen to be 
undervalued relative to their current trading price. 
We believe they offer greater return potential in 
comparison to more expensive areas of the market. 
 

Volatility 
A measure of how much the Fund's returns may 
vary over a year. 
 

Yield 
The income return on an investment, usually 
expressed as a percentage of the amount invested. 
 

Yield curve 
The relationship between the yield (or interest rate) 
and the maturity of a series of fixed income 
investments. 
 

Yield spreads 
The difference in yield between two different types 
of fixed-income investments, such as bonds. Yield 
spreads are often used as a measure of the risk 
associated with a particular investment, with higher 
spreads indicating higher risk. 
 



Important information 

 
 

 

 

 

This information is a marketing communication.  
  
For help in understanding any terms used, please visit 
address www.schroders.com/glossary. 
  
© 2023 Morningstar UK Ltd. All rights reserved. The 
information contained herein: (1) is proprietary to 
Morningstar and/or its content providers; (2) may not 
be copied or distributed; and (3) is not warranted to 
be accurate, complete, or timely. Neither Morningstar 
nor its content providers are responsible for any 
damages or losses arising from any use of this 
information. Past performance is no guarantee of 
future results. 
  
This document does not constitute an offer to 
anyone,or a solicitation by anyone, to subscribe for 
shares of Schroder Investment Solutions Fund 
Company (the "Company"). Nothing in this document 
should be construed as advice and is therefore not a 
recommendation to buy or sell shares. Subscriptions 
for shares of the Company can only be made on the 
basis of its latest Key Investor Information Document 
and prospectus, together with the latest audited 
annual report (and subsequent unaudited semi-
annual report, if published), copies of which can be 
obtained, free of charge, from Schroder Unit Trusts 
Limited. 
 
Any reference to sectors/countries/stocks/securities 
are for illustrative purposes only and not a 
recommendation to buy or sell any financial 
instrument/securities or adopt any investment 
strategy. This document may contain “forward-
looking” information, such as forecasts or projections.  

 Please note that any such information is not a 
guarantee of any future performance and there is no 
assurance that any forecast or projection will be 
realised. The material is not intended to provide, and 
should not be relied on for, accounting, legal or tax 
advice, or investment recommendations. Reliance 
should not be placed on any views or information in 
the material when taking individual investment and/or 
strategic decisions. 
  
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 amounts originally invested. Exchange rate 
changes may cause the value of investments to fall 
as well as rise.  
 
Schroders has expressed its own views and opinions in 
this document and these may change. Information 
herein is believed to be reliable but Schroders does 
not warrant its completeness or accuracy. 
 
Schroders will be a data controller in respect of your 
personal data. For information on how Schroders 
might process your personal data, please view our 
Privacy Policy available at 
https://www.schroders.com/en/privacy-policy/ or on 
request should you not have access to this webpage. 
For your security, communications may be recorded or 
monitored. Schroder Investment Solutions is the 
trading name for the Schroder Managed Defensive 
Fund. This document is issued in January 2024 by 
Schroder Unit Trusts Limited, 1 London Wall Place, 
London EC2Y 5AU. Registration No 4191730 England. 
Authorised and regulated by the Financial Conduct 
Authority. UK007245.  

 

 


