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Market commentary 
 

 

Overall, Global equities declined in February in US dollar terms after the strong advance seen in January. Resilient 
economic data suggested that any hoped-for pause in interest rate rises may still be some way off. Asia ex Japan 
equities recorded a negative performance in February, driven lower by sharp declines in China and Hong Kong. The 
Federal Reserve, European Central Bank and Bank of England all raised rates in the month. In fixed income, 
government bond yields were higher, meaning prices fell. 

 

US Equities declined over February and the Federal Reserve (Fed) that a slowdown in inflation is underway and that its 
2% target is achievable. The Federal Open Market Committee (FOMC) minutes from the 1 February meeting showed a 
general consensus that rates may need to rise further than was initially assumed to bring inflation under control. 
Almost all sectors of the S&P 500 were weaker. Technology was comparatively resilient. Chipmaker Nvidia was a 
notable performer having posted strong results and announced greater involvement in artificial intelligence. Energy 
was amongst the weakest sectors with investors eyeing potential cost pressures. 

 

Eurozone Equities gained in February. Forward-looking data painted an encouraging picture for the eurozone 
economy. The flash Markit composite purchasing managers’ index (PMI) for February reached 52.3, up from 50.3 in 
January, indicating the strongest expansion of business activity since last May. (The PMI indices are based on survey 
data from companies in the manufacturing and services sectors. A reading below 50 indicates contraction, while above 
50 signals expansion.) The European Central Bank (ECB) raised interest rates by a further 50 basis points (bps) and a 
further increase is expected in March. February saw the European Commission propose a Green Deal Industrial Plan. 
This aims to provide support for scaling up the EU's manufacturing capacity for the net-zero technologies and products 
that will be needed to meet Europe's climate targets. 

 

UK Equities held up well during the month. Large cap companies were among the top contributors and the FTSE 100 
index achieved a new record high. The market was led by the energy, healthcare and telecoms sectors. These sectors 
benefited from a period of renewed dollar strength as investors questioned whether US interest rates might have to 
rise further than expected. A number of domestically focused areas of the market also outperformed as it transpired 
that the UK economy has been performing more resiliently than expected. Notably, the latest GDP data from the Office 
for National Statistics revealed that the UK economy had not contracted in Q4 2022. As a result, the economy dodged a 
technical recession by avoiding two consecutive quarters of decline following the contraction in Q3 2022. 

 

Emerging Market Equities (EM) posted negative returns in February and underperformed global equities. A re-
escalation in US-China tensions weighed on sentiment while more resilient-than-expected macro data out of the US 
raised the prospect of further rate hikes. Against this backdrop the dollar strengthened, which was an additional 
headwind for EM. Colombia was the weakest index market amid widespread protests against the government’s 
reforms. China also lagged the index by some margin. In part this was due to profit-taking after strong returns recently 
and as enthusiasm about its re-opening faded somewhat. India outperformed, despite Q4 GDP data that came in 
below consensus. Poland came in ahead of the index as did Chile and Peru. 

 

Government Bond prices fell as global government yields were higher in February. The Fed hiked rates by 25bps at the 
beginning of the month, but following strong data, markets concluded that interest rates would likely need to remain 
higher for longer. The ECB hiked rates early in the month and signalled an additional 50bps at their next meeting in 
March. The message was viewed as conservative, given acknowledgement of the improving inflation profile from 
energy prices. In Japan, Kazuo Ueda was nominated as Bank of Japan governor. Markets are trying to work out what 
this means for their monetary policy. 

 

Commodities, represented by the S&P GSCI Index, recorded a negative performance in February. Industrial metals 
and precious metals were the worst-performing components of the index. Within industrial metals, nickel, zinc and 
aluminium all experienced sharp price falls, while declines for lead and copper were more muted. Within precious 
metals, silver and gold prices both declined in the month. Energy prices were also weaker. Within agriculture, wheat, 
Kansas Wheat and corn all experienced significant price falls. 

Past performance is not a guide to future performance. The value of investments and the income received from them can 
fall as well as rise. Investors may not get back the amount invested. Exchange rate changes may cause the value of 
investments to fall as well as rise.  
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Portfolio update 

Active Model Portfolios 

The Active Model Portfolio range had negative returns for February with all portfolios, except for portfolio 10, outperforming 
relative to their respective Investment Association (IA) peer groups. 

UK and European Equity were the leading contributors to performance over February. The JO Hambro UK Dynamic fund and the 
Ninety One UK Alpha funds contributed for the second month in a row. Stocks in the energy and communication services sectors 
performed well. In the JO Hambro UK Dynamic fund a top contributor was aerospace and defence company, Rolls-Royce after it had 
a better than expected rise in operating profit as the post-pandemic recovery in international travel continued. In Europe, the 
Premier Miton European Opportunities fund, contributed positively with stocks in the financial services, industrials and basic 
materials sectors up over the month. 

Emerging Market Equities detracted from performance, as did Global Corporate and Government Bonds. The largest detractor over 
February was the Royal London International Government Bond fund as we continued to see central banks raise interest rates 
which meant that bond prices fell. Further detractors from performance were the Fidelity Emerging Markets and the FSSA Asia 
Focus funds. This was driven by declines in China as well as India which was weaker due to domestic inflation numbers, global 
issues and worries over growth. 

Sustainable Model Portfolios 

The Sustainable Model Portfolio range had negative returns for February and portfolios 3, 4, 5 and 8 outperformed relative to their 
respective Investment Association (IA) peer groups. Portfolios 6 and 7 underperformed relative to their respective Investment 
Association (IA) peer groups. February wasn’t as positive for sustainable focused portfolios as it was in January. UK and European 
Equity allocations were the only asset classes with positive performance. There was also a contribution from the AllianceBernstein 
Sustainable US fund although the US Equity asset class detracted from performance. The CT Responsible UK Equity fund was a top 
contributor with stocks in the industrials, healthcare and consumer defensive sectors doing well over the month.  

Global Corporate and Government Bonds detracted from performance as did Emerging Market Equities. The largest fund detractor 
was the Federated Hermes Global Emerging Markets fund with companies in the consumer cyclical, financial services and 
communication services doing poorly over the month. The Royal London International Government Bond fund also had negative 
returns as we continued to see central banks raise interest rates which meant that bond prices fell. 

Strategic Index Model Portfolios 

The Strategic Index Model Portfolio range had negative returns for February and performance was mixed relative to their respective 
Investment Association (IA) peer groups. 

UK, US and Global Equity contributed positively to performance over February. In the UK, energy, financial services and industrial 
companies performed well. Technology companies were the top contributors in the US with NVIDIA Corp achieving double digit 
returns. NVIDIA Corp engages in the design and manufacture of computer graphics processors, chipsets, and related multimedia 
software. 

Detractors of performance came from Global Corporate and Government Bonds as well as Emerging Market Equity. Consumer 
cyclical and communication service companies were the primary detractors in Emerging Markets. China had negative returns as did 
South Korea where uncertainty about China’s recovery weighed on the outlook for global trade. In Global Corporate Bonds, the US 
underperformed while European credit fared better. 

Blended Portfolios 

The Schroder Blended Portfolio range had mixed returns for February.  Portfolios 3 to 5 outperformed relative to their respective 
Investment Association (IA) peer groups with negative absolute returns, while Portfolios 6 to 8 outperformed with positive returns. 

UK, European and US Equity contributed to performance over February. The UK allocation benefitted from both active and passive 
holdings while the European allocation benefitted from it’s active holding. The JO Hambro UK Dynamic fund (actively managed) and 
the HSBC FTSE All Share Index (passive tracker) were both top contributors over the month. In the US, technology stocks such as 
NVIDIA Corp were positive over the month. 

Emerging Market Equities detracted from performance, as did Global Corporate and Government Bonds. In Emerging Markets, 
index performance was down along with our active managers, Fidelity Emerging Markets fund and the FSSA Asia Focus fund. 
Companies in the consumer cyclical and communication service sectors detracted for several regions over the period. The Global 
Government Bond allocation is implemented through index trackers and these were down over the month as government bond 
yields were higher. 

Tactical Portfolios and Managed Defensive Fund 

The Schroder Tactical Portfolios had negative returns for February, except for portfolio 7, and performance was mixed relative to 
their respective Investment Association (IA) peer groups. The Schroder Managed Defensive Fund also had a negative return for 
February. 

Global equities generally declined in February after the strong advance seen in January. Resilient economic data suggested that any 
hoped-for pause in interest rate rises may still be some way off. The Federal Reserve, European Central Bank and Bank of England 
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all raised interest rates over the month. In fixed income markets, government bond yields moved higher (meaning prices fell). Asset 
allocation was positive for the month while stock selection ended the month in negative territory. 

In equities, we retained our neutral view, and from a regional perspective, we continue to prefer European equities relative to the 
US given better growth trends outside the US.  

Following the upgrade in our view on government bonds to positive last month, an overweight US government bonds position was 
added to the Fund. We believe that the Federal Reserve’s commitment to keeping interest rates high will continue to slow economic 
growth and inflation, which should benefit the asset class. 

Turning to currency, at the end of the month, the overweight Japanese yen versus US dollar position was closed. We had expected 
this position to hedge growth risk which we see as a key risk to the Fund as economic momentum shows signs of slowing. 
Furthermore, we anticipate that the US/Japan inflation differential should narrow this year given inflationary forces in Japan 
combined with the Bank of Japan relaxing yield curve control measures. However, the position did not play out as expected as the 
US dollar strengthened over the month on the back of stronger US economic data. 

Income Portfolio 

The Schroder Income Portfolio had a negative return for February but outperformed relative to its Investment Association (IA) peer 
group (IA Mixed Investment 20-60% Shares).  

UK, European and US Equity contributed to performance over February. A top contributor was the BlackRock Continental European 
Income fund with stocks in the industrials, financial services and healthcare sectors doing well. In the UK Equity asset class, the 
Schroder Income Maximiser had positive performance over the month. Strong returns came from companies in the communication 
service and financials service sectors. 

Emerging Market Equities detracted from performance, as did Global Corporate Bonds and the Alternatives allocation. Negative 
Emerging Market returns were driven by China where uncertainty about their recovery weighed on the outlook for global trade. The 
Jupiter Strategic Credit fund was down over February with the market anticipating higher rates for longer. This was after 
contributing positively to the Global Corporate Bond asset class in January. 

Investment objectives 

Schroder Blended Portfolios 

The funds aim to provide capital growth and income by investing in a diversified range of assets and markets worldwide with a 
target average annual volatility (a measure of how much each fund's returns may vary over a year) over a rolling five year period. 
This target volatility is fund specific and varies between 30% to 100%* of that of global stock markets (represented by the MSCI All 
Country World index), depending on the investment objective of each fund. 

The Funds are part of the SISCo Schroder Blended Portfolio range, which offers six funds with different expected combinations of 
investment risk and return. 

* Please refer to the Prospectus for the individual risk profile volatility target. 

Schroder Tactical Portfolios 

The funds aim to provide capital growth and income by investing in a diversified range of assets and markets worldwide with a 
target average annual volatility (a measure of how much each fund's returns may vary over a year) over a rolling five year period. 
This target volatility is fund specific and varies between 30% to 90%* of that of global stock markets (represented by the MSCI All 
Country World index), depending on the investment objective of each fund. 

The funds are part of the SISCo Schroder Tactical Portfolio range, which offers five funds with different expected combinations of 
investment risk and return. 

* Please refer to the Prospectus for the individual risk profile volatility target. 

Schroder Managed Defensive Fund 

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. 

Schroder Income Portfolio  

The Fund aims to provide an income of 3% to 5% per year and capital growth by investing in a diversified range of assets and 
markets worldwide with a target average annual volatility (a measure of how much the Fund's returns may vary over a year) over a 

rolling five year period of between 50% to 65% of that of global stock markets (represented by the MSCI All Country World index). 
This is not guaranteed and could change depending on market conditions. 
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What are the risks? 
 
Prior to making an investment decision, please consider the following risks: 
Capital risk: All capital invested is at risk. You may not get back some or all of your investment. Counterparty risk: The portfolios 
may have contractual agreements with counterparties. If a counterparty is unable to fulfil their obligations, the sum that they owe 
to the portfolios may be lost in part or in whole. Credit risk: A decline in the financial health of an issuer could cause the value of 
the instruments it issues, such as equities or bonds, to fall or become worthless. Currency risk: The portfolios may lose value as a 
result of movements in foreign exchange rates. Derivatives risk: A derivative may not perform as expected, and may create losses 
greater than the cost of the derivative. Derivatives risk – efficient portfolio management and investment purposes: Derivatives 
may be used to manage the portfolios efficiently. A derivative may not perform as expected, may create losses greater than the cost 
of the derivative and may result in losses to the portfolios. The portfolios may also materially invest in derivatives including using 
short selling and leverage techniques with the aim of making a return. When the value of an asset changes, the value of a derivative 
based on that asset may change to a much greater extent. This may result in greater losses than investing in the underlying asset. 
Equity risk: Equity prices fluctuate daily, based on many factors including general, economic, industry or company news. 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 rates may 
impact the valuation of certain holdings and disrupt liquidity in certain instruments. This may impact the investment performance 
of the portfolios. Interest rate risk: The portfolios may lose value as a direct result of interest rate changes. Investments in other 
collective investment schemes risk: The portfolios will invest mainly in other collective investment schemes. Leverage risk: The 
portfolios use derivatives for leverage, which makes them more sensitive to certain market or interest rate movements and may 
cause above-average volatility and risk of loss. Liquidity risk: In difficult market conditions, the portfolios may not be able to sell a 
security for full value or at all. Market risk: The value of investments can go up and down and an investor may not get back the 
amount initially invested. Money market & deposit risk: A failure of a deposit institution or an issuer of a money market 
instrument could have a negative impact on the performance of the portfolios. Negative yields risk: If interest rates are very low or 
negative, this may have a negative impact on the performance of the portfolios. Operational risk: 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. 
 

 
Important information 
This information is a marketing communication. For help in understanding any terms used, please visit address 
https://www.schroders.com/en/insights/invest-iq/investiq/education-hub/glossary/. 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. Subscriptions for fund units 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 are available 
in English and 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.  
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. 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. 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 
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 following products and services: the Schroder 
Blended Portfolios, the Schroder Tactical Portfolios, the Schroder Managed Defensive Fund, the Schroder Income Portfolio, the Schroder 
Active Portfolios, the Schroder Strategic Index Portfolios and the Schroder Sustainable Portfolios. The Schroder Blended Portfolios, the 
Schroder Tactical Portfolios, the Schroder Managed Defensive Fund and the Schroder Income Portfolio are provided by Schroder Unit Trusts 
Limited, 1 London Wall Place, London EC2Y 5AU. Registration No 4191730 England. Authorised and regulated by the Financial Conduct 
Authority. The Schroder Active Portfolios, the Schroder Strategic Index Portfolios and the Schroder Sustainable Portfolios are provided by 
Schroder & Co. Limited. Registered office at 1 London Wall Place, London EC2Y 5AU. Registered number 2280926 England. Authorised by the 
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This document is 
issued in March 2023 by Schroder Investment Management Limited, 1 London Wall Place, London EC2Y 5AU. Registration No. 1893220 
England. Authorised and regulated by the Financial Conduct Authority. UK005862. 

https://www.schroders.com/en/insights/invest-iq/investiq/education-hub/glossary/

