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Performance overview 

– Pacific ex-Japan equities fell in July, in sterling terms. 
New Zealand delivered the strongest performance on 
the index, followed by Australia.  

– China was the worst-performing market on the index, 
as slowing economic growth, ongoing Covid lockdown 
measures (as part of China’s zero-Covid policy) and 
regulatory issues weakened investor sentiment 
towards the country. 

– The fund produced a positive return for the month and 
comfortably beat the target benchmark, MSCI AC 
Pacific ex Japan, which declined.  

Drivers of fund performance 

– At the regional level, the underweighting of China 
produced a favourable effect. Stock selection in Taiwan 
and our Singapore overweight additionally enhanced 
performance. 

– Stock selection on a sector level was positive with 
communication services and information technology 
leading the way. The overweighting to information 
technology and underweighting to consumer 
discretionary also contributed to outperformance. 
 

Outlook/positioning  

–   Global markets have rallied strongly from their mid-
June lows as investors have started to price in a peak in 
inflationary pressures and an upcoming pivot in 
Federal Reserve policy.   

– A shift in sentiment has pushed towards stronger parts 
of the market with the best performance since mid-June 
in the US, particularly in sectors like Tech and consumer 
cyclicals that were previously hardest hit in the market 
drawdown, while energy and financial stocks have 
lagged recently. 

– The key drag on regional performance was renewed 
weakness in China’s markets, which retraced most of 
their June gains. Sentiment was hit during the month by 
further signs of distress in the local property 
development sector. 

– Another drag on Chinese markets remains the 
continued uncertainty over the fate of US listings for 
the key China ADRs, and these stocks corrected sharply 

again during the month. Chinese and US authorities 
continue to negotiate over a possible solution to the 
US SEC’s demands for improved oversight of audit 
procedures.  

– Although in many areas dividends have started to 
recover along with earnings, there is still uncertainty as 
to where near-term dividend payments will go, given 
the path of Covid-19 in China, ongoing economic 
uncertainties and downward earnings pressures. 
However, aggregate corporate balance sheets look 
relatively robust and company profitability has 
recovered from the pandemic lows, so dividend pay-
out ratios are not extended. In the medium-to-long 
term, dividends tend to follow earnings. 

– Given the uncertain outlook, we are maintaining a 
bottom-up investment approach and continuing to 
look for good companies where we can clearly see a 
strong income case and potential for capital growth. 

 

Calendar year performance (%) 

 Fund Target Comparator 

2021 6.5 -5.0 1.5 

2020 13.5 19.2 19.9 

2019 12.0 15.7 15.8 

2018 -4.7 -9.2 -9.8 

2017 18.1 25.1 25.3 

2016 30.0 28.2 25.9 

2015 -2.5 -4.4 -2.9 

2014 12.7 7.8 9.6 

2013 2.0 2.0 1.8 

2012 24.1 16.7 16.5 

 
Source: Schroders, net of fees, bid to bid, with net income 
reinvested. Z Acc share class, as at 31 December 2021. Target 
benchmark is MSCI AC Pacific ex-Japan, and the comparator is 
Investment Association Asia Pacific ex-Japan sector average return. 
The investment manager invests on a discretionary basis and is not 
limited to investing in accordance with the composition of this 
benchmark. 
 
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 
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back the amount originally invested.  
 
 
 
 

 
 
 
 
 

 

 

Risk considerations 

Capital erosion: As a result of fees being charged to 
capital, the distributable income of the fund may be 
higher, but there is the potential that performance or 
capital value may be eroded. 
Emerging markets and frontier risk: Emerging 
markets, and especially frontier markets, generally carry 
greater political, legal, counterparty, operational and 
liquidity risk than developed markets. 

Market risk: The value of investments can go up and 
down and an investor may not get back the amount 
initially invested. 
Counterparty risk: The fund may have contractual 
agreements with counterparties. If a counterparty is 
unable to fulfil their obligations, the sum that they owe 
to the fund may be lost in part or in whole. 

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 macroeconomic environment, investment 
objectives may become more difficult to achieve. 
IBOR: 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 
fund. 
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. 
Operational risk: Operational processes, including 
those related to the safekeeping of assets, may fail. This 
may result in losses to the fund. 
Currency risk: The fund may lose value as a result of 
movements in foreign exchange rates.  
Currency risk / hedged share class: The hedging of the 
share class may not be fully effective and residual 
currency exposure may remain. The cost associated with 
hedging may impact performance and potential gains 
may be more limited than for unhedged share classes. 
Derivatives risk – Derivatives may be used to manage 
the portfolio 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 fund. 
 

 
 
 

 
Important Information: For professional advisers only. This 
material is not suitable for retail clients. Past performance is 
not a guide to future performance and may not be repeated. 
The value of investments and the income from them may go 
down as well as up and investors may not get back the amount 
originally invested. Schroders has expressed its own views, and 
these may change. The data contained in this document has 
been sourced by Schroders and should be independently 
verified before further publication or use. Funds which invest in 
a smaller number of stocks can carry more risk than funds 
spread across a larger number of companies. As a result of the 
annual management fee of the fund being charged to capital, 
the distributable income of the fund may be higher but there is 
the potential that performance or capital value may be eroded. 
The fund holds investments denominated in currencies other 
than sterling, changes in exchange rates will cause the value of 
these investments, and the income from them, to rise or fall. 
Issued by Schroder Unit Trusts Limited, 1 London Wall Place, 
London, EC2Y 5AU. Registered in England No. 4191730. 
Authorised and regulated by the Financial Conduct Authority. 
 


