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Portfolio characteristics  Portfolio structure 

Fund manager John Armitage (Egerton) 

Managed fund since 25 November 2009 

Fund launch date 25 November 2009 

Fund benchmark* MSCI World TR Net (local currencies) 

Fund size $1,234 million 

Ongoing charge** 1.69% 

Performance fee 20% excess return above EONIA + 
1% subject to a High Water Mark 

Source: Schroders, as at 31 December 2020. 
*Please note the fund is benchmark unconstrained; index returns are 
provided for reporting purposes only. 
**The ongoing charges figure is as at 30 June 2020 and may vary from year 
to year for the C Acc EUR share class.  
 

 Gross/net exposure (%)  

Long equities 113.4 

Short equities -34.5 

Total gross exposure 147.9 

Total net exposure 78.9 

Options (delta-adjusted) 0.0 

Total gross exposure (delta-adjusted) 147.9 

Total net exposure (delta-adjusted) 78.9 

Number of positions*  

Long 56 

Short 77 
Source: Schroders as at 31 December 2020. Figures are on a delta-
adjusted basis.*Excluding index options and government bonds. 

Discrete monthly returns since inception (%) 

C accumulation shares (EUR) 

   Year* Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

2020 7.4 1.8 -4.4 -9.4 4.3 3.5 2.3 5.1 4.6 -1.1 -2.6 2.8 1.3 
2019 19.4 5.3 3.8 2.4 2.5 -3.1 3.4 1.3 1.2 -3.1 2.2 2.0 0.5 
2018 -6.0 5.0 -0.3 -0.5 0.0 1.7 -0.7 -0.8 0.6 0.3 -6.5 -0.1 -4.5 
2017 15.0 2.6 1.6 1.2 2.9 3.6 -1.0 3.0 1.5 -1.4 2.7 -0.9 -1.4 
2016 -3.7 -4.3 -2.5 1.8 -2.1 3.6 -3.6 2.7 0.4 0.8 -1.7 0.8 0.7 
2015 8.3 0.9 1.7 1.0 -1.2 2.8 -0.4 4.3 -2.4 -1.7 3.6 0.3 -0.8 
2014 3.4 -2.6 3.0 -2.1 -1.5 2.1 0.0 -1.0 2.1 0.0 1.3 2.0 0.3 
2013 23.3 2.5 2.9 2.8 0.5 3.3 0.1 2.6 -2.7 2.5 1.8 2.5 2.6 
2012 12.0 2.6 3.6 2.2 -0.0 -2.6 1.3 1.0 0.2 1.4 -0.6 2.3 0.2 
2011 -4.2 -2.0 2.0 -1.4 1.2 -0.2 -0.4 -0.2 -3.4 -1.8 3.5 -0.4 -1.1 
2010 14.4 -2.9 0.8 5.2 -0.0 -2.9 0.2 2.6 -0.7 4.7 3.2 -0.0 3.6 
2009 1.8 - - - - - - - - - - -1.1 2.9 

 

Source: Schroders as at 31December 2020. NAV to NAV, net of fees. Fund launch date: 25 November 2009. *Year-to-date performance is shown for 
years where monthly returns are not displayed for the full year. 
 
Past performance is not a reliable indicator of future results, prices of shares and the income from them may fall as well as 
rise and investors may not get the amount originally invested. 
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Cumulative returns to 31 December 2020 (%) 

C accumulation shares (EUR) 

 

 

 
3 months 1 year 3 years 

Since 
launch 

Schroder  
GAIA Egerton Equity 1.5 7.4 20.5 130.0 

MSCI World TR Net 
(local currencies) 12.4 13.5 33.8 206.1 

Source: Schroders as at 31 December 2020. NAV to NAV, net of 
fees. Fund launch date: 25 November 2009. 
 
Past performance is not a reliable indicator of future results, 
prices of shares and the income from them may fall as well as 
rise and investors may not get the amount originally invested. 
 

 

What happened in the market and portfolio 

Markets ended one of the most turbulent years in stock market history very strongly, almost in a melt-up, 
sparked off by the very positive vaccine announcements in early November, and hopes of more expansionary 
policies from the newly elected Biden Administration. This response was, of course, enabled by massive liquidity 
creation globally, but particularly in the US, with the promise of more to come should deflationary forces not be 
reversed. 

Stock markets were dominated by two trends in the period: strength in sectors seen as beneficiaries of higher 
growth, inflation and interest rates, while many of the poster child sectors and stocks of the tech revolution 
rallied dramatically, as did almost all IPOs. 

The fund had a very disappointing quarter, with its longs behind the index and its shorts rising dramatically. 

We look back on 2020 with a feeling of great regret. 

The fund’s longs outperformed the global index, but we missed the chance to earn the very strong returns that 
were on offer, and regard our stock selection here as very disappointing. 

This was partly because, as we wrote in previous letters, we entered the pandemic with large holdings in travel-
related/aerospace equities, and did not sell these immediately as they fell. 

However, our failure to capitalise on the opportunities in the broad technology space was more significant; we 
have been able, over the past few years, to grasp how profoundly almost all sectors of the stock market and 
economy are being transformed by technology, but we lacked the intellectual flexibility to see that longer-term 
prospects and very low interest rates would take valuations far higher than we could imagine, and so, while our 
positions in many tech winners (Amazon/Microsoft/Adobe/Tencent/Alibaba/Facebook/Google/Paypal etc.) 
generated good returns, we did not embrace enterprise software, global e-commerce and many other sectors as 
aggressively we should have done to perform as we would have liked. 

We were even more disappointed by the fund’s short performance. The fund’s shorts did well in the market 
downturn, but we stayed far too pessimistic for far too long. We made many mistakes of analysis (US companies 
have cut costs aggressively and the economy is recovering from its near-death experience), and we were slow to 
think through/grasp the concept that the combination of vaccines/pent-up demand and stimulus might lead to a 
period of above-trend growth, and that the market’s narrative would shift to this and away from a focus on the 
structural challenges facing many companies. We were also far too cynical about many stock market trends, and 
we certainly failed to grasp the point that, when money costs little, almost anything is cheap. 
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Stock highlights 

Microsoft Corporation (MSFT US) 

The fund added to its holding in Microsoft Corporation ("MSFT") during Q4. We view MSFT as a ‘growth staple’ 
capable of generating low and mid double-digit revenue and earnings growth respectively for a number of years, 
and find its valuation – PEs of 27x and 23x 2022 and 2023 earnings – attractive in the context of stock markets, 
given the durability of its growth, its high percentage of recurring revenues and its strong balance sheet. 

Satya Nadella, MSFT’s superb CEO, has reinvigorated the company, by investing heavily in its cloud service, Azure, 
and in the subscription version of Office, O365, which, in both cases, has involved the necessary cannibalisation 
of very high margin (90%+) license sales, for less, but still profitable, recurring revenues. The company is now 
highly aligned with current trends in IT and scores strongly on metrics such as its technology vision and trends in 
future wallet share. 

MSFT’s last two sets of results have been less stellar than before. Growth in commercial cloud has remained 
strong, but declines in the Office Commercial licensing business have accelerated, growth in Office 365 has 
slowed and revenues in Server & Tools and Windows OEM revenue turned negative, all likely reflecting higher 
SMB churn, free introductory O365 offers and very tough comps in Server & Tools due to the end of life of 
Windows Server 2008 and SQL 2008 in FY 2020. The company faces ‘tough comps‘ in the upcoming quarter but, 
beyond that, we see revenue and EBIT growth accelerating. 

More importantly, we see plenty of evidence that secular trends such as cloud adoption and digital 
transformation are accelerating while MSFT’s positioning for these trends is improving. We expect the IT 
spending environment to remain sluggish and enterprises to consolidate to fewer vendors. The company’s value 
proposition is very appealing in this environment. 

The pandemic has made cloud adoption a more urgent and broader scale priority for enterprises of all sizes. It 
has become clearer that the cloud is in fact a better location for critical workloads than on-prem, whether for 
reasons of resilience, security or cost. Enterprises need to make their services available to end-customers 
digitally, because of the trend to remote working, which results in strong growth in Azure usage. All this is 
accelerating plans to move Tier 1/legacy workloads (as opposed to new apps/programmes) to the cloud. The 
cloud has proved to be an effective place to run critical infrastructure as well as allowing customers to save 
money/benefit from scale economies/flexibility etc. 

Azure is now a $25-30bn revenue business, which has grown at c.50% over the last two quarters. It addresses a 
vast TAM, while cloud migration raises MSFT’s share of wallet, and we expect its revenues to grow by 29% per 
annum over the next five years. MSFT flagged material growth in the number of $10+ million Azure contracts, 
strong bookings growth driven by an increase in large long-term Azure deals, and higher GMs during its last 
earnings call, and the company’s strong growth in RPO/backlog support our view that any deceleration in growth 
will only be modest. Azure’s gross margin is already well over 50% (on our estimates), and we think that it can 
grow as capacity utilisation rises and premium services grow strongly. We believe that our Azure revenue growth 
estimates are conservative, and hope for upside, while margins of the Commercial Cloud business, in which 
Azure revenues are booked, could also be higher than our estimates of +50bp per annum. Group profits are 
highly leveraged to Azure revenue growth and if it is only a few percentage points higher (i.e. low 30’s rather than 
29%) than our assumptions, our 2025 EPS estimates would be 5-8% higher. 

Office 365 is central to enterprises’ digital transformation plans. MSFT continues to add features and products 
across its packages and is successfully upgrading customers to higher priced SKUs. Its integrated suite is 
particularly good value relative to the cost of assembling best of breed single point solutions to yield the same 
functionality: E3, MSFT’s basic enterprise Office offering, sells for $20/seat/month (list) versus the cost of a like-
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for-like set of apps of $50-60 per month, while the same comparison for E5 (the highest price SKU for enterprises) 
would be $35 versus close to $100. 

Office 365 ARPU growth should accelerate because increased interest in Teams and security is growing the 
uptake of E5, and this mix shift should be a powerful driver of revenue and profit. We estimate that ARPU per 
Office seat is currently below $10 and forecast $12 by 2025 and believe that strong adoption of E5 would drive 
these numbers higher. We estimate MSFT has c.270mn commercial Office subscribers so its earnings are very 
highly leveraged to ARPU – we estimate that every additional $1 would raise EPS by 3.5%. 

Teams is MSFT’s unified communication platform, which integrates messaging, video conferencing, meetings and 
collaboration into a single user interface. The product has had a tremendous uptick in usage with DAUs 
increasing from 32m in March to 115m in Sept. Teams is essentially ‘free’, but some of its voice and telephony 
features are only available on the higher priced Office SKUs and so are driving upgrades. 

The E5 version of Teams includes advanced features such as audio conferencing tools and a phone system. The 
audio conferencing facility can accommodate up to 250 people from a mobile device and is useful for users who 
have no access to the Teams app. The phone system is a Private Branch Exchange (PBX) which can replace an on-
premise system with features delivered from O365 that can be integrated within the business’ cloud without 
complicated and expensive on-prem equipment. 

Security is naturally a priority of institutions and is another key driver of MSFT’s IT wallet share gains. As with 
Teams, MSFT has integrated a suite of best-in-class products at a lower price than the cost of assembling such 
functionalities via standalone apps. 

Security products are usually taken as an add-on products to core services. As these core services (e.g. Office 
productivity tools and infrastructure software) move to the cloud, legacy tools are no longer fit for purpose, so 
MSFT has the opportunity to gain share and disrupt the industry by offering security products which work with 
the cloud. The company’s identity access management (IAM) tools have been a key driver of customers’ adoption 
of MSFT365 (a much broader and higher priced package than Office 365). Similar to IAM, MSFT has introduced a 
new Endpoint protection tool which is tightly integrated to Windows 10 at the operating system level. Advanced 
Threat Protection product is available in the E5 SKU or as a standalone SKU to add to lower tiers. Other additional 
products included in E5 are O365 Cloud App Security, O365 Advanced Compliance and Communication Data Loss 
Prevention. 

We think that MSFT’s position as a dominant enterprise software provider is better and more durable than before 
its transformation and that it has a long runway of growth ahead of it.  

 

StoneCo Ltd. (STNE US)  

The Fund recently added to its payments exposure through an investment in the Brazilian company, StoneCo Ltd. 
("Stone").   

We see much potential inherent in a market that has embraced digitalisation, but which remains under-
developed. Stone is a digital-first and disruptive player that has already made a name for itself taking on a rather 
cosy oligopoly; and we feel that its banking and credit offers represent very attractive growth opportunities.  

Brazil is a poorly managed economy, which has typically only grown modestly in real terms. However, the 
penetration of non-cash payments is relatively low, at around 40% of personal consumption expenditures (PCE) – 
less than half that of developed markets (which are themselves still growing strongly) – and so they will continue 
to grow at mid/high teens rates for many years. Moreover, its strong, but oligopolistic, banks charge wide 
spreads and high fees and, for the most part, under-serve smaller individuals and retailers, with the result that 
they are open to disruptive new entrants which can also exploit the under-banked nature of the economy. 
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Stone has invested in and partnered heavily with local software providers, and already has 283,000 of its clients 
as software subscribers (before its pending acquisition of Linx is completed). The firm has significant scope to 
grow its current 7% share of the smaller merchant ERP-type software market.   

Stone started its merchant acquiring business in 2016, targeting smaller cities, where the incumbents were less 
active, with a service model which emphasised transparent pricing and rapid personal service, all managed 
locally from so-called Stone Hubs. Its local engineers ride motorcycles, and aim to be on site in hours, not days; 
while its modern technology stack is engineered for preventative maintenance, via AI-driven data analysis, so 
that its merchants are often alerted to evolving problems before they are aware of them.     

Stone has, in the short space of four years, captured 12% of the market or more than 0.5m active acquiring 
clients, and it is still growing very strongly in this core business – total payment volumes grew 48% in Q3 and by 
52% in September.  Most of Stone’s Hubs ran well below their capacity for much of 2020, and the company plans 
to grow its salesforce by 60% in 2021, and believes that it can more than double its client base over the next year.  
We think that this is easily possible – and note that until recently it did not offer the full suite of hardware, 
processing, working capital financing and software that has become so attractive to many merchants.   

Stone has a vast opportunity in its banking and credit business, where its penetration is only nascent.  It has 
357,000 digital banking accounts (via its new ‘ABC’ platform), up from 18,000 in Q3 2019, and transactions have 
grown 16x in the last two quarters.  Clients upsold into full acquiring, banking and credit solutions are now 
delivering take rates more than double those of acquiring-only customers, while the platform is built to open-API 
standards, allowing the white-labelling of Stone services to partners under a Fintech as a Service model (similar 
to that of Stripe).  The firm already has a R$1bn credit portfolio – which grew >120% last quarter – which, with the 
right, largely off balance-sheet, funding, could easily grow 3-4x in 2021.  The experience of firms like Square has 
shown that the provision of merchant financing, backed by receivables and payment flows, and underwritten by 
strong customer data, can be both low risk and profitable and a huge driver of the overall ‘flywheel’ of customer 
acquisition and retention.   

The company sizes the banking and credit opportunity at R$90bn – more than 4x the acquiring market – and its 
share of this today is minimal. SMB lending earns net spreads of 2.5% monthly, and so these estimates may be 
conservative. 

Finally, we have long believed that acquirers with integrated and valuable software assets generate stronger 
growth and experience much lower churn. Stone has emphasised so-called “integrated” payments and ERP-type 
solutions, with embedded payments capabilities, since it launched. The company already works closely with 
(often with minority stakes in) software companies offering services ranging from ERP, accounting, food delivery, 
appointments and CRM. The acquisition of Linx, a leading enterprise software company serving >70,000 medium 
and large retail clients, across 11 key verticals, opens a new door to the company, as it evolves to become a “one 
stop shop” for commerce in Brazil. 

Stone’s shares trade on high near-term multiples, and we estimate the 2022 PE ratio, pro-forma for Linx, to be 
45x. This is in the same ball-park as other digital payment “winners” such as PayPal, a premium to the payment 
networks (more mid-30s multiples), but lower than some of the very high numbers for firms like Square and 
Adyen. The opportunity, however, is remarkable and our estimates are on the cautious side. Our estimates even 
so are that revenues and earnings grow by 43%/44% and 57%/46% in 2022/23 with an extended period of super-
normal growth. 

T-Mobile US, Inc.’s (TMUS) 

T-Mobile US, Inc.’s ("TMUS") 2020 merger with Sprint Corporation (“Sprint”) was transformational. The company 
now controls c.45% of low/mid-band spectrum (which is crucial for 5G) but has only 29% of industry subscribers. 
We expect this gap to narrow over time, via market share gains, while the deal will also generate significant 
merger synergies; TMUS should, consequently, achieve substantial profits and free cash flow growth over the 
next 3-4 years. 
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TMUS has, hitherto, had an inferior network to its peers, and achieved its subscriber growth via very effective 
marketing and lower prices, encapsulated in its ‘un-carrier’ approach. 

In the 5G era, however, it will have a much better network than its peers – as well as lower prices – because it has 
more of the critical mid-band (2.5GHz) spectrum than AT&T Inc. (“T”) and Verizon Communications Inc. (“VZ”) 
combined. 

The value of this advantage is reflected in the very aggressive C-Band auction currently underway, in which all 
three companies have likely spent heavily; T and VZ to supplement their holdings of the key enabling asset for 
the new 5G era, and TMUS to reinforce its advantage and force its peers to leverage up, so they will be less likely 
to compete on price. The proceeds from this auction have already reached $81bn (and will entail further 
substantial spending to ready it for use). 

Thus, TMUS is targeting the rollout of its 2.5GHz spectrum across 100mn and 200mn POPs by the end of 2020 
and 2021 respectively; this will allow it to offer average speeds of 300Mbps (peak speeds >1Gbps) to subscribers 
(using only 60MHz of the total 160MHz it owns). Its coverage/offer will be far superior to the competition: T’s 
standard 5G speeds are 40-60Mbps (i.e. barely faster than 4G LTE); VZ’s 5G ultra-wideband network will offer 
faster speeds (in theory up to multi-Gbps) but currently covers only 2mn POPs, and is difficult to scale because 
the mmWave spectrum, on which it relies, propagates only over very short distances and is subject to 
interference (e.g. by foliage). 

It is unlikely that the C-band auction will allow T/VZ to rectify their considerable spectrum lag relative to TMUS: 
280MHz is being sold, and VZ requires c.190MHz and T c.150MHz to match TMUS. And the spectrum will take 
considerable time to clear and be deployed (120MHz clears in December 2021 and 160MHz in December 2023). It 
is also worth noting C-Band is not nearly as good as TMUS’ 2.5GHz – it has weaker propagation characteristics, 
thus requiring a much denser network grid which is more costly. 

We forecast TMUS to grow its market share of subs by only 100bps per annum 2021-2024, i.e. in line with its prior 
rates, despite having a better network and cheaper pricing than T/VZ. The key risk to this is stronger competition 
from Dish Network Corp (“Dish”), who must build out a 5G network as part of the TMUS/Sprint merger conditions. 
However, it will take time for it to truly be a viable competitor (it targets 50% US POP coverage by 2023), and T/VZ 
likely have more to lose from a new competitor given their higher prices. 

The company has guided to $6.7bn of cost synergies over the next 3-4 years. These have so far come in faster 
than expected, and we feel that TMUS may exceed its guidance (it beat its targets for the MetroPCS acquisition by 
40% and achieved them 1 year early). Network costs represent 63% of expected synergies, and these are cost 
savings from the decommissioning of cell sites, as the company moves from 110K today to 85K over the next few 
years. Back office and sales and marketing cost saves will yield the rest. 

We estimate that costs/sub will drop from their current c.$26 to c.$19 by 2024 (broadly in-line with VZ) helping 
drive service margins from 40% to 56%, in-line with T but still well below VZ’s 66% (reflecting TMUS’ lower prices). 

The combination of modest 3-4% per annum revenue growth, high cost take-out, and declining capital intensity 
should drive normalised FCF/share to c.$16 in 2024 implying a multiple of c.9x. We feel this is attractive given 
TMUS’s spectrum advantages and its position as the lowest price, i.e. most competitive, service provider.  
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Outlook and strategy 

Markets have begun the year in a reasonably euphoric mode, led by cyclical and momentum/hyper-growth 
software/ecommerce/alternative energy etc stocks, to all of which the Fund has only minimal exposure, and 
powered by the same factors that drove them in Q4: 

 strengthening US and Asian economies; 

 compounded by very low interest rates and unconventional monetary policy; 

 with the benefits of pent-up demand, after the roll-out of vaccines into the economy, and a Biden-led 
stimulus package still to come; and 

 heavy retail participation powering some sectors and stocks, via ETFs and online platforms.  

We still find this a difficult environment in which to navigate. 

We see the arguments that global economies can strengthen and boom in some sectors, although broader 
Europe will lag and, in fact, the pandemic is currently far more virulent than might have been expected. We feel 
that the strongest areas are likely to be consumer-related (travel/luxury etc.) and technology-driven, but are 
more hesitant about sectors whose end-customers have suffered balance-sheet damage. 

We are unclear whether this translates into a prolonged boom, beyond the recovery, of a type which restores 
pricing power and therefore revenue growth to the companies and sectors which have lacked it for the last 
decade; in other words, will the recovery insulate the average business technology-driven disruption? 

The macro backdrop is obviously a very positive one, although, clearly some or a lot of this has been discounted 
by the markets’ recovery from their lows. 

We are also uneasy that there is so much evidence of a bubble in the financial environment, and that, once the 
underpinnings of liquidity are removed or lessened, this will unwind – do bubbles ever deflate gently? The 
contrast with 1999-2000, of course is that technology is changing the world faster than it ever has, and that many 
of today’s very highly valued stock market darlings are real, strongly financed businesses whose importance is 
profound, and whose ultimate potential near-term (4/5 year) forecasts may not capture. 

The fund’s long portfolio has changed a little in the last quarter. 

It holds large positions in some of the mega-cap tech stocks which seem to us like ‘growth staples’ – e.g. 
Microsoft/Facebook/Google/Netflix/Amazon; we feel that these businesses have all the characteristics one could 
want today and their valuations seem relatively sober rather than euphoric. The Fund’s cyclical exposure is 
expressed via positions in semiconductors – via TSMC, Samsung and Analog Devices – and the North American 
rails, and small positions in aggregates. We feel that pent-up demand is strongest and most obvious in travel-
related areas and the Fund holds Ryanair, Airbus, Safran, Visa and MasterCard, and other re-opening plays in 
retail. We have not bought substantial positions in plays on higher interest rates, and, in fact, the Fund’s large 
homebuilder positions would suffer should interest rates spike up aggressively (although they would likely do 
well should rates rise gradually in a strengthening economy). 

It is always tempting, after a poor year, to chase performance, but in a highly-valued market driven by both 
liquidity and improving earnings, we feel it is important to invest in what we feel will stand the test of time and 
stick to names with which we are comfortable, or at least, adjust the portfolio proactively, should this be 
necessary, rather than scrambling to change because of our recent misjudgments. 

 

  



 

 Schroder GAIA Egerton Equity  
Fourth Quarter 2020 8 

 

Risk Considerations 

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.  

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

Derivatives risk – efficient portfolio management and investment purposes: 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. The fund 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. 

Emerging and frontier markets & high yield bond risk: Emerging markets, and especially frontier markets, 
generally carry greater political and legal risks than developed markets. Emerging markets and high yield bonds 
(normally lower rated or unrated) carry greater counterparty, credit, operational and liquidity risk.  

Higher volatility risk: The price of this fund may be volatile as it may take higher risks in search of higher rewards. 

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 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.  

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. 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. 

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. 
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Performance attribution as at 31 December 2020* 

Summary performance attribution Quarter (%) Year to date (%) 

Long equity 10.0 15.8 

Short equity -10.4 -9.6 

Corporate bonds 0.0 0.0 

Index options 0.0 0.0 

Currency 2.2 4.9 

Other 0.3 -0.5 

Total 2.1 10.7 
 

Top 5 contributors Type Country Sector Quarter (%) 

Airbus Long France Industrials 1.7 

Ryanair Long Ireland Industrials 1.1 

Taiwan Semiconductor Long Taiwan Information Technology 1.0 

Safran Long France Industrials 0.8 

T-Mobile Long United States Communication Services 0.8 
     

Bottom 5 contributors  Type Country Sector Quarter (%) 

Alibaba Long China Consumer Discretionary -1.2 

Undisclosed Short United States Industrials -0.7 

DR Horton Long United States Consumer Discretionary -0.5 

Undisclosed Short Netherlands Real Estate -0.4 

Undisclosed Short United States Other -0.3 
 

Region  Quarter (%) Year to date (%) 

Americas -2.9 4.0 

Europe/Middle East/Africa 3.6 -1.9 

Asia/Far East -1.1 4.2 

Other (including FX Hedging, Options) 2.5 4.5 

Total 2.1 10.7 
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Sector  Quarter (%) Year to date (%)  

Communication Services 3.0 9.1 

Consumer Discretionary -0.4 2.8 

Consumer Staples 0.3 1.6 

Energy -0.9 0.0 

Financials 0.1 -1.6 

Healthcare -0.4 -0.4 

Industrials 1.6 -6.0 

Information Technology 0.6 6.7 

Materials 0.6 1.1 

Real Estate -0.7 -0.2 

Telecommunication Services 0.0 0.0 

Utilities -0.8 -0.6 

Other (including FX Hedging, Options) -0.8 -1.8 

TOTAL 2.1 10.7 
 
Source: Schroders.  Analysis expressed on a gross of fees basis using a total return methodology. The impact of any currency 
movement at security level is reflected within each of the relevant strategies. All data is rounded to one decimal place; as such, 
any small discrepancies can be attributed to this. 
 
Past performance is not a reliable indicator of future results, prices of shares and the income from them may fall as well as rise 
and investors may not get the amount originally invested. 
 

Portfolio positioning as at 31 December 2020 (%) 

Top 10 long positions 

Holding Sector Weight (%) 
1 Charter Communication Services 5.0% 

2 Alphabet Communication Services 5.0% 

3 Canadian Pacific Railway Industrials 4.8% 

4 Microsoft Information Technology 4.8% 

5 Taiwan Semiconductor Information Technology 4.8% 

6 T-Mobile Communication Services 4.4% 

7 Ryanair Industrials 4.3% 

8 Facebook Communication Services 4.1% 

9 Visa Information Technology 3.8% 

10 Airbus Industrials 3.8% 
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Top 5 short positions 
 

 Country allocation 

Sector Country Weight 

1 Industrials US -2.4% 

2 Consumer Staples JP -1.1% 

3 Other US -1.1% 

4 Health Care US -1.0% 

5 Other US -1.0% 
 

 
Country Net Weight 

United States of America 47.0% 

France 9.9% 

Taiwan 4.8% 

Germany 4.7% 

Canada 4.6% 

United Kingdom 4.5% 

Ireland 4.3% 

China 3.6% 

Russia 1.1% 

South Africa -0.2% 

Poland -0.5% 

Australia -0.5% 

Korea -0.5% 

Sweden -0.6% 

Netherlands -0.7% 

Spain -0.9% 

Japan -1.5% 

Total 78.9% 
 

Source: Schroders. 
 

 

 
Sector allocation 
 

 

Sector Net Weight 

Communication Services 28.5% 

Consumer Discretionary 20.8% 

Information Technology 18.6% 

Industrials 11.1% 

Materials 4.6% 

Financials 1.8% 

Consumer Staples 0.4% 

Health Care 0.2% 

Real Estate -0.7% 

Energy -1.5% 

Others -2.1% 

Utilities -2.7% 

Total 78.9% 
Source: Schroders. Analysis based on market exposure as a percentage 
of total fund size excluding currency forward contracts. 

 

   
Important Information: 
This document does not constitute an offer to anyone, or a solicitation by anyone, to subscribe for shares of Schroder GAIA (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), copied 
o which can be obtained, free of charge, from Schroder Investment Management (Europe) S.A. 
An investment in the Company entails risks, which are fully described in the prospectus. 
Past performance is not a reliable indicator of future results, prices of shares and the income from them may fall as well as rise 
and investors may not get the amount originally invested. 
Egerton has expressed its own views and opinions in this document and these may change. 
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. 
This document is issued by Schroder Investment Management (Europe) S.A., 5, rue Höhenhof, L-1736 Senningerberg, 
Luxembourg. Registered No. B 37.799. 
For your security, communication may be taped or monitored. 
 

The fund is currently closed for new subscriptions; however, to the extent that capacity becomes available new 
subscriptions will be considered. To the extent you wish to subscribe in the fund, when there is available capacity, please 
contact  Schroder Investment Management (Europe) S.A. who can explain the process and your name can be added to 
a waiting list which will be considered on a “first come first served” basis.  
 

Third Party Data Disclaimer: Third party data is owned or licensed by the data provider and may not be reproduced or 
extracted and used for any other purpose without the data provider's consent. Third party data is provided without any 
warranties of any kind. The data provider and issuer of the document shall have no liability in connection with the third party 
data. The Prospectus and/or www.schroders.com contains additional disclaimers which apply to the third party data. 

http://www.schroders.com/en/privacy-policy

