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SchrodersƬ capabilities in China Fixed Income 



Why Schroders for China fixed income
Our value proposition
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Source: Schroders, as at 30 September 2020. 1Please note that dates of opening the office does not necessarily coincide  with dates the investment function started to ope rat e. Placement of labels are 
approximate to the actual location and intended for illustrative purposes only. 2A joint venture fund management company with Axis Asset Management Company. 3The Wholly Foreign -owned Enterprise 
(WFOE) was set up in 2016 and the private fund management (PFM) registration was awarded in December 2017

Expertise across rates, currencies and credit
  Capabilities in all spectrums of Asian fixed income incorporating top -

down and bottom -up analysis

Commitment to China
  Long investment history in China

  Established Shanghai investment presence in both macro and credit

Significant AUM in Asian/China fixed income
 Managing USD 12.4 billion in standalone Asian fixed income strategies
 With over USD 581 million in dedicated China fixed income strategies

Autonomous investment teams
  Portfolio managers work in close collaboration with global fixed income 

team but have full discretion in making investment decisions

Long and successful track record
  Started managing Asian fixed income mandates since 1998 and first 

dedicated Asian credit strategy launched in 2006
  Successfully navigated through expansionary and crisis markets 

Schroders Asian Fixed Income offices 1

Mumbai²
ₐ Joint venture

Jakarta
ₐ 2 portfolio managers

Shanghai³
ₐ 2 portfolio managers
ₐ 1 credit analyst

Hong Kong SAR
ₐ 2 portfolio managers
ₐ 1 FI analyst

Singapore
ₐ 3 portfolio managers
ₐ 3 credit analysts
ₐ 1 FI analyst
ₐ 1 Macro strategist
ₐ 2 traders
ₐ 1 risk manager

Taipei
ₐ 1 portfolio manager



An early investor in China fixed income
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Note: Countries in parenthesis indicate domicile of fund platform. 
Source: Schroders, December 2019. For illustrative purposes only. 
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More than 20 years of experience investing in the China fixed income market



Angeline Hui
Product Manager (SG)

(14 years)

Chris Wong
Product Manager (SG)

(8 years)

Lead PM supported by a large & experienced team
Asian fixed income team strongly integrated into the global fixed income platform

Source: Schroders, as at November 2020. The number in brackets Ʉ( )Ʌ show total years of experience. 1Functional reporting lines into Julia Ho. 2Wholly Foreign -Owned Enterprise (WFOE) based in Shanghai. ³As 
of 2 November 2020. ɹIncludes Municipals, securitised and convertibles. 5These functions have separate reporting lines. 6These individuals are key contacts and are supported by members in their respective 
teams. HK: Hong Kong; JK: Jakarta; SH: Shanghai; SG: Singapore; TP: Taipei

Specialist Analyst Teams
(no. analysts) 

Specialist Portfolio Mgmt. 
Teams (no. portfolio managers) 

European Credit
13

North
American Credit

14

Australian 
and EMD

14

Quant Strategy 
and economy

17

Portfolio specific
9

DM Rates
21

DM Credit
23

EMD
15

Extended sectorsɹ
14

Global Fixed Income Group³

Product Specialists
(no. specialists) 

Multi sector, EMD, credit and securitised
37

Analytics 5, Compliance 5 and Risk 5Dealing 5

Teo Nguan Seng 6

Head of Portfolio 
Compliance (SG)

+ 4 team members

Phoebe Li 6

Fixed Income Investment 
Risk Manager (SG)

Willy Lee
Fixed Income and FX 

Trading Asia (SG)
(26 years)

Kell Ow
Fixed Income and FX 

Trading Asia (SG)
(17 years)

Cho Eing Tay
FI Analytics Manager (SG)

(21 years)

Asian Multi Sector

Julia Ho
Head of Asian Macro (SG)

(33 years)

Portfolio Mgmt. 
assistants
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Product specialists

Roy Diao
Head of Asian Fixed Income (SG) | (34 years)

Angus Hui
Head of Asian and EM Credit (HK)

(23 years)

Asian and EM Credit

David Cheng
Investment Director 

(SG)
(21 years)

Asia ex -Japan credit researchPortfolio 
managementPortfolio management

Soufat Hartawan 1

Indonesian Bonds (JK) 
(26 years)

Raymond Chia
Head of Credit Research, Asia ex Japan (SG)

(18 years)

Chow Yang Ang
Asian Rates and FX (SG)

(21 years)

Hendra Yudhana 1

Indonesian Bonds (JK) 
(13 years)

Kun Shan 1

China Multi Sector - WFOE2 (SH)
(14 years)

Jeannette Leong
Onshore China PM 
and Credit Analyst ɀ

WFOE2 (SH) (14 years)

Peng Fong Ng
Asian and EM Credit 

(SG) (15 years)

Marcus Wong
Credit Analyst (SG)

(13 years)

Edward Young
Asian and EM Credit 

(HK) (11 years)

Poh Xiong Wei
Credit analyst (SG)

(15 years)

Sophia Zhang
Asian Rates and FX analyst (SG)

(7 years)

Jessica Luo
Credit Analyst ɀ

WFOE2 (SH) (11 years)

Vikram Mathur
Asian Macro Rates and FX strategist 

(SG) (6 years)

Goh Teck Hock
Fixed Income and FX 

Trading Asia (SG)
(16 years)
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Yashna Chugani
Product Executive (SG)

(1 year)
Byron Chen

Taiwan Bonds (TP) 
(14 years)

Sustainability
21

Hong Quan Long
Quant Analyst (HK) 

(4 years)

Yi Ming Oh
Credit Analyst (SG)

(7 years)



Screening: Process to narrow investment universe

Team: Dedicated macro portfolio managers in the Team

Local resource: On-the -ground information from team in Shanghai

Long -term view: Anticipatory and exact in what we invest

ESG framework: Part of our credit research process that places 
emphasis on E, S, G issues

Coverage: By experienced credit portfolio managers and analyst

Research framework: Rely on SchroderɅs fundamental process

SchroderƬs competitive advantage in China fixed income
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Considerations and challenges

How do we address challenges in the market and convert them to alpha opportunities

Source: Schroders, IMF. *Based on IMF projections as at September 2020. 

Solutions and opportunities

Market Size : Large onshore market

Macro environment: 2nd largest economy in the world*

Opacity: Lack of transparency in regulatory or policy changes

Liquidity: Relatively limited turnover and patchy pricing of credit 
bonds

Governance: Greater prevalence with local issuers

Sector: Complexity of issuers exist even within the same sector

Credit quality: Local ratings donɅt reflect credit differentiation



A wide range of strategies focused on Chinese fixed income 
Key characteristics of strategies across Schroders fund range
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Available for international investors Available for domestic Chinese investors

Strategy Schroder China Fixed Income Schroder ISF China Local Currency 
Bond Fund

Schroder ISF All China Credit 
Income WFOEChina Macro Bond WFOEChina Credit Bond

Investment 
Universe

Mainly onshore China government 
and 
quasi -government bonds

Onshore China government,
quasi -government and 
corporate bonds

Mainly Onshore and offshore 
Greater China* Corporate bonds (in 
USD, CNY and CNH)

Onshore China Rates
(CGBs,LGBs, policy bank 
bonds, credit bonds)

Onshore China Credit 
(Credit bonds, Private placement 
bonds, CB/EBs, ABS)

Benchmark Markit iBoxx ALBI China Onshore 
Government Index

Markit iBoxx ALBI China Onshore
Index

No benchmark 
(Unconstrained China income 
strategy)

ChinaBond CITIC Securities 
Government and Local Government 
Select Bond Index

ChinaBond CITIC Securities 
1-3 years AAA Credit Bond Index

Exposure to 
onshore China 
fixed income

Up to 100% Up to 100% Up to 50% 100% 100%

Credit quality Investment grade only Investment grade biased
High yield: Max 30%

Investment grade biased
High yield: Max 50%

Investment grade (Onshore China 
rating)

Investment grade (Onshore China 
rating)

Duration limit Benchmark ± 2 years Benchmark ± 2 years Max 10 years Benchmark ± 2 years Benchmark ± 2 years

Country limit Non -China: Max 30% in aggregate Non -China: Max. 20% in each 
country and max 33% in aggregate

Greater China*: Min 67%
Other countries: Max 33% Non -China: 0% Countries except China, Macau and 

Hong Kong): Max. 20% per country

Currency limit Non -RMB: Max 30% in aggregate Non -RMB: Max 33% in aggregate Base currency: USD
Non -USD: Max 30% 100% CNY 100% CNY

Issuer
concentration

Corporate bonds: Max 30%
Local government financing vehicles: 
Max 10%
Convertible bonds: No exposure

Corporate bonds: Max 40%
Local government financing vehicles: 
Max 20%
Convertible bonds: Max 10%

ABS/MBS: Max 20%
Convertible bonds: Max 20%
Money market and negotiable CD: 
Max 30%

ABS/MBS: Max. 5%
Supranationals : Max. 30%
Local government financing 
vehicles): Max. 20%
Convertible bonds: Max. 10%
Money market instruments: Max. 
10%
Contingent convertible bonds 
(Cocos): Max. 5%

ABS: Max 30% in aggregate
Convertibles: Max. 20%
Contingent convertible bonds 
(Cocos): Max. 5%

Inception date 8 December 2014 7 November 2012 1 12 November 2019 29 March 2019 
(First investment date 5 June 2019)

29 March 2019 
(First investment date 5 June 2019)

*Greater China means mainland China, Hong Kong SAR and Taiwan 1The fund changed investment strategy from an China offshore investment grade fund to a China onshore bond fund, effective 1 J une 2017. 
The fund was renamed Schroder ISF China Local Currency Bond Fund from Schroder ISF RMB Fixed Income Fund effective 1 July 201 9. This is not a complete set of investment guidelines and rules. Please note 
that such limits may be deviated from and are subject to change without notice. The information on this page is for illustrat ive purposes only and should not be viewed as a recommendation to buy/sell. 
Source: Schroders.



Onshore China fixed income strategy

Investment philosophy and process



Markets are generally efficient but there are misvaluations which can be exploited through fundamental economic and company 
research
- Opacity of pricing for off -benchmark bonds and the fact that it is dominated by local banks present opportunities. Inconsistent 

liquidity for onshore corporate bonds create pricing inefficiencies that can also be taken advantage of. 

We target investment returns using a medium -term horizon which requires a disciplined diversification of investment strategies to 
manage risk
- Diversification grows through access to more onshore derivatives, a wider universe of bond sectors, like corporates, securiti sed

bonds and municipals

Multiple views and debates improve the quality of investment decisions. Our team -based investment process relies on team 
members specializing by asset class, market and sectors
-SchroderɅs China offshore-onshore team framework allows us to utilise on -the -ground local knowledge/expertise supplemented 

by a regional/global perspective

Investment philosophy
Team-based fundamental approach that emphasizes diversification and risk management
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Source: Schroder, 2020.



Investment process overview
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Combines macro economic analysis with sector and security selection

Source: Schroders, 2020.

Issuer selection

Instrument selection

Portfolio

Global outlook

China outlook

Research

Duration and yield curve

Credit allocation
and sector selection

Portfolio strategy Portfolio construction Risk ManagementResearch



Risk management, control and compliance overview
Combining risk processes and tools for a complete picture
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Source: Schroders , September 2020. ɈBMɉ refers to benchmark. The information on this page is for illustrative purposes only and should not be viewed as a recommendation to buy/sell.

Investment parameters 

Investment g uidelines

Portfolio strategy

BRS Aladdin, 
Proprietary research/tools

Construction and monitoring

Allocation by:
ₐ Duration (rate  and spread)
ₐ Yield curve
ₐ Country exposure
ₐ Currency allocation
ₐ MV percentage allocation

Risk management

BRS Aladdin

Independent risk analysis

ₐ Detailed post trade tracking error 
analysis 

ₐ Tracking error contribution by:
ₐ Key Rate Duration
ₐ Currency
ₐ Sector Security

ₐ Other:
ₐ Counterparty risk

Portfolio Compliance 

BRS Aladdin

Execution and compliance

ₐ Pre and post trade compliance
ₐ Counterparty management
ₐ Trade execution system
ₐ Ongoing portfolio compliance

ₐ Average portfolio duration: 
Benchmark +/ - 2 years

ₐ CNY denominated fixed income: 
70% min.

ₐ Non -China: 33% max. in 
aggregate (max. 20% per non -
China country)

ₐ Non -CNY & CNH currencies: 33% 
max. in aggregate

ₐ Corporate bonds in aggregate: 
40% max.

ₐ High yield bonds: Max. 30% in 
aggregate

ₐ Convertible bonds in 
aggregate: max. 10%

Investment Team Investment Team Embedded Risk Team Independent Risk & Compliance 
Team

Execution of strategy Independent oversight



Performance and positioning 

Schroder ISF China Local Currency Bond Fund



Schroder ISF* China Local Currency Bond
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Performance as at 31 October 2020

Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from t hem may g down as well as up and investors may not get back the 
amounts originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall. 
*Schroder International Selection Fund is referred to as Schroder ISF. The Fund was renamed Schroder ISF China Local Currency Bond Fund from Schroder ISF RMB Fixed Income Fund effective 1 July 201 9. The 
Fund changed investment strategy from an China offshore investment grade fund to a China onshore bond fund, effective 1 June 2017. The fund is not managed with reference to a benchmark but its 
performance may be measured against one or more. 
Source: Schroders, as at 31 October 2020. Performance is shown for the Schroder ISF China Local Currency Bond I Accumulation CNH share class. Share class performance calculated NAV to NAV (Bid to Bid),
adjusted for dividends, net of ongoing charges . Periods of less than 1 year are not annualised . 1This is not a complete set of fund rules and represents the typical internal, non -mandatory limits under which the
fund is managed . Please note that such limits may be deviated from and are subject to change without notice . Targets are performance -dependent and there are no guarantees that objectives will be achieved .
The information on this page is for illustrative purposes only and should not be viewed as a recommendation to buy/sell .

Share class performance vs. iBoxx ALBI China Onshore Index (in %)
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3 months YTD 2020 1 year 3 years (p.a.)

Schroder ISF China Local Currency Bond (I Acc CNH, net) iBoxx ALBI China Onshore Index

3 years ending 31 October 2020
Statistics Fund

Rate of return % (annualised) 4.9

Excess return % (annualised) -0.1

Tracking error % 0.9

Information ratio -0.1

Fund AUM (USD) 245.3m

ɀ Duration limit: benchmark neutral +/ - 2 years
ɀ Rating limit: high yield bonds max 30% aggregate
ɀ Issuer concentration limit: 
ɀ Urban Investment Bonds ('LGFVs'): max. 20% in aggregate
ɀ Corporate  bond: max. 40% aggregate
ɀ Convertible bond: max. 10% aggregate

ɀ Country limit: 
ɀ Non -China countries: max. 20% per country; max. 33% in aggregate 

ɀ Currency limit: 
ɀ Non -RMB currency: max. 5% per currency; max. 33% in aggregate

Guidelines 1

The fund aims to provide capital growth and income by investing in bonds denominated in onshore 
RMB (CNY).

Investment objective



Schroder ISF* China Local Currency Bond
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Positioning as at 31 October 2020

Source: Schroders, BRS Explore, as at 31 October  2020. *The Fund changed investment strategy from an China offshore investment grade fund to a China onshore bond fund, effective 1 June 2017 and from 1 
June 2017 onwards, the benchmark is the Markit iBoxx ALBI China Onshore Index following the restructuring of the Fund. The Fu nd was renamed Schroder ISF China Local Currency Bond Fund from Schroder 
ISF RMB Fixed Income Fund effective 1 July 2019. The portfolio positioning illustrated on this slide may differ from that shown in other official publications (e.g. factsheet s) due to different classification of 
certain instruments such as derivatives. Fund refers to Schroder ISF China Local Currency Bond Fund; Benchmark refers to iBoxx Asian Local Bond China Onshore Index . CTD refers to Contribution to Duration 
in years. The information on this page is for illustrative purposes only and should not be viewed as a recommendation to buy/ sell.

Fund characteristics Duration breakdown (MV %) Ratings breakdown (MV %) 

Fund Benchmark

Avg yield to maturity (p.a.) 3.3 % 3.3 %

Avg effective duration 6.4 yrs 5.6 yrs

Avg credit rating A+ A+

Total number of holdings 87 312

Onshore and offshore allocation (CTD years) Sector allocation (MV %) 
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Illustration: Aladdin tools enable detailed analysis on key risk factors

Risk budgeting and portfolio sizing
How we allocate according to the expected alpha sources and risk budget

Source: Schroders, Aladdin. For illustrative purposes only
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Alpha source
Expected excess 

return range 
(bps p.a.) *

Expected ex -ante 
tracking error 

(bps p.a.)

Interest rat e strategies 
(Duration, Yield curve) 20-30 40-60

Quasi (policy banks and 
municipals) 20-30 40-60

Credit
(CNY and USD) 10 30

Total 50-70 100-120

 Title Portfolio Benchmark Active Portfolio Benchmark Active

Account 348.94 341.04 44.09

Rates 220.72 191.14 21.86

Other Int Rates 218.54 191.10 14.87

CNY Int Rates 218.26 191.10 14.72

CNY 3M 0.02 0.01 0.01 0.47 0.17 0.11

CNY 1Y 0.14 0.13 0.02 4.28 3.72 0.16

CNY 2Y 0.17 0.33 -0.16 6.33 11.96 -1.90

CNY 3Y 0.68 0.59 0.09 28.00 23.49 1.46

CNY 5Y 1.15 0.97 0.19 46.75 37.79 3.46

CNY 7Y 0.98 1.05 -0.06 37.72 38.25 -1.36

CNY 10Y 0.92 0.98 -0.07 30.73 31.19 -1.41

CNY 15Y 0.30 0.34 -0.04 8.29 8.81 -0.65

CNY 20Y 0.32 0.31 0.00 8.54 7.94 0.07

CNY 25Y 0.63 0.37 0.26 18.09 9.70 6.25

CNY 30Y 0.88 0.61 0.27 29.07 18.08 8.52

CNY 10Y ^2 0.80 0.69 0.11

CNH Int Rates 0.05 0.05 0.28 0.15

USD Int Rates 1.78 4.35

Tsy 3M 0.00 0.00 -0.01 -0.04

Tsy 1Y 0.00 0.00 0.02 0.05

Tsy 2Y 0.02 0.02 0.17 0.39

Tsy 3Y 0.03 0.03 0.30 0.75

Tsy 5Y 0.03 0.03 0.37 0.97

Tsy 7Y 0.04 0.04 0.55 1.36

Tsy 10Y 0.02 0.02 0.38 0.87

Idiosyncratic 4.01 3.34 0.67 0.38 0.03 2.64

Foreign Exchange 0.00 0.00 128.10 148.16 4.21

FX Spot 0.00 0.00 128.10 148.16 4.21

CNY/CNH 93.37 100.00 -6.63 127.50 148.16 4.33

USD/CNH 0.42 0.42 0.59 -0.12

Spreads 0.12 1.73 18.02

USD EM 0.19 0.92 1.29

Idiosyncratic_EM 1.86 2.37 -0.51 0.33 0.92 2.62

USD EM Corporates -0.14 -1.32

USD EM Sovereigns 0.01 0.01 0.00 -0.02

Non$ EM -0.16 0.82 1.22

Swap Spreads 0.53 0.53 0.09 15.51

Other 0.53 0.53 0.09 15.51

CNY BANK DEPOSIT Sprd 0.53 0.53 0.09 15.51

CNY Bank Deposit 3M 0.00 0.00 -0.03 -0.13

CNY Bank Deposit 1Y 0.01 0.01 0.03 0.36

CNY Bank Deposit 2Y 0.01 0.01 -0.01 0.41

CNY Bank Deposit 3Y 0.23 0.23 -0.19 6.72

CNY Bank Deposit 5Y 0.28 0.28 0.28 8.15

Factor Exposure Risk Contribution



Chinese fixed income perspective

Our views



Outlook and investment strategies

Macro outlook Growth and policy - Despite the initial V -shaped upturn as a first -in -first -out major economy from the Pandemic, ChinaɅs recovery is unbalanced as its primarily 
production led. 

- The strong export performance is unlikely to be sustained as headwinds from weak global trade remain significant and should p rev ent a full 
recovery of economic activities to pre -Covid levels. 

- With Beijing still more focused on containing leverage, fiscal and monetary policy easing measures have been modest relative to history, limiting 
credit creation and in turn less multiplier to domestic demand. Moreover, the service sectors continue to struggle due to Covid measures while 
consumption is constrained by the weak job market. 

- In longer term the trend of China rebalancing away from trade and investment, becoming more domestic demand and service -oriented still on 
track and remain the priorities of Beijing . The dual circulation theme adopted for the 14 th FYP in the recent 5 th Plenum looks promising. The emphasis 
on domestic circulation as the main growth pillar via further urbanization should help to boost domestic demand, production a nd distribution with 
international circulation in terms of greater foreign investment and participation in the Chinese economy complementary. 

- ESGoutlook is a also positive as China set a zero carbon emission goal in 2020 after achieving the target of reducing carbon emi ssion by 40 to 45% from 
2005 levels 3 years ahead of time. The goal set in the 5 th Plenum of doubling GDP per capita by 2035 should ensure that China will not be stuck in middle 
income trap.

China Fixed 
Income 
outlook

Duration & Yield curve
Strategy

- Overweight Chinese duration as monetary policy still need to stay largely accommodative as economic recovery is still unbalanced and regional banks 
are struggling with higher NPLs from Covid related growth fall out. 

- With sovereign yield pick ups relative to global bonds at the widest level seen in years, demand for CGBs should expand and w ill also be underpinned  by 
inflows related to the ongoing process of global bond indices inclusion over the medium term.

- With improving inflation trend due to food prices normalising and a lack of demand pushed inflation, prospect for a bullish f lat tening of the CGB yield 
curve should increase post the supply pressure due to special CGB issuance and local government bond supply in October

China Fixed 
Income 
outlook

Credit and FX strategy - Broadly prefer government bond, policy bank bond and municipal bonds over credits as risk premium is inadequate amid risk of  rising defaults in 
credit bonds

- Selectivity in municipal bonds is key with some offering value relative to their fundamentals. Chinese policy banks are fairly valued but are expected to 
remain well supported because of index inclusion related factors. 

- For any allocation to CNY credit for carry, we favour high quality issuers such as Beijing backed SOE credits. Valuations have been range -bound and 
technicals are strong only for higher quality names. 

- The RMB should stay broadly stable especially on a CFETs basis as the US and China have both pledged in recent surprise meeting in Hawaii to keep 
phase 1 trade intact. The higher yield differential that CNY/CNH over DM currencies especially following recent tactical tigh ten ing in interbank liquidity to 
crack down speculative leverage should be more supportive of the Chinese yuan. Additionally, a stable currency is preferred t o attract portfolio inflows as 
well as to manage domestic household and business confidence especially in the short term as Chinese economy recover from the shock due to the 
Pandemic.

Outlook and strategies for Q4 2020
Onshore China bonds
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Source: Schroders. As at September 2020.



China
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Freight and Passenger Turnover

Source: EM Advisors Group, as at September 2020. Macrobond, as at 4 October 2020.

Economic activity is normalising steadily, but remains uneven

Fixed Asset Investment (y/y, %) Retail Sales (y/y, %)




