AS AN ACTIVE INVESTMENT MANAGER
WE MAKE DECISIONS EVERY DAY ON
BEHALF OF SAVERS AND INVESTORS
AROUND THE WORLD.
We make these choices carefully and deliberately – because they affect the
financial future of our clients and they impact the wider world.
Our clients include individuals who invest directly and those who invest
through businesses or financial advisers. We also serve the investment
needs of institutions like insurance companies, pension funds and charities.
They depend on our broad investment expertise across public and private
markets to manage their wealth or investments and achieve long-term
financial goals. The diversity of our business across important growth areas
helps us stand apart from traditional asset managers.
We employ 5,750 people across 37 locations globally. Our success depends
on the decisions they make every day.
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Our business at a glance

ACCELERATING
POSITIVE CHANGE
Our purpose is to provide excellent investment
performance to clients through active management.
By serving clients, we serve wider society.
Channelling capital into sustainable and durable
businesses accelerates positive change in the world.
Funding the future is a privilege; we use it wisely
and responsibly.

The heart of our strategy is simple – grow our business and deliver long-term
value for all our stakeholders. We have three strategic priorities:
Build closer
relationships
with end clients

Grow Asset
Management

Expand Private
Assets and
Alternatives

Build client longevity and sustainable
margins through trusted adviser
relationships in Wealth Management

Focus on developing distinctive
capabilities that enable us to deliver
excellent investment performance

Meet increasing client demand for
additional portfolio building blocks
and alternative sources of return

Read more about our strategy on page 18 and how we track our progress on page 22.
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Clients are the focus of our business. When we deliver for them,
it benefits all our stakeholders:

CLIENTS

SHAREHOLDERS

WIDER SOCIETY

OUR PEOPLE

EXTERNAL SUPPLIERS

REGULATORS

Read more about our stakeholders on page 46.

We translate our purpose and strategy into action for all stakeholders by:
BUILDING

lasting client
relationships
through our
increasingly
diverse and
expanding
global
distribution
network

DEVELOPING

our investment
products
continuously to
ensure that they
continue helping
clients meet
their long-term
financial goals

EVOLVING

our business
model in
response to
market
disruption with
new capabilities
in key growth
areas

ADDRESSING

climate change
impacts by
using sciencebased targets to
decarbonise our
investments and
operations

EMPOWERING
our people
and supporting
wider society
by creating
opportunities
to share in our
growth and
success
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Our business at a glance (continued)

HOW WE HAVE DELIVERED IN 2021
Over the last five years we have made bold investments in the high
growth areas of private assets, wealth management and sustainable
investment. These investments have allowed us to deliver strong
performance for our stakeholders.
Financial highlights
Net income before
exceptional items

Profit after tax

Total dividend per share

(2020: £2,179.2m)

£623.8M

(2020: £486.0m)

122P

(2020: 114p)

Profit before tax and
exceptional items

Basic earnings per share
before exceptional items

Total equity

(2020: £702.3m)

(2020: 200.8p)

(2020: £4.1bn)

Profit before tax

Basic earnings per share

Total capital ratio

(2020: £610.5m)

(2020: 172.4p)

(2020: 26.2%)

£2,568.8M
£836.2M
£764.1M
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244.8P

220.8P

£4.4BN

27.7%

Strategic report

Investment highlights

Governance

Assets under management

Net new business

Over three years

(2020: £663.0bn)

(2020: £54.9bn)

of clients assets outperformed their
respective benchmarks1

£35.3BN

79%

Financial statements

£731.6BN
Assets under management

Shareholder information

By business area2
Private Assets and Alternatives
Solutions
Mutual Funds
Institutional
Wealth Management
Joint Ventures and Associates

By asset class
7%
27%
16%
23%
11%
16%

Equities
Multi-asset
Fixed Income
Private Assets and Alternatives
Wealth Management

By region
35%
26%
21%
7%
11%

UK
Asia Pacific
Europe, Middle East and Africa
Americas

40%
30%
16%
14%

1. Read more about client investment performance in our glossary on page 186.
2. Read more about our business areas in our glossary on page 186.

Non-financial highlights3
Sustainalytics ESG rating

Low risk

MSCI ESG Rating

95%

AAA

low risk rating for two
years in a row

of employees proud to be
associated with Schroders

putting us in the top 3% of our
sector

33%

94%

84%

female representation in
senior management

retention of highly
rated employees

SBTi targets validated

1.5oC

-aligned

renewably sourced
electricity

CDP climate score

£60.5BN

A-

of AUM in SISF funds
classified as Article 8 or 9

leadership level rating for
the second year running

3. Find out more about these non-financial measures in our glossary on page 186.
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Chairman’s statement

DELIVERING ON OUR
GROWTH STRATEGY
2021 was another strong year for Schroders both in terms of our
financial results and in extending our opportunities for future
growth.
Net operating revenue was up 17% at £2,403.1 million
(2020: £2,059.6 million), profit before tax and exceptional items
was up 19% at £836.2 million (2020: £702.3 million) and profit after
tax was up 28% at £623.8 million (2020: £486.0 million). Net new
business was £35.3 billion (2020: £54.9 billion) and assets under
management ended the year at £731.6 billion (2020: £663.0 billion).
Investment performance for clients was generally strong across
the board with 79% of assets under management outperforming
their benchmark over three years and 78% over five years.
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This led to good growth in our traditional asset management
businesses and in wealth management, and high levels of new
business in Schroders Capital, our private assets business, which
has been a strategic priority for us in recent years.
Our strategic partnerships with major financial institutions in
China, India, Japan, the US and the UK are performing well and are
an increasingly important source of assets under management
and revenue, representing a significant long term growth
opportunity.
We agreed three acquisitions in 2021, River and Mercantile’s
solutions business, Cairn, a Dutch real estate investor, and
Greencoat Capital, a leader in European renewables. These meet
our strategic goals of getting closer to end clients, extending our
capabilities in private assets and building out our range of thematic
and sustainability funds.

Strategic report
Governance

The Board

Elizabeth Corley joined the Board on 1 September as an
independent non-executive Director and will succeed me as Chair
at the conclusion of the Annual General Meeting on 28 April 2022,
subject to shareholder approval. Ian King, the Senior Independent
Director, led the search and his report on the process is included
in the Nominations Committee report on page 69.
Matthew Westerman will succeed Damon Buffini as Chairman of
the Remuneration Committee after the Annual General Meeting.
I would like to thank Damon for his contribution in this important
role and we will continue to benefit from his experience in this
regard as he will remain a member of the Committee.

I will step down from the Board at the conclusion of the Annual
General Meeting in April. It has been a privilege to have been at
Schroders for 21 years, first as Chief Executive and, for the last six
years, Chairman. Although the Company is much larger than the
one I joined in 2001, our culture has not changed in that we
continue to put our clients first and think long term in everything
we do. The consistent support of the Principal Shareholder Group
has been an important part of this.
It is a pleasure to see Schroders in this position of strength with so
many growth opportunities ahead. I extend my best wishes to
Elizabeth Corley, Peter Harrison and all the talented people who
have created this success.
Michael Dobson
Chairman
2 March 2022

We are very pleased that Paul Edgecliffe-Johnson, Chief Financial
Officer of InterContinental Hotels Group plc, has agreed to join the
Board as a non-executive Director, effective 1 July 2022.

Looking forward

As Schroders continues to grow we become increasingly aware of
the positive role we can play to the benefit of all our stakeholders.
We assist a very broad range of clients meet their financial goals;
we channel capital to companies to support them in investing for
growth and engage with them on their path to sustainability; we
offer employees a rewarding and challenging career path; and we
work constructively with counterparties and suppliers – all
fundamental aspects of creating long-term value for shareholders
and a long term future for the Company.

Schroders Annual Report and Accounts 2021
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Shareholder information

Our policy is to provide shareholders with a progressive and
sustainable dividend, targeting a pay out ratio of around 50%.
The Board increased the interim dividend to 37 pence per share
(2020: 35 pence), and will recommend to shareholders at the
Annual General Meeting a final dividend of 85 pence per share
(2020: 79 pence), taking the full year dividend to 122 pence per
share (2020: 114 pence), an increase of 7%. The final dividend
will be paid on 5 May 2022 to shareholders on the register on
25 March 2022.

Financial statements

Dividend

Group Chief Executive’s statement

LOOKING AHEAD
		 FROM A POSITION
OF STRENGTH
Our industry has been disrupted over recent years, and a
polarisation between the winners and losers has emerged. A major
influence has been the increasing importance of sustainability. In
the past our industry was focused on just two outputs: investment
performance and the risk taken to achieve this performance. The
owners of assets, our clients, are rightly now demanding a new
perspective, a third factor – impact. The impact on society of the
companies we invest in is of material importance. We are focused on
delivering excellent risk-adjusted investment performance and are
doing this in a manner which aims to improve the world in which we
live. The progress on many fronts is pleasing but we are a restless
and forward-looking organisation. Whilst today’s successes are
celebrated, we also use them to set the bar for tomorrow.
Today, our 20-year outlook is dominated by the challenge of
decarbonisation. We have published detailed plans explaining how
we, as a corporate entity, will reach net zero. Of perhaps greater
significance, given the sheer scale of investments that we manage, is
our plan to influence the companies in which we invest to reduce
their impact on the planet. We hold sway with thousands of
companies around the world.
We apply our influence every day; we apply it as bond and stock
market investors but also as investors in infrastructure projects, of
real estate, and as major private equity investors.
When reviewing 2021, we can be particularly proud with what we
have achieved. The Group has generated record profits of
£836.2 million (2020: £702.3 million) which represents a 19%
increase versus the previous year.
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Delivering strong investment performance

We have always strived to provide excellent investment returns for
our clients and generate value for our shareholders.

Client investment performance*
2019

70%

70%

72%

2020

75%

72%

81%

2021

74%

79%

78%

1 year

3 years

5 years

* For more information about how we calculate client investment
performance see the glossary on page 186.

Our three years investment performance is a key performance
indicator for the Group and I am pleased to see that it continues to
improve, as 79% of our AUM outperformed their respective
benchmarks. This is helped by our culture at Schroders where ideas
and decisions are challenged and tested openly. Each desk is also
supported by the science of the Data Insights Unit and the in-depth
knowledge of our ESG specialists. Taken together it gives us a petri
dish for bold decision-making.

10%

This progress has been made in the grip of the Covid-19
pandemic. I would like to pay a very sincere tribute to our
employees who have contributed so much during such a disrupted
period. Our strong corporate culture is a sustaining competitive
advantage, and its strength has been hugely evident over the past
two years. In the same spirit of partnership, we have been able to
share the success of the firm with our employees globally through
the widespread award of shares. At the end of the year, a
staggering 84% of employees were shareholders in the firm,
ensuring that the alignment of interest across all stakeholders is
embedded in our structure.

Reaping the rewards from our organic
investments

2021 was a year when several growth drivers came together.
Developed equity markets posted another year of strong returns,
whilst the bond markets weakened and concerns about inflation
rose. We came into the year with strong investment performance
and managed to sustain this for another year. Our new products
saw good client demand, and the investments we had made in
increasing our geographic footprint also paid off.
Schroders has found success in developing close partnerships with
local champions around the world, and many of our strong country
positions owe much to these relationships. We celebrated 50 years
of business operations in Hong Kong, having started there in
partnership with the Kadoorie family and Standard Chartered.
Today we have important strategic partnerships in several
countries: with Bank of Communications in China, Axis Bank in
India, Nippon Life in Japan, Hartford Funds in the US and Lloyds
Banking Group in the UK. We deeply value these strategic
partnerships which have all contributed to our progress.

Over the past three years, we have invested heavily in our Global
Transformation product range. We have been amongst the most
active of all asset managers in revitalising our product range to
make it appropriate for our clients’ demands. We now have a
broad offering of thematic and sustainability funds which attracted
high levels of net new business last year as they delivered
competitive investment performance. Our thematic range achieved
net new business of £4.4 billion in 2021. This is a great result and
an example of how the organic investments we have made in our
business over the last few years are now bearing fruit.
We have also revamped our European fund range to comply with
new regulation. I sincerely believe that in several years’ time, every
product will be ESG compliant by default, as this is where client
sentiment is turning. We have reclassified a number of funds in our
European fund range as either Article 8 or Article 9 under the EU’s
Sustainable Finance Disclosure Regulation (SFDR). These products
have attracted good client demand of £5.7 billion and have grown
their AUM to £60.5 billion at the end of 2021.
We set out to broaden our investment capabilities towards private
assets several years ago and have made a number of bolt-on
acquisitions. Having spent much time and effort integrating these
businesses, I am delighted at the contribution Schroders Capital is
making. Net new business flows were over £7.4 billion in 2021,
mainly driven by high demand for securitised credit, private equity
and real estate.
Our Wealth Management business also contributed meaningfully,
as net new business exceeded 5% at £4.1 billion. Our AUM
reached £81.2 billion, as all franchises generated positive net new
business. We have several strategic initiatives underway, such as
building our presence outside of London and South-East England
as well as growing Schroders Personal Wealth, our partnership
with Lloyds Banking Group.
It is important to note that none of these numbers would have
been achieved had we not made the decision to invest in our
business to generate future growth.

Schroders Annual Report and Accounts 2021

9

Shareholder information

AUM growth year-on-year

In our EMEA markets, we saw strong contributions from clients
based in Central and Emerging Europe, the Middle East and Israel.
These are some of our newer client relationships and they have
contributed a combined net new business of over £1.0 billion. We
also saw good contributions from our wholly-owned China
business, India, Thailand and Malaysia, reaching nearly £1.0 billion
of net new business. In the US, our net sales continue to benefit
from our long-standing relationship with Hartford, which provides
a diverse set of actively managed mutual funds to advisers and
clients. Net new business from North American clients reached a
total of £3.2 billion, which contributed to AUM reaching nearly
£90 billion. Latin America, another region where we foresee key
geographic expansion, has also performed strongly, with
£2.1 billion of net new business. In addition, our Asset
Management partnerships contributed £20.2 billion of net new
business in 2021.

Financial statements

Over the last five years, our AUM has grown from £453.6 billion to
£731.6 billion, which represents an impressive compound annual
growth rate of 10%. Once again, our organic growth has been
strong. Indeed, almost every channel and region showed good
organic growth, despite the disruption that is evident in many
parts of the industry. We attracted net new business of
£35.3 billion, with strong contributions from our range of mutual
funds, private asset products, wealth management offering and
our various partnerships, predominantly in China and India.

Last year, we saw good growth across all regions. We have been
reaping the rewards from relatively new areas of strategic focus,
such as Latin America, Israel and our US institutional businesses.

Governance

The foundations for our position today were laid a number of years
ago, when we sought to anticipate the challenges faced by
traditional asset managers and set out plans to accelerate our
investment to drive future growth. This included developing new
Private Asset capabilities, expanding our wealth business and
materially overhauling the product offering in our Asset
Management business. We have invested heavily in expanding our
geographic footprint, particularly in China and other emerging
markets, and set about building new partnerships such as that
with Lloyds Banking Group. We recognise that to be competitive
we require a strong technology platform, a deep ability to gather
and analyse data and a passionate desire to deliver investment
performance for our clients.

“As a UK PLC and a global
investor, we have a
fundamental role to play in
decarbonising the economy.”

Strategic report

Tilting our business towards the fast-flowing
waters of the industry

Group Chief Executive’s statement (continued)

The virtuous cycle of investing for growth

We defined our strategic growth areas in 2016, as we recognised
that there were some key changes we had to make to address the
challenges our traditional asset management business was facing.
Firstly, we set out to grow our Wealth Management segment due
to its high client longevity and proximity. We have grown the
business from £31.6 billion at the end of 2015 to £81.2 billion now.
We have made a number of acquisitions over the last few years in
this area and I believe there is considerable room for further
growth. At our capital markets day in October, we stated that our
ambition was to achieve net new business growth of at least 5%
per annum from 2022. This will be an important driver of future
growth. We foresee our Wealth Management AUM reaching
£115 billion by 2025, which will also be supported by market
growth and acquisitions. We made a good start by generating net
new business of £4.1 billion in 2021 or put another way, 5.7% of
opening AUM.
Secondly, we set out to grow our private markets capabilities,
which we built through a series of acquisitions. These businesses
are now unified under one brand called Schroders Capital, which
we launched in mid-2021. Given the high quality of the underlying
businesses which are backed by Schroders’ global brand, our
operational strength and global distribution footprint, the net new
business opportunities are quite remarkable. We have grown twice
as fast as the market since 2016 through acquisitions and organic
investments with the ambition to double our AUM again by 2025.
To achieve that, Schroders Capital is aiming to generate strong net
new business flows over the coming years.
Our focus on sustainability has been relentless – we believe this will
be a defining attribute of success over the next 20 years. Our
analytical capabilities have contributed to us becoming leaders in
ESG measurement through our proprietary tools. Recognising that
social impacts are becoming financial costs, we developed
SustainEx™, a tool that scores every company based on the
impacts that company is having on society and the environment.
This information influences the decision we make on which
companies we invest in. It also puts us in a strong position to
engage effectively with them. Furthermore, we can demonstrate
the sustainability profile and impacts of the portfolios we manage.
After a year in which we achieved strong net new business flows,
we are looking to the future from a position of strength. It is hugely
encouraging that this growth was delivered across all areas of
strategic importance to us, such as thematic investing, private
assets, wealth management and, of course, ESG. Apart from our
Wealth Management business, these are areas which made limited
contributions to our results three years ago. These areas are now
having a significant impact on our flows. Looking internationally,
I have been pleased by the performance of our joint ventures and
associates such as Bank of Communications in China and Axis in
India. Despite some macroeconomic challenges, both businesses
have performed strongly.

Net new business

£35.3bn
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Investing for future growth

We are pleased that many of our initiatives over past years are
bearing fruit. But we are not just harvesting; we are still planting
and planning for a brighter future for us, our clients, investors and
our planet. I truly believe that using positive cashflow generated by
the Group to invest in further growth gets the business into a
virtuous circle of strong performance. Hence, we have taken this
opportunity to reinvest into our business for further growth
initiatives.

Assets under management

£731.6bn

This includes our investments in China, where we are on track to
build our wholly-owned fund management company and our
wealth management company venture with Bank of
Communications. Our wealth management company venture
with Bank of Communications, received regulatory approval
to commence business operations in January 2022. Through
our engagement, we can contribute to the process of rapid
modernisation of China’s investment markets, helping Chinese
families and savers to achieve more financial security and assisting
Chinese businesses in factoring sustainability increasingly into
their business models, in line with Chinese and global climate
policy goals.
Having a dedicated ESG team in-house enables us to put ESG at
the heart of all our investment decisions. Aside from our dedicated
ESG team, we have also increased the number of people across
the firm who have a clear focus on sustainability, specifically in our
product and sales teams. We continue to build upon our success
and launched a further 14 sustainable funds in Europe last year
with more to come in 2022.
Elsewhere, we have also announced the acquisition of three
businesses, which are all an excellent cultural fit and provide
strong follow-on growth potential.
We announced the acquisition of River and Mercantile’s UK
Solutions business, which is a leader in UK fiduciary management
and completed the acquisition on 31 January 2022. It was one of
the first businesses to set up in this space in the UK market and is
a specialist in solving difficult problems for pension trustees. The
business comes with highly talented people who have generated
strong growth over the past few years. We believe that the
Schroders brand, our position in the pensions market in the UK
and our technology will create an even stronger business
proposition. It fits our strategy of growing solutions and getting
closer to end clients. Upon completion, the acquisition will add
£43.1 billion to our existing Solutions business.
In order to further strengthen our Private Asset capabilities, we
also announced the acquisition of Cairn Real Estate, a Dutch real
estate specialist with €1.3 billion of AUM. The acquisition, which
completed on 31 January 2022, will expand Schroders Capital in a
key European growth market.

Strategic report

We will also continue to lead on climate change solutions with the
crucial aim of helping clients to decarbonise their portfolios. We
have entered into a pioneering investment partnership with
Conservation International that will channel capital into
conservation projects. Clients will be able to offset carbon
emissions, protect biodiversity and support indigenous
communities whilst making a return.

Leading the transition to a sustainable world

On a broader note, 2021 has left me optimistic. The investment
industry has a purpose beyond profit and investment returns. It is
no longer just about securing our clients’ financial futures; it is also
about securing a better future for all stakeholders.

I would like to thank Mike Dobson for his enormous contribution to
the firm for more than 20 years. The firm was transformed under
his leadership, and I am personally hugely grateful for his
mentorship over the years as Chairman of the Board. I wish him
every success for the future. I am also pleased to welcome Dame
Elizabeth Corley who has already joined the Board as Chair
designate. Elizabeth brings a wealth of industry experience,
especially in sustainability and I am truly looking forward to
working with her in the future to build on Schroders’ success and
create sustainable value for all stakeholders.
Peter Harrison
Group Chief Executive
2 March 2022

In climate change, the world faces an enormous existential
challenge. Rather than being part of the problem, the financial
services industry is becoming part of the solution. As an industry,
we must step up and seize the opportunity. Where and how capital
is deployed will be crucial in determining the pace at which the
world fights climate change. Too often capitalism is the object of
climate debate criticism, when its raw power could be targeted on
the aim of capping temperature increases at 1.5°C above
pre-industrial levels.
In 2020, we became a founding member of the Net Zero Asset
Manager (NZAM) initiative. We believe we have a fundamental role
to play in supporting companies in their transition to net zero
greenhouse gas emissions. We have published our own path to
net zero, and I feel strongly that we must do this for both our
business and our investments (see pages 32-34). In February 2022
our science-based targets were validated and provide a defined
pathway to net-zero by 2050.
The next two decades will be crucial for climate change. It will also
be a period of immense change for our industry. Savers will
increasingly want to know the impact of their investments and will
want portfolios that reflect, in detail, their world view.
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We are excited about the inorganic investments we were able to
announce in 2021 and are looking forward to working with our
new colleagues from River and Mercantile, Cairn Real Estate and
Greencoat Capital.

The successes of today enable the investments required to create
the capabilities for the long term. But those investments will also
shape our future 20 years down the line.

Financial statements

We also announced that we reached agreement to acquire a 75%
interest in Greencoat Capital, a leader in European renewables. As
at the end of 2021, the business had £6.8 billion of AUM and was
growing rapidly in one of the most relevant markets of the future,
supplying the world with assets which are critical to achieve net
zero and global climate goals.

Governance

“I truly believe that using positive cash flow
generated by the Group to invest in further
growth gets the business into a virtuous circle
of strong performance”

A TIME TO REFLECT
ON OUR MILESTONES
Mike joined Schroders as a non-executive Director in 2001 going on to serve as CEO
and subsequently Chairman from 2016. In the years under his leadership and
influence, the firm has undergone a significant journey of transformation, growth
and diversification. Today, the strength and long-term direction of the business
stands as testament to Mike’s contribution.

Michael Dobson
appointed as
Chief Executive

Launch of the GAIA platform

Partnership with Bank of
Communications in China

Building on our existing foundations in
China, this deal enables us to invest
directly in its onshore markets for the
first time, with the help of a strong local
player. Schroders was an early entrant
in this important market and China
remains one of our main areas of
strategic focus.

Bringing liquid hedge fund strategies to a
wider audience and giving our clients
access to a curated selection of third-party
managers, this platform launch makes a
major step towards the democratisation
of private assets and alternatives – a trend
which continues to gather pace. The
platform has now grown to more than
£2.7 billion of AUM.

£212.0bn
2012
2010

2001

2004

£110.0bn

2009

2008

2005

£148.4bn

£122.5bn

Broadening our global outlook
Schroders celebrates
its 200th anniversary

Navigating the
financial crisis

th

We look back at our history as a trusted
partner to our clients, successfully
navigating markets in all conditions and
adapting continually through periods of
profound change.
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During a period of extreme
market turbulence and
uncertainty, we successfully
guide our clients and their
investments through the
storm. At the same time, we
keep an eye on the future by
focusing on our employees and
retaining key talent.
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We sign an important joint
venture agreement with the asset
management arm of Nippon Life
to create Nissay Schroders Asset
Management Europe Limited. This
partnership with a local champion in
the important Japanese market
gives their clients access to our
investment expertise. Their strategic
stake in our business also
strengthens the relationship.

Asset management
partnership with Axis
in India

Taking a step into India, one of
the most exciting high-growth
markets in the world. Our
partnership with Axis has been
highly successful, making an
important contribution to the
Group’s AUM and profits.

PROFITS BACK UP
TO PRE FINANCIAL
CRISIS LEVEL

£360m

Profit before tax and
exceptional items
Employees

2001

2011

2021

£36.1m

£407.3m

£836.2m

2,890

2,900

5,750

A year of significant progress
and diversification

Strengthening our North American
and Wealth Management businesses.
The strategic acquisition of Cazenove
Capital brought a leading UK wealth
brand on board in a big step to
diversify our capabilities. Wealth
Management has since grown its
assets under management from
£16.9 billion to £81.2 billion at
31 December 2021.

2021
£500.2bn

2015

2013

2017

Investing for longterm growth
UK’s largest asset
management mandate win

Expanding private assets

The acquisition of Adveq supports our
key strategic aim of building a leading
private markets offering. Schroder
Adveq has since grown from £6 billion
to £10 billion of AUM today and is a
key pillar of Schroders Capital, our
unified private assets brand.

£262.9bn

2019

£435.7bn

£313.5bn

Peter Harrison joins as
Global Head of Equities

TRIPLED AUM
IN TIME AS CEO

£731.6bn1

£80bn

Winning a competitive tender
process to manage Scottish
Widows and Lloyds insurance and
wealth-related assets. The win
cements our position as a
significant investment solutions
provider and provides the
platform for a strategic joint
venture with Lloyds Banking
Group.

Expanding our capabilities
in key growth areas by
agreeing to acquire River
and Mercantile, leaders in
UK fiduciary management;
Cairn, a Dutch real estate
specialist; and Greencoat
Capital, a leader in
European renewables.

RECORD AUM
AND PROFITS
SHARE PRICE
QUADRUPLED
SINCE 2001

CEO of the Decade Award for
Excellence in Asset
Management – Financial News

Achievement for ‘his transformation
of Schroders’ after steadily rebuilding
profits since 2001.

AUM
1. 2021 AUM includes joint ventures and associates.
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WE LOOK BEYOND
			SHORT-TERM
PERFORMANCE
14
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Our strategy for growth is built on the
long-term interests of our stakeholders.
We continuously evolve our business in response to the
market but we always take the long view.

Schroders Annual Report and Accounts 2021

15

Market review

AN EVENTFUL YEAR FOR MARKETS
The global economy and financial markets entered uncharted
territory in 2021 as the pandemic persisted into its second year.
Asset purchases by central banks, known as quantitative easing,
continued apace. Having such a huge buyer of bonds meant yields
sank to historic lows, while pushing the prices of assets such as
equities ever higher as investors sought returns elsewhere.

Equities rise and bond yields fall against the
backdrop of quantitative easing
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Inflation rose as economies opened up and energy prices soared.
Meanwhile, monetary policy around the world grew less
accommodative. The Federal Reserve set out its plan to wind down
its asset purchase programme and indicated rate hikes would start
in March 2022. In the UK, the Bank of England responded to the
threat of inflation by raising rates in December, providing a boost
to the financial sector.

It was something of a different story in emerging markets. The
MSCI Emerging Markets Index fell 2.5% (in US dollar terms) over
the year. One of the worst performers was China amid a
combination of unexpected government intervention in various
sectors and a crisis in the property sector.
Over the year investor interest in several growth areas across the
industry gathered pace. This tied in with some of our areas of
focus, such as thematics. Net flows into thematic equity mutual
funds globally (both active and passive) totalled £189 billion over
2021, up from £149 billion in 2020 and £22 billion in 2019.
Sustainability, another strategic priority for Schroders, continued to
be the area of growing investor interest that trumped all others in
2021. The pandemic intensified focus on ESG issues as many
investors saw it as an opportunity to build a more socially
responsible form of capitalism, particularly in relation to climate
change.
According to analysis by Bloomberg, ESG assets soared to an
unprecedented $37.8 trillion by the end of 2021 and are predicted
to grow to $53 trillion by 2025, which would be a third of all global
assets under management.
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The chart below shows the explosion in the number of Google
searches for the term “ESG” in recent years.
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The rollout of Covid-19 vaccines was remarkably successful in
many parts of the world. It added impetus to financial markets and
led to a recovery in global growth as economies re-opened.
Nevertheless, there were bouts of Covid-induced volatility,
especially in November when the new Omicron variant was
discovered. Markets recovered quickly as investors focused on the
economic rebound.
The result was a solid year for global stock markets overall, with
the MSCI World index returning a healthy 21.8% in US dollar terms.
The main driver was a seemingly endless supply of monetary and
fiscal support.
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The interest in sustainability in 2021 is perhaps unsurprising given
the publicity surrounding COP26, the United Nations climate
summit, held in November.

For example, a growing number of companies, more than 2,000,
including Schroders, have adopted climate action targets through
the Science Based Targets initiative (SBTi). This is in line with the
Paris Agreement goals to limit global warming to well below 2°,
preferably to 1.5°C, compared to pre-industrial levels.
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The chart represents capital raised in private equity, real estate,
infrastructure and private debt taken from Preqin data. The numbers are for
illustration purposes and do not capture all private markets.

Looking ahead

At the time of writing, the tragic events in Ukraine are bringing
turbulence and uncertainty to markets and society. We hope for a
peaceful de-escalation of the conflict.
The global economy is at an inflection point where the future of
inflation is of critical importance. High energy prices, tight supply
chains and labour shortages are all conspiring to drive inflation up.
How central banks respond with higher interest rates and
reductions in quantitative easing will have important implications.
We believe it will fall on the shoulders of the private sector to
create sustainable economic growth as governments remain
under pressure. Financing the transition to net zero will be an
important part of this and offer many opportunities for investors.
As ever, the outlook is uncertain, but real opportunities do exist.

Elsewhere, private assets continued to pique investors’ interest
in 2021, as their relatively attractive yields and low correlations to
public markets became ever more enticing. Over 40% of
institutional manager searches conducted by a consulting firm,
bfinance over the 12 months to the end of September 2021
related to private assets. The burgeoning growth in this area is
expected to continue, with some forecasting a near doubling of
AUM by the end of 2025.
While access to private assets is largely limited to sophisticated
clients, there has been a clear ‘democratisation’ of the asset class
in the past few years, enabling a different class of investor to gain
access. 2021 saw this trend continue as more liquid and semi-liquid
structures came to market. These included those with monthly or
quarterly subscriptions and redemptions. As well as listed vehicles,
including investment trusts, where investor decisions to buy or sell
their holdings do not require the trust to sell portfolio investments.
Both structures mean it is easier for retail investors to invest in
private equity. Alongside this, regulators are aiding this evolution
and recognising the potential private markets’ assets have to
bolster returns. The US regulator, the SEC, for example, has
opened the door for limited exposure to private equity in 401k
pension plans.
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It underlined the growing expectations on the private sector to
pick up the mantle of action on climate change. So, it is now
companies, rather than governments, making commitments
around sustainability issues such as carbon emissions,
deforestation and methane.

Historical fundraising

Financial statements

Bond issuance was especially strong. More than $1 trillion worth of
ESG-labelled debt was issued in 2021, a 95% increase on 2020.

Strategy

OUR STRATEGY IS FOCUSED
ON KEY GROWTH OPPORTUNITIES
BUILD CLOSER RELATIONSHIPS
WITH END CLIENTS
OUR FOCUS
Read more about our business
model on pages 20-21.

OUR PROGRESS
IN 2021
Read more about how we
track our strategic progress on
pages 22-23.

Build client longevity and sustainable margins through
trusted adviser relationships in Wealth Management
We continue to build our leading Wealth Management business, in
which clients can benefit from the breadth of our expanding
investment capabilities.

Our achievements in establishing a leading position in wealth
management is sustained by our long history of family ownership,
international institutional investment expertise, private assets
capabilities and our leadership in sustainability.
Accelerating our UK wealth management growth: We have
expanded our presence in the high-net-worth segment, by setting
up four additional hubs outside of London and the South East. The
acquisition of Sandaire in 2020 was part of a strategic plan to
expand our family office capabilities and gain share of this growing
market.
Building relationships with financial advisers: We have
attracted new financial advisers to our technology-driven wealth
management business, Benchmark Capital and have taken
advantage of opportunities to expand our service offering across
the network.
Generating client referrals via Schroders Personal Wealth:
Referrals have increased and net new business has turned positive
in our joint venture with Lloyds Banking Group, Schroders Personal
Wealth. Opportunities in the UK advice market remain strong and
through Schroders Personal Wealth we focus on accelerating
future growth.

GROWTH
OPPORTUNITIES
Page 51 provides details of the
risks that are mitigated by our
strategy.
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• Positioning for accelerated growth in the affluent sector through
Schroders Personal Wealth and Benchmark Capital.
• Increasing client longevity from family office services in Europe
and Asia by building on our acquisition of Thirdrock in Asia and
Sandaire in the UK, as well as our existing Swiss and Channel
Islands businesses.
• Increasing market share through our UK regional wealth
expansion plans outside of London and South East.

Strategic report
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GROW ASSET MANAGEMENT

Governance

At the heart of our strategy is our desire to build long-term value for our
clients, shareholders and other stakeholders. This thinking drives the
decisions we take to invest in the future, further diversify our business
and take advantage of new and emerging opportunities.

EXPAND PRIVATE ASSETS
AND ALTERNATIVES
Meet increasing client demand for additional portfolio
building blocks and alternative sources of return

Product innovation – with a focus on sustainability – allows us to be
distinctive, while expanding geographically enables us to deliver
our investment capabilities to new clients. We invest seed capital to
support these initiatives.

Our Private Assets and Alternatives business area consists of
our private markets business (Schroders Capital) and our liquid
alternatives business. Schroders Capital gives investors access to an
additional range of portfolio building blocks and customised private
asset strategies whilst our alternatives business offers clients access
to liquid third-party hedge funds and other investments.

We are increasing our focus on complete investment solutions,
ensuring we remain relevant and centred on our clients’ needs.
We aim to increase client longevity and use our data and digital
capabilities as a competitive advantage.

Our Private Assets and Alternatives teams have a track record of
delivering good investment performance for our clients. We now have
a presence in all private market asset classes, including private equity,
real estate, private debt and infrastructure. The GAIA (Global
Alternative Investor Access) platform gives clients access to alternative
investments via Schroders and third-party funds.

Building our sustainability ambitions: We have broadened our
sustainability offering with a number of funds in our European
fund range now classified as either Article 8 or Article 9 under the
EU’s Sustainable Finance Disclosure Regulation (SFDR), and we
expect to launch more funds in 2022 globally.
Evolving our Solutions capabilities: We announced the
acquisition of River and Mercantile’s UK solutions business, which
will enhance our ability to meet the increasingly complex needs of
our pension fund clients.
Innovating and renewing our Mutual Fund product set: We
launched a number of thematic funds and aim to maintain
relevance to the needs of our clients through innovation in our
Mutual Fund product set.
Growing our business in North America: We reached nearly
£90 billion of AUM in North America, driven by strong inflows from
institutional clients and our relationship with Hartford, totalling
£3.2 billion of net new business.
Progressing our presence in China: We continued to progress
the set up of our wholly-owned fund management company
business and new wealth management company venture with
Bank of Communications. The latter gained regulatory approval to
commence operations in January 2022.

• Further product innovation to build and maintain a distinctive
offering in sustainable investing.
• Position our capabilities as a strong solutions provider globally.
• Continue to diversify our global footprint with opportunities in
the Americas and Asia, particularly China.

Strengthening the range of our capabilities: Our range of asset
classes now includes private equity, impact investing, insurance linked
securities, securitised credit, infrastructure and real estate, across
which we have experienced strong organic growth, contributing
positively to the Group.
Launching Schroders Capital: We unified the way we present our
private assets capabilities, gathering all of our existing private assets
businesses under a single brand. The brand was created to deliver an
enhanced service for our clients.
Expanding our capabilities with strategic acquisitions: We
reached an agreement to acquire Cairn Real Estate, which will provide
us with Dutch real estate expertise.
We also announced the acquisition of a leading European renewable
infrastructure specialist, Greencoat Capital. Channelling private capital
for the energy transition required to achieve a net zero future will
become increasingly important as governments around the world
look to accelerate towards this goal.
Growing organically across the platform: Public-private
strategies, Australian private debt, real estate debt, securitised credit
and impact investing have all continued to contribute to our organic
expansion across the platform.

• Scope to scale the comprehensive product set we have built by
leveraging our global distribution strength.
• Material opportunities to benefit from widening accessibility of
private markets in the future.
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Focus on developing distinctive capabilities that enable us
to deliver excellent investment performance

Business model

OUR BUSINESS MODEL IS DESIGNED
TO DELIVER FOR OUR STAKEHOLDERS

WHY WE
DO WHAT
WE DO

HOW WE
DELIVER
FOR CLIENTS

WHAT
DIFFERENTIATES
US

CREATING
VALUE
FOR OUR
STAKEHOLDERS
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To provide excellent
investment
performance

To channel capital to
support businesses

To help accelerate
positive change

Our purpose is to provide
excellent investment
performance to our clients
through active decisionmaking.

We actively invest in
companies with sustainable
and durable business models;
those that are evolving to
survive and thrive in the
challenges of the decades
ahead.

We actively invest in forwardthinking companies, but we
also support them in their
journey to a fully sustainable
future.

By designing innovative
products and services

By active and intelligent
use of technology

By motivating and
nurturing employees

We strive to understand what
clients want and apply this to
the funds we offer and the
bespoke solutions we develop.
Our approach is underpinned
by our capabilities, which
opens up our expertise to
every client.

Technology and data are at
the heart of our ceaseless
push for investment
excellence. Our award-winning
SustainEx™ impact
measurement tool is one
example.

The success of our business
model relies on our people.
We nurture a culture that
allows the individual and the
company to make the most of
their skills.

Deep expertise in all
asset classes

Actively driving the
growth of our business

Our global expertise

For more than two centuries
we have evolved our
understanding of markets and
the offering we take to clients.
The products we offer span
private assets and alternatives,
fixed income, equities and
multi-asset.

We have expanded into areas
of exceptional growth
potential. We can offer access
to private markets as equally
as public markets. We are a
leading specialist in impact
investing.

Our investment capabilities
span the globe. Our extensive
distribution infrastructure
brings the best of the
Schroders proposition to our
clients wherever they are.

Delivering returns for
clients and shareholders

Taking decisions to
benefit society

Taking decisions to
benefit our people

With a long-term shareholder
base we can take a long-term
view, in our careful decisionmaking for the company and
for clients.

We know that as stewards of
more than £700 billion of
assets, we can channel money
to benefit society. The decisions
we make as both a corporate
and an investor are mindful of
the impact and implication for
the world beyond Schroders.

We champion inclusion and
diversity and make health and
wellbeing a priority. That
creates the conditions for our
people to thrive. Our culture is
the cornerstone of our
business.
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Our business structure is designed to help every client access our expertise

WEALTH MANAGEMENT

Our investment teams manage investments for
institutions and private investors throughout the client
lifecycle. We manage private assets, institutional
portfolios, mutual funds and client solutions.

We provide a wide range of wealth management
services, which focus on preserving and growing our
clients’ wealth. Our strategic ambition is to provide
wealth management services across the wealth
spectrum in the UK and for high net worth clients in
the Channel Islands, Switzerland and Asia.

Our distribution teams service clients including insurance
companies, pension schemes, sovereign wealth funds,
distributors, financial advisers and fund platforms.

Net income (before exceptional items)

Net income (before exceptional items)

£2,138.0m

£433.7m

Shareholder information

ASSET MANAGEMENT

INFRASTRUCTURE
Our infrastructure teams provide critical services that support the business and include capabilities across Technology,
Operations, Finance, Risk, Human Resources, Compliance, Legal, Governance, Internal Audit and Tax.

GROUP
The overall governance and corporate management of the Group is driven by the Chairman, Group Chief Executive and
Chief Financial Officer, as well as employees involved in treasury, corporate development, governance and strategy.

Global network of partnerships

We have a number of strategic partnerships with key investment clients around the world, coupling our investment expertise with our clients’
distribution networks, to meet the needs of their customers. Our partnership strategy gives us access to new distribution opportunities around
the world, including some of the world’s highest growth markets.

Our fund management
company venture with Bank
of Communications in China
continues to deliver strong
performance and AUM
growth. Our wealth
management company
venture with the bank will
commence business
activities in the first half of
2022.

Our venture with Axis in
India has been growing
its market share
steadily to 6.7%,
ranking 7th in India in
terms of AUM.

Our relationship with
Hartford in the US
comprises ten
sub-advised strategies
tailored for the US retail
customer. In 2021, the
funds achieved
£2.2 billion of net
inflows with AUM
reaching over
£11 billion.

Our joint venture with
Nissay, the asset
management arm of
Nippon Life, delivered
good performance for
clients in 2021. Our
business with Nippon
Life continues to grow.

Our joint venture
with Lloyds Banking
Group, Schroders
Personal Wealth, now
employs over 300
financial advisers and
reached £14.7 billion
of AUM at the end of
2021.
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Key performance indicators

TRACKING OUR STRATEGIC PROGRESS
To ensure that we are delivering against our strategy, we track progress
against a number of key performance indicators.
Client investment performance (%)

Net new business1 (£bn)

79%

£35.3bn

We target at least 60% of our AUM outperforming its stated
comparator over rolling three-year periods.

We seek to generate positive net new business across the Group.

2017

74

2017

2018

74

2018

2019

(10.9)

2019*

70

2020

3.3

2020*

72

2021

52.8

79

Investment performance over a three-year period remained strong
in 2021, with 79% of assets outperforming their stated
comparator. We have been above our target for the past five years.
The five-year investment outperformance was 78% and it was 74%
over one-year.
More details on our performance reporting can be found on page 186.

2021

54.9
35.3

Overall, total net inflows reached £35.3 billion for the year, of which
our joint ventures and associates contributed £20.2 billion.
In 2021, our Mutual Fund business area contributed most strongly
generating £8.1 billion of net new business.
Wealth Management contributed £4.1 billion of net flows, while our
Private Assets and Alternatives business contributed £6.9 billion.
*2019 and 2020 net new business included £44.6 and £28.2 billion
from the transfer of the Scottish Widows mandate.

Assets under management1 (£bn)

Dividend per share (p)

£731.6bn

122p

We aim to grow our AUM over time in excess of market growth
through positive investment outperformance and net new
business. As a sterling-denominated reporter, currency
movements also impact asset levels.

Our policy is to provide shareholders with a progressive and
sustainable dividend, targeting a payout ratio of around 50%. For
more information see page 29.

2017

2017

113

2018

114

2019

114

2020

114

2018
2019

497.2
467.2
569.4

2020

663.0

2021

731.6

AUM increased by 10% in 2021 to £731.6 billion.
Investment performance and currency movements increased AUM
by £33.2 billion and net new business added a further £35.3 billion.

2021

The Board recommends a final dividend of 85 pence per share,
bringing the total dividend for the year to 122 pence per share.
This represents a payout ratio of 50%.

1. These KPIs were amended to include joint ventures and associates. Prior year numbers have been restated.
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Ratio of total costs to net income* (%)

244.8p

67%

We aim to grow earnings per share consistently, recognising the
potential impact of market volatility on results in the short term.

We target a 65% ratio of total costs to net income through the
market cycle, recognising that in weaker markets the ratio may be
higher than our long-term target.

2017

2017

2018

226.9

2018

215.8

2019

201.6

2019

2020

200.8

2020

2021

61

244.8

64
67
68

2021

67

In 2021, basic earnings per share before exceptional items was
244.8 pence.

In 2021, our ratio of total costs to net income was 67%. This
represents an improvement of 1% compared to the previous year
despite our strategical investments in the future growth of the
business.

Net income* (£m)

Retention of key talent (%)

£2,568.8m

94%

Net income comprises net operating revenue, which is primarily
revenues generated from AUM excluding cost of sales, net gains
on financial instruments, share of profit of joint ventures and
associates, and other income. We aim to grow net income over
time.

Developing and retaining talented people is key to our ongoing
success. We actively monitor the retention of our employees with
an emphasis on those who have received an exceptional rating in
their annual performance review.

2017

2017

94

2,068.9

2018

2,123.9

2018

94

2019

2,124.8

2019

94

2020

94

2021

94

2020
2021

2,179.2
2,568.8

Net income before exceptional items increased £389.6 million
from 2020 to £2,568.8 million.
Client demand for equity products drove net operating revenue
increasing from £2,059.6 million in 2020 to £2,403.1 million in
2021. Net income was supported by an increased contribution
from joint ventures and associates and positive net gains on
financial instruments.

Our retention of highly rated employees has consistently been at
94%. This represents a committed and engaged workforce, which
is aligned with Schroders’ values.

* Before exceptional items.
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Basic earnings per share* (p)

Business and financial review

DELIVERING
PERFORMANCE AND
SUSTAINABLE GROWTH
The Group has enjoyed a successful year that has seen us
deliver a very strong set of results.
Our strategic areas of focus, namely Private Assets and Wealth
Management, continued to grow strongly. Alongside this, the
return of risk appetite at the start of the year benefited our
traditional equities offerings, which were in high demand.
We achieved a pre-exceptional profit before tax of
£836.2 million, an increase of 19% on 2020 (2020: £702.3 million).
Profit after tax and exceptional items was £623.8 million, 28%
higher than the previous year (2020: £486.0 million).
In view of this growth, the Board recommends increasing the
final dividend by 6 pence to 85 pence per share (2020: 79 pence
per share). This means a total dividend for the year of 122 pence
per share (2020: 114 pence per share), an increase of 8 pence,
and a payout ratio of 50% (2020: 57%).
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Growing our strategic areas of focus

As set out earlier in the Annual Report, a large part of our
strategy is focused on the growth of both Private Assets and
Wealth Management. These are higher margin businesses with
greater longevity where we expect demand to remain strong.
We have continued to make good progress in these areas.
During the year, we unified our specialist private assets offerings
under the newly launched Schroders Capital brand. This
showcases our entire private assets capability and underscores
our ambition as a leading private markets business. The
business continued to perform well, with particularly good
growth in private equity, real estate and securitised credit,
helping increase our Private Assets and Alternatives AUM by
16% to £53.7 billion (2020: £46.1 billion).

Strategic report

Delivering strong financial results

Our closing AUM figure is important in showing the scale and
growth of the Group. Just as important is our average AUM, as this
is key in understanding the development of our management fees
through the year. As a result of the strategic developments set out
above, our average AUM excluding joint ventures and associates
increased by 15% to £597.0 billion (2020: £520.8 billion). This
helped us generate £2,201.1 million of management fees, 16%
higher than 2020 (2020: £1,889.7 million).
Performance fees and net carried interest grew to £126.3 million
(2020: £95.7 million). This was not only due to the strong
investment performance we generated for our clients, but also
reflects the increasing scale of Schroders Capital. Overall, net
operating revenue increased 17% to £2,403.1 million
(2020: £2,059.6 million).

Non-compensation costs as basis points of
Non-compensation costs as percentage of AUM
average
AUM (excluding joint ventures and
[to be updated for FY21]
associates)
597.0

600
441.8

500
400

410.8

433.1

11

300
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9

100
0

12

520.8

bps

As set out earlier, our joint ventures and associates again showed
strong growth. They delivered income, before exceptional items, of
£88.2 million, an increase of 38% (2020: £64.1 million). We had net
gains on financial instruments and other income of £77.5 million
(2020: £55.5 million). This was largely due to strong returns from
our proprietary investments. These principally comprise seed
capital, co-investments and our investment capital portfolio. These
gains contributed to net income before exceptional items
increasing 18% to £2,568.8 million (2020: £2,179.2 million).

Overall, these movements resulted in a total profit before tax and
exceptional items of £836.2 million (2020: £702.3 million).
Exceptional items mainly relate to acquisition-related costs,
including the amortisation of intangible assets. In 2021, the total
cost of exceptional items was £72.1 million (2020: £91.8 million),
which meant a profit before tax of £764.1 million, up 25% on 2020.
Profit after tax was £623.8 million (2020: £486.0 million).

£bn

Overall, these developments, combined with strong investment
returns, helped us increase our Group AUM by 10% to a record
high of £731.6 billion (2020: £663.0 billion).

Given the nature of our business, understanding noncompensation costs as a percentage of our AUM provides a good
indicator for our operational leverage. As shown in the chart below,
this has fallen in recent years and continued to reduce slightly in
2021, despite the investment we are making in our transition to
the cloud. This operational leverage is further illustrated in the
reduction of our total cost to income ratio which fell from 68% to
67%.

2017

2018

Average AUM excluding
joint ventures and associates

2019

2020

2021

8

Non-compensation costs as
basis points (bps) of average AUM
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Developing our strategic global partnerships remains an important
way for us to execute the Group’s strategy. Our joint ventures and
associates have again shown high growth, with AUM increasing by
31% to £116.4 billion (2020: £88.6 billion). Our long-standing
venture with Bank of Communications in China contributed
significantly to this thanks to strong flows into higher-margin
equity products.

Our non-compensation costs before exceptional items were higher
at £564.5 million (2020: £502.2 million). This was principally due to
higher marketing expenses following the easing in Covid-19
related restrictions in the second half of the year, and increased IT
costs. The increased IT costs reflect both higher depreciation due
to the investment in our technology infrastructure we have made
in recent years, and expenses incurred in the commencement of
our cloud migration programme, the costs of which are not
capitalised. Once implemented, the transition to the cloud is
expected to result in increased operational agility as well as cost
savings.

Financial statements

In Wealth Management, we continued to build out the regional
presence of our UK high net worth brand Cazenove Capital
through strategic hires and a focus on successful business owners.
We also successfully integrated Sandaire which we acquired at the
end of 2020, and expanded our Global Family Office Service. Our
joint venture with Lloyds Banking Group, Schroders Personal
Wealth (SPW), showed good progress, helped by the easing of
Covid-19 related restrictions which enabled an increase in the
number of referrals received from the Lloyds banking network.
Overall, these factors contributed to net new business of
£4.1 billion which, along with strong investment returns, drove an
increase in AUM of 13%. AUM for the Wealth Management
segment therefore closed at £81.2 billion (2020: £72.0 billion).

This increase in net income was partly offset by higher operating
expenses, reflecting the growth in the overall size of the business.
Despite the organic investment we have made in strategic growth
areas such as Wealth Management and China, we were able to
keep our compensation ratio stable at 45%. This includes the cost
of our Share in Success award made at the end of the year. This
was a one-off grant of Schroders shares to all our employees
which enables them to share in the future success of the business.
The award recognises the fantastic effort our people have put into
driving our strategy forward.

Governance

The more traditional parts of our Asset Management segment also
delivered significant growth. Notably, we experienced high levels of
demand in our Mutual Funds business area as a result of both
strong investment performance and increased investor risk
appetite at the start of the year. Overall, across our Asset
Management segment, we generated £11.0 billion of net new
business, which together with investment returns, enabled us to
grow our Asset Management AUM to £534.0 billion
(2020: £502.4 billion).

Business and financial review (continued)

Leveraging our strong capital position

The sustainability of our business model has helped us build a
strong capital position in recent years, with a capital surplus of
£1,454 million as at 31 December 2021 (2020: £1,231 million). This
enables us to invest in both organic and inorganic opportunities. In
2021 we announced three strategic acquisitions, namely River and
Mercantile’s solutions business; Cairn Real Estate; and Greencoat
Capital (subject to regulatory approval). As further explained in the
Group Chief Executive’s statement, these acquisitions support our
strategy of growing our capabilities in Solutions and Private Assets.
The impact of these acquisitions is not reflected in the year-end
capital position as the transactions were yet to complete at that
date.

Leading by example on climate change

Underpinning these strong results is our commitment to
sustainability. The Group Chief Executive’s statement sets out the
progress we have made in bringing sustainability into the heart of
the way we invest on behalf of our clients. We joined the Net Zero
Asset Managers initiative in 2020, which has now grown to over
200 signatories representing more than $57 trillion of assets,
underlining the important role that we as active asset managers
can play in tackling the impact of climate change to align to limit
global warming to 1.5°C. It is just as important that we lead by
example in the way we approach our own operations.

Further demonstrating our commitment regarding climate change,
we have become one of the first asset managers to have our
emissions targets approved by the Science Based Targets initiative.
These targets define our longer-term roadmap towards achieving
the goal of net zero emissions by 2050 or sooner. Further
information on this can be found on pages 32-34.
The year has demonstrated the importance of remaining focused
on our long-term goals. We have delivered growth in the
strategically important areas of private assets and wealth, while
continuing to build a resilient global operating platform and
advancing our work in sustainability. This has enabled us to deliver
a strong set of results and ultimately, deliver strong investment
performance for our clients as we accelerate positive change for all
of our stakeholders.

Our approach to tax
We aim to comply with both the spirit and letter of the law and
are committed to conducting our tax affairs in an open and
transparent way.
This means that we comply with our tax filing, reporting and
payment obligations globally. We also seek to maintain good
relationships with the tax authorities in the jurisdictions in which
we operate. This may take the form of discussing key
developments in our business and the potential impact of those
developments on the amount of tax we pay. From time to time,
our views on the appropriate tax treatment in any given
situation may differ from those of the tax authorities. Where this
occurs, we work constructively and proactively to achieve an
early resolution. We comply with the UK’s Code of Practice on
Taxation for Banks and are treated as ‘low risk’ by HM Revenue
& Customs.
We believe it is important that businesses behave responsibly
and build trust within society regarding their role and
contribution on tax. With this in mind, we support initiatives to
improve international transparency on taxation matters,
including the Organisation for Economic Co-operation and
Development measures on country-by-country reporting and
automatic exchange of information.

Our tax strategy, available at www.schroders.com/taxstrategy,
sets out our approach to tax matters across the Group more
generally. This strategy is reviewed and approved annually by
the Audit and Risk Committee.
Taxes borne by the Group include corporate income tax on the
profits arising in each country, indirect taxes such as value
added tax on our expenses and payroll taxes on our employees’
remuneration. The total tax borne by the Group in 2021 was
£308.9 million (2020: £245.9 million).
Companies also have an important role to play in collecting and
administering taxes on behalf of governments, where the cost
of tax is borne by others. This includes income tax and social
security payments deducted from our employees’ remuneration
and indirect taxes charged to our clients. These are taxes paid
in addition to the taxes we bear as a business, which are
referred to above. The total tax collected in 2021 was
£268.8 million (2020: £240.7 million). The combined taxes borne
by us as a business and the amounts collected by us on behalf
of tax authorities in 2021 was £577.7 million
(2020: £486.6 million).

Further information on taxes borne and collected can be found at
www.schroders.com/en/about-us/corporate-responsibility/our-economic-contribution
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Total
(excluding
joint Joint ventures
ventures and
and
associates)
associates

Private Assets
and
Alternatives

Solutions

Mutual
Funds

Opening AUM

46.1

192.3

104.2

159.8

502.4

72.0

574.4

88.6

Gross inflows

13.1

19.7

48.3

25.3

106.4

11.0

117.4

199.1

316.5

Gross outflows

(6.2)

(21.2)

(40.2)

(27.8)

(95.4)

(6.9)

(102.3)

(178.9)

(281.2)

Net new business

6.9

(1.5)

8.1

(2.5)

11.0

4.1

15.1

20.2

35.3

–

–

–

–

–

–

–

0.1

0.1

£bn

Investment returns

1

Closing AUM

Group Total

663.0

0.7

7.3

3.7

8.9

20.6

5.1

25.7

7.5

33.2

53.7

198.1

116.0

166.2

534.0

81.2

615.2

116.4

731.6
Shareholder information

1. Includes currency movements which decreased AUM by around £3.6 billion.

The following commentary provides a more detailed review of our
financial results and the development of our AUM, which is a key
driver of our performance.

Assets under management

Our AUM increased by £68.6 billion, or 10%, to close 2021 at a
record high of £731.6 billion (2020: £663.0 billion). We achieved
£35.3 billion of net inflows and generated investment returns, after
foreign exchange, of £33.2 billion for our clients.
In the Asset Management segment, AUM increased by
£31.6 billion, or 6%, to £534.0 billion at 31 December 2021
(2020: £502.4 billion). We generated £11.0 billion of net
new business.
Within Private Assets and Alternatives, we generated strong demand
in Schroders Capital which had net inflows of £7.4 billion, with
particularly strong growth across our securitised credit, private
equity and real estate capabilities. This excludes £2.5 billion of client
commitments in private debt funds where we only earn fees once
the capital is invested. These commitments will be recognised as net
new business as we deploy the capital.
We had net outflows of £1.5 billion in our Solutions business. This
principally reflects expected attrition of the Scottish Widows
mandate. Solutions remains a core part of our growth strategy as
underlined by the acquisition of River and Mercantile’s UK solutions
business, which will supplement our growth ambitions for this
business area.

We experienced net outflows of £2.5 billion in our Institutional
business, although this was more than offset by £8.9 billion of
investment returns we generated for our clients, net of
currency movements.
Our Mutual Funds business performed very strongly, with a high
level of demand on the back of good investment performance and
increased risk appetite at the start of the year. We achieved net
new business of £8.1 billion largely into equity products, and
generated £3.7 billion of investment returns for our clients.
Our Wealth Management segment also had strong growth in
AUM. We generated £4.1 billion of net new business in 2021,
with £3.1 billion from our Schroder Wealth business, and good
growth in both Benchmark and SPW. Growth in AUM was further
enhanced by the £5.1 billion investment returns we generated in
this segment.
Our joint ventures and associates also continued their positive
growth trajectory of recent years. Our existing ventures with Axis
Bank in India and Bank of Communications in China generated
combined net flows of £19.5 billion, with particularly strong growth
in higher-margin equity products.
The chart below shows how these movements drove the evolution
of our AUM (excluding joint ventures and associates) through the
year, resulting in a 15% increase in average AUM, the key driver of
our management fees.

Average AUM excluding joint ventures
and associates
650
2021 average
AUM £597.0bn

£bn

600
550

Average AUM up 15%
2020 average
AUM £520.8bn

500
450
H1 2020
AUM

H2 2020

H1 2021

H2 2021
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Business and financial review (continued)

Asset Management results

Asset Management net income before exceptional items was
significantly higher than the prior year at £2,138.0 million
(2020: £1,786.9 million), with net operating revenue increasing
17% to £2,043.1 million (2020: £1,747.2 million). This increase was
principally due to higher average AUM as a result of both robust
net new business and the investment returns we generated on
behalf of our clients.
Performance fees increased to £94.2 million (2020: £85.8 million)
as a result of our strong investment performance. Of these,
£12.1 million (2020: £0.7 million) were earned in Private Assets and
Alternatives, where strong investment performance also enabled
us to generate £31.9 million of net carried interest
(2020: £8.8 million). Real estate transaction fees grew significantly
to £11.1 million (2020: £3.4 million) as the number of property
transactions returned to more normalised levels following the
onset of the global pandemic. As a result, Private Assets and
Alternatives net operating revenue increased by 20% to
£350.7 million (2020: £293.3 million). The net operating revenue
margin excluding performance fees and carried interest was flat at
62 basis points (2020: 62 basis points).
Net operating revenue in our Solutions business grew 9% to
£276.4 million (2020: £253.0 million) as a result of higher
management fees due to higher average AUM. The net operating
revenue margin reduced in line with our expectations to 14 basis
points (2020: 15 basis points).
The growth in AUM in the Mutual Funds business area resulted in
management fees increasing by 20% to £811.6 million
(2020: £675.5 million). Net operating revenue therefore increased
to £815.0 million (2020: £686.4 million). Excluding performance
fees, the net operating revenue margin increased to 72 basis
points as a result of the change in mix of AUM towards higher
margin equity products (2020: 71 basis points).
In our Institutional business, management fees increased by 19%
due to higher average AUM and performance fees remained
robust at £78.7 million (2020: £74.2 million). This resulted in net
operating revenue of £601.0 million (2020: £514.5 million), an
increase of 17% on the previous year. The net operating revenue
margin excluding performance fees was stable at 31 basis points
(2020: 31 basis points).

Operating expenses before exceptional items increased to
£1,424.8 million (2020: £1,213.6 million). This reflects the increase
in the scale of the business. As a result, profit before tax and
exceptional items increased by 24% to £713.2 million
(2020: £573.3 million).
Exceptional items of £40.2 million increased by 35%, principally
due to higher acquisition related costs. After exceptional items,
profit before tax increased to £673.0 million (2020: £543.5 million).

Wealth Management results1

Wealth Management net income increased by 13% to
£433.7 million (2020: £382.7 million), as we generated good overall
growth in Schroder Wealth, Benchmark and SPW. Management
fees grew by £64.0 million to £373.1 million (2020: £309.1 million),
which more than offset a small reduction in net banking interest as
a result of the low interest environment. The net operating
revenue margin excluding performance fees reduced to 55 basis
points (2020: 56 basis points). This was principally due to lower net
banking interest and transaction fees.
Operating expenses before exceptional items were £305.1 million,
up 12% (2020: £272.2 million), in part reflecting the investment in
this strategic growth area including through the build-out of our
UK regional presence during the year. Profit before tax and
exceptional items increased 16% to £128.6 million
(2020: £110.5 million).
Exceptional items within Wealth Management decreased by
£13.9 million to £31.8 million mainly due to the acquired Cazenove
intangible assets becoming fully amortised in June 2021. The
remaining exceptional items mainly comprise costs incurred in
relation to acquisitions, including amortisation of other acquired
intangible assets. After exceptional items, profit before tax
increased to £96.8 million (2020: £64.8 million).

Group segment results

The Group segment comprises central management costs and
returns on investment and seed capital. Net income for the Group
segment decreased by £9.5 million to £48.6 million
(2020: £58.1 million). Costs in the Group segment increased to
£53.6 million (2020: £39.6 million) including charitable
contributions of £4.9 million (2020: £4.9 million). This resulted in a
loss before tax of £5.0 million (2020: profit of £18.5 million).

The growth in overall Asset Management net operating revenue
was further buoyed by an increase in our share of profits from joint
ventures and associates, which grew by 49% to £73.9 million
(2020: £49.5 million), with continued strong returns from our
long-standing venture with Bank of Communications in China.

Performance fees and carried interest
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Performance fees and net carried interest
3 year average performance fees and carried interest
1. The Wealth Management segment includes our proportional share of the income and expenses of SPW on an individual account line basis. The Consolidated
income statement includes our share of the post-tax profits of SPW within Share of profit of joint ventures and associates. A reconciliation between the two
different presentations is shown in the segmental note on page 109.
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Financial strength and liquidity

Other Asset Management
Total Asset Management
Wealth Management
Joint Ventures and
Associates
Total AUM

Total
£bn

13.5

–

13.5

–

520.5

520.5

13.5

520.5

534.0

3.7

77.5

81.2

–

116.4

116.4

17.2

714.4

731.6

Investment capital

0.8

Seed and co-investment
capital

0.7

Other assets

5.6

Total Group assets
excluding clients’
investments

7.1

Total Group assets

24.3

Within Asset Management, assets that are managed for clients are
not generally owned by the Group and are not recorded in the
Consolidated statement of financial position. However, certain
clients invest through life insurance policies that are managed by
the Life Company. The assets backing these policies are owned by
the Life Company and are included in the Consolidated statement
of financial position along with a matching policyholder liability.
Wealth Management principally provides investment management,
wealth planning and financial advice, platform services and
banking services. Those subsidiaries that provide banking services
are legally responsible for the banking assets and liabilities. They
are therefore included in the Consolidated statement of financial
position. The assets are managed to earn a net interest margin
with consideration of the liquidity demands that may arise from
clients.
Reflecting these structures, the Group’s total assets increased to
£24.3 billion at 31 December 2021 (2020: £21.7 billion). Excluding
those assets that form part of AUM, the Group’s total assets
increased to £7.1 billion (2020: £6.0 billion), principally due to both
the impact of a greater number of funds requiring consolidation,
and retained profits being held to meet increased working capital
requirements.

The Group’s liquidity and regulatory capital position remains
strong. Further information on this is set out in note 20 of the
financial statements.

Dividends

It is our policy to provide shareholders with a progressive and
sustainable dividend, targeting a payout ratio of around 50%. The
payout ratio is determined as the total dividend per share in
respect of the year, divided by the Group’s pre-exceptional basic
earnings per share. In line with this policy, and due to the strong
growth in profits for the year, the Board recommends a final
dividend of 85 pence per share (2020: 79 pence per share), an
increase of 6 pence per share. It means a total dividend for the
year of 122 pence per share (2020: 114 pence per share), up 8
pence per share representing a payout ratio of 50% (2020: 57%).
In setting the dividend, the Board has regard to overall Group
strategy, capital requirements, liquidity and profitability. This
approach enables the Group to maintain sufficient surplus capital
to take advantage of future investment opportunities while
providing financial security to withstand possible risk scenarios and
periods of economic downturn.
The distributable profits of Schroders plc are £2.8 billion
(2020: £2.9 billion). The Group’s ability to pay dividends is, however,
restricted by the need to hold regulatory capital and to maintain
sufficient operating capital to support its ongoing business
activities. Operating capital requirements include co-investments
with clients and seed capital investments in our funds to support
new investment strategies.
There are certain circumstances that could adversely impact the
Group’s ability to pay dividends in line with the policy. These
include a combination of significantly increased costs and a
prolonged deterioration in markets or performance leading to
reduced revenues and a consequential increase in the ratio of total
costs to net income.
Overall, I am pleased with these results which demonstrate
significant progress against our strategic priorities. We believe that
our focus on long-term goals and strong investment performance
continues to provide a sound platform for future growth.
Richard Keers
Chief Financial Officer
2 March 2022

Investment capital represents surplus assets held in excess of
operating requirements. It is managed in accordance with limits
set by the Board, with the aim of making a low volatility return.
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Statement of
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position
£bn

Not recorded
in the
Statement of
financial
position
£bn

Other assets support our ongoing operating activities in the form
of working capital, including assets that are inadmissible for
regulatory purposes.

Financial statements

The different forms of business that we conduct affect our total
assets and liquidity. Certain assets managed on behalf of investors
are recognised in the Consolidated statement of financial position,
while others are not. The following table sets out how these assets
are broken down between on-balance sheet assets and others that
form part of our total AUM.

As at 31 December 2021, investment capital is mainly comprised of
cash, cash-like funds and other funds managed by the Group.
During 2021, investment capital increased by £421 million to
£838 million (2020: £417 million) and our seed and co-investment
capital increased to £666 million (2020: £612 million).

Governance

The Group’s net assets increased by £339.8 million during 2021 to
£4,425.7 million (2020: £4,085.9 million).

WE LOOK
BEYOND
TOMORROW
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The climate emergency demands action,
and as an active investment manager we
are a catalyst for change.
We have a responsibility to manage the capital our clients
entrust to us and to protect it from the risks that climate
change poses.
Working with our portfolio companies, we can accelerate
positive change to a low-carbon world.
The values and standards that we ask of the companies in
which we invest also apply to our own business.
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Tackling climate change

OUR ROLE IN TACKLING CLIMATE CHANGE
We have set science-based targets for our investment activities and
operations to lead the transition to a low-carbon economy.
Addressing the risks posed by climate change will require huge
structural shifts in societies and economies, a source of both value
creation and destruction across industries, companies and
investment portfolios.
We have a responsibility to set out our path to net zero and deliver
investment performance for our clients over the longer term by
contributing to a sustainable future.

The scale of the challenge

Since the industrial revolution, greenhouse gas emissions have
risen with the growth of the global economy and there is
widespread scientific and political consensus that, unchecked, the
impact on our climate will be severe. Limiting global warming to
well below 2°C compared to pre-industrial levels will demand a
reversal of the carbonising impact of our economic journey in
under a generation. It is increasingly clear that investment
managers can be a catalyst for change.
Analysis by our economists of the implications of a climate
transition for potential economic growth in major economies and
financial markets has concluded that long run returns will be
materially different with climate impact taken into account. Every
economy, industry and company will need to plot a net zero path
to remain competitive.

Our carbon exposure and role in the transition

As an investment manager, our greenhouse gas emissions are the
result of two factors: our operations and the investments we
manage. The environmental impact of our own business
operations accounts for under 1% of the Group’s total greenhouse
gas emissions. Our operations principally generate emissions from
energy consumption in our buildings, our car fleet, business travel
and our supply chain.

1.5°C
science-based pathway

The remaining over 99% arise from financed emissions, which are
the Scope 1 and Scope 2 emissions generated by our investee
companies in their own operations. Currently, our financed
emissions principally include listed common stock, preferred stock
and corporate bonds (more than 60% of AUM), however we will
increase the scope of assets included in our financed emissions as
new methodologies are released.
We believe that as a Group committed to sustainability, we should
reduce our operational footprint and lead by example by setting
ambitious targets and actions. It is in our financed emissions,
however, where we have the opportunity to make the greatest
difference. Our role as an active investment manager gives us the
potential to drive significant change across multiple industries.
Our clients expect us to manage their capital in a way that
supports long-term investment performance, while protecting it
from climate risks. We seek value in the potential opportunities
created and aim to develop investment strategies that will help
clients meet their own investment and climate goals. By doing so,
we can deliver value for all our stakeholders and play a critical role
in influencing and accelerating decarbonisation in the real
economy.

Science Based Targets initiative (SBTi)

We have built on years of climate research, risk analysis and action
to establish a robust view of our current emissions. We are one of
the largest investment managers by AUM to have their targets
validated by SBTi. This will put us on a 1.5°C emissions reduction
pathway and help us reach net zero across our value chain by
2050, or sooner. Our Corporate Responsibility Committee, chaired
by our Group Chief Executive, recommends our climate change
strategy and monitors progress towards our science-based
near-term targets and net zero.

Net zero
by 2050 or sooner

Transitioning our clients’ investments
to deliver value over the longer term
Measure exposure
and realign our
clients’ investment
portfolios

Track and hold
investee
companies
to account

Take a solutions
approach to
net zero

Align portfolios to a 2.2ºC pathway by
2030 and 1.5ºC by 2040

For more information on our climate transition action plan,
see www.schroders.com/ctap
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Transitioning our operations
to lead the way and have impact
Apply
site-specific
actions and
electrify
car fleet

Install, buy
or influence
renewables

Promote online
collaboration
and challenge
travel

Encourage
and support
suppliers to
set targets

Reduce Scope 1
and 2 emissions
by 46% by
2030*

Achieve 100%
renewable
electricity by
2025

Reduce
business travel
emissions by
50% by 2030*

67% of
suppliers**
to set SBTs
by 2026

* From a 2019 base year ** by emissions

In the past few years, we have seen an increase in the number of
climate-related shareholder resolutions submitted to companies’
AGMs. There is increased scrutiny over the way in which we vote in
these resolutions. We have adopted a ‘support or explain’
approach to environmental shareholder resolutions aiming to vote
for where they align with our sustainability agenda. Our voting
records, along with our rationale, are available via our website1.

Developing climate products and solutions

Prioritising active engagement

We can use our voice and influence to propel companies to
establish detailed transition plans and require them to
demonstrate near-term delivery of goals. An engagement strategy
is more challenging than simply reallocating investments to
low-carbon sectors, but we have a responsibility to engage with
the companies facing the most pressure to decarbonise, and by
doing so we believe we can create more value for our clients.

This year we launched a number of new strategies targeted on
climate action, including our first fixed income climate-focused
solutions. These latest additions to our climate-focused products
identify companies that are leading the way in reducing carbon
emissions, both in the scale of their future commitments and
timeframes to achieve them. We seek to identify the companies
that will obtain a competitive advantage from their climate
transition.

During 2021, climate was one of the key topics that we engaged
with companies on. Across our business, we had more than 450
engagements on this subject. This included the letter our Group
Chief Executive wrote to FTSE 350 companies, urging them to
publish detailed plans for how they intend to transition their
business towards net zero emissions by 2050.

We understand that our clients are all at different stages of their
net zero transition journey. This is why we are building out our
climate solutions approach by expanding the options available to
our clients and ensuring we provide products that not only look to
reduce carbon emissions but also products that contribute to
environmental or nature-based solutions.
1. www.schroders.com/ao

Our solutions
Reducing GHG emissions

Area of future innovation
Contributing to environmental solutions

Designed for clients that want to
support the transition to net zero.
These solutions invest in companies who
are actively transitioning to a lowercarbon business model and are reducing
their exposure to greenhouse
gas emissions.

Designed for clients who want to
contribute to environmental solutions.
We do this by investing in companies that
have products and services that actively
contribute to specific climate-related
outcomes through technological
development and innovation.

Designed for clients who want to
invest in our nature based solutions.
We recognise the important role they will
play in mitigating climate risk. We focus
on analysing natural capital assets and
identify the best way to maximise carbon
capture and sequestration.

Comprises our Sustainable solutions
(Article 8 under SFDR) and includes
strategies such as Global Climate Change
and Global Climate Leaders

Comprises our Impact Goals solutions
(Article 9 under SFDR) and includes
strategies such as the Global Energy
Transition, Global Cities and BlueOrchard
Emerging Market Climate Bond

Comprises our investment in Natural
Capital Research where our aim is to
provide access to conservation projects
through high quality carbon credits that
benefit local communities.
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We recognise a growing awareness and demand from our clients
for climate-focused products. We have responded to this demand
for many years by offering products which contribute to the
reduction of carbon emissions, or those which actively commit to
rapid decarbonisation. We continue to expand the options for
clients, benefitting from the growth in those markets.

Financial statements

However, we continue to look forward and during 2021 we
established our long-term strategy to work in partnership with our
clients to transition the assets we manage to net zero by 2050 or
sooner, focusing on three elements: prioritising active
engagement; holding companies to account; and continuing to
develop climate products and solutions.

Holding companies to account

Governance

The largest part of our exposure to carbon emissions comes from
the investments we manage for our clients, equating to
35.4 million tCO2e. In 2021 our total Scope 1 and Scope 2 carbon
emissions associated with our investments decreased by 4.6%
year-on-year, and our exposure to carbon-intensive companies,
Weighted Average Carbon Intensity (WACI), fell 7.4% year-on-year
to 163.61 tCO2e/$m of investee company revenue. Moreover, we
have seen an upward trend in data quality during the year.

Strategic report

Our clients’ investments

Tackling climate change (continued)

Our operations
Reducing energy consumption in our properties
and fleet

In 2021, our operational emissions (Scope 1 and 2) decreased by
14% compared to 2019, but did however increase by 10% from
2020. The increase this year is primarily due to a one-off accidental
release of two fire suppression units. Excluding this incident, our
emissions have decreased by 4%. Reduced occupancy of our
offices continued through 2021 due to the ongoing pandemic
leading to lower energy consumption. Additionally, we achieved
improved energy efficiency across our larger properties as part of
the measures we implemented following ISO 14001 certification,
the international standard for effective environmental
management systems.
We have increased the percentage of renewable electricity
used across our global offices from 50% in 2019 to 84% in 2021.
We are a member of RE100 and have committed to sourcing 100%
renewable electricity for all of our owned and leased properties
by 2025.
With new emissions reduction targets to meet, we are drawing up
site-specific action plans. These will include further energy
efficiency measures, building on known and emerging good
practice, and will take advantage of emerging technologies. As we
look to electrify our buildings to reduce the use of fuel sources,
including gas, our renewable electricity plan will become more
important. We will look at opportunities to install onsite renewables
and continue our progress in sourcing 100% renewable electricity.
In 2021, our homeworking emissions decreased from 1,838 tCO2e
in 2020 to 480 tCO2e. This is due to an improvement in our
methodology as we captured the number of employee homes that
use gas or cooling energy. Our data shows that fewer of our
employees’ homes used gas than estimated in 2020. The decrease
in emissions has also been driven by a reduction in average time
working from home per week. We will continue to develop
and monitor this emerging category of greenhouse gas
emissions reporting.
We have also set ourselves a new target to transition our car fleet
to fully electric by 2030.

Reducing our footprint from business travel and
suppliers

Our corporate value chain emissions (Scope 3 categories 1-14) are
almost 40 times larger than our energy-related emissions (Scope 1
and Scope 2). As 98% of our operational Scope 3 emissions arise
from our business travel and supply chain spend, we have
therefore chosen to set additional targets for these areas. We will
engage and support our people and suppliers in joining the net
zero journey with us.
Our business travel emissions have decreased by 92% compared
to 2019 and by 54% compared to 2020 due to the impact of the
pandemic on global travel. We do anticipate these will bounce back
to a certain extent once travel restrictions are lifted.
Our target is a 50% reduction in business travel by 2030, from a
2019 base year. Our Travel policy requires justification for business
travel and we will continue to invest in communication
technologies so that our employees can meet and collaborate
effectively online.
In 2021, 45 of our suppliers have set science-based targets,
compared to five in 2019. This increase reflects the current
momentum in the market of companies making climate
commitments.
Starting this year, we will engage with our suppliers to understand
their existing sustainability targets and commitments and support
them in setting science-based targets through information
sharing, guidance and collaboration.

Climate neutral operations and the role of carbon
offsetting

Our primary focus is on our decarbonisation plan, leveraging our
own actions and influence to reduce greenhouse gas emissions.
However, we believe that as we go through our transition process,
there is a role for carbon offsetting both to compensate for
emissions that will still be released on our transition pathway and
to neutralise residual emissions for net zero. As such, we continue
to operate our business on a climate neutral basis, buying carbon
credits equivalent to our greenhouse gas emissions (except
supplier and financed emissions where we have engagement
targets).

Transparency and accountability

“For us and our industry, the
disruption from climate
change is creating new risks
and new opportunities.
Understanding the data on
both is key.”
PETER HARRISON, GROUP CHIEF EXECUTIVE
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We believe in the power of corporate transparency and
accountability to help drive action across the economy. On behalf
of our clients, we hold the companies we invest in to account. We
also believe in leading by example and seek to report and disclose
our own progress as transparently as possible.
We align our reporting to the Task Force on Climate-related
Financial Disclosures (TCFD) and submit the annual CDP climate
change questionnaire, in which we achieved a leadership level score
of A- for our most recent (2021) response. Our science-based
targets have been validated by the SBTi. Schroders is proud to be
one of the first three asset managers to have their targets validated.

Strategic report

The below information outlines our metrics related to the greenhouse gas emissions generated from both our
operations and investments.

Governance

Our operations

Energy consumption (kWh)
488

Cars (company-owned or leased)

419

366

326

Fugitive emissions

1,028

240

296

Total Scope 1 emissions

1,980

988

1,110

Electricity (location-based)

3,438

3,863

5,034

470

493

684

3,908

4,356

5,718

593

1,114

2,571

Purchased heat (location-based)
Total Scope 2 emissions (location-based)
Electricity (market-based)
Purchased heat (market-based)

470

493

684

Total Scope 2 emissions (market-based)

1,063

1,607

3,255

Business travel

1,722

3,713

21,852

231,004

225,941

229,632

3,954

3,097

5,106

Supply chain (categories 1, 2 and 4)
Other
Total Scope 3 operational emissions

236,680

232,751

256,590

Total operational emissions (location-based)

242,568

238,095

263,418

1.04

0.96

1.27

84%

75%

50%

Metrics
Scope 1 and 2 emissions (tCO2e) per employee

Renewable electricity consumption (RE100)

Our investments
Greenhouse gas emissions (tCO2e)
Financed emissions (Scope 1 and 2)

35,448,064 37,171,418 39,056,268

Metrics**
Financed emissions (tCO2e) per £m of AUM

94.68

106.43

WACI (tCO2e per $m of investee
company revenue)

163.61

176.72

N/A

Portfolio temperature score (oC)

2.82

2.85

2.92

* Prior year numbers have been re-presented.
** Relate to Scope 1 and 2 financed emissions, for more information, see our TCFD report
(www.schroders.com/tcfd).

126.51

2021
63%

37%

20,952,475

65%

35%

21,254,118

2020

2019
26,265,797

30%

70%

Scope 1 and 2 emissions (tCO2e)
2021
43%

57%

Market-based

2019*

382

3,043

2020
35%

65%

2,595

2019
4,365

45%

55%

2021
Location-based

2020*

533

Shareholder information

2021

Building-related gas and fuel

Financial statements

Greenhouse gas emissions (tCO2e)

65%

35%

5,888

2020
62%

38%

5,344

2019
68%

32%

6,828

UK operations
Outside UK operations

Additional information
Reporting period

The reporting period is 1 January to 31 December inclusive.

Baseline year

We have chosen 2019 as our baseline year as it is a reasonable representation for our business.

Reporting boundary

The financial control boundary approach has been applied to our greenhouse gas inventory, which follows our accounting
consolidation approach. No category of emissions has been excluded from this boundary. Scope 3 Categories 9, 10, 11, 12 and 14
have been assessed and are not relevant to our business. Scope 3 Category 15 has been defined below under financed
emissions.

Emission factors

We have used a variety of greenhouse gas conversion factors for calculating our emissions. Emissions factors are determined by
the emissions source and the emissions location so that the most accurate factor is applied. Sources of emissions factors used
are: Defra, IEA, EPA, EPA eGRID, CGGI, NGA, Green-e.

Reporting
methodology

We have reported on the emissions sources required under the Companies Act 2006 Strategic Report and Directors’ Report
Regulations 2013. We followed the requirements of the Streamlined Energy and Carbon Reporting (SECR). We comply with the
requirements of the Task Force on Climate-related Financial Disclosures. We report our global emissions inventory using the GHG
Protocol Corporate Standard, the GHG Protocol Scope 3 Calculation guidance, the GHG Protocol Corporate Value Chain (Scope 3)
Standard and the Global GHG Accounting and Reporting Standard for the Financial Services Industry.

Metrics

We have used these metrics as they are common business metrics for our industry sector.

Average employees

The average number of employees for our reporting period are: 2021: 5,650, 2020: 5,556, and 2019: 5,359.

Financed emissions

Financed emissions represent the Group’s emissions from common stock, preferred stock, corporate bonds, REITs and ETF exposure,
which makes up over 60% of our AUM excluding associates and joint ventures. This is due to the lack of available greenhouse gas
accounting methodologies.

Data restatements

As part of our SBTi submission, the Group undertook an inventory review of its greenhouse gas emissions in 2021. The reported
emissions for 2019 and 2020 have been restated following this review taking into account hotels and taxis in business travel,
fugitive emissions and a number of data improvements.

Base year
recalculation policy

We have used 2019 as the base year for our greenhouse gas emissions calculations. In order to accurately track progress
towards our greenhouse gas targets, we will adjust the base year to account for significant changes such as structural changes,
calculation methodology changes, or data errors.

Independent
assurance

Incendium Consulting Ltd provided assurance over all of our operational emissions. This assurance was provided in accordance with
AA1000AS (2008) Type 2 assessment.
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Tackling climate change (continued)

Task Force on Climate-related Financial Disclosures
Summary disclosures

The following summary read together with our detailed report, which can be found on our website1, is our response to, and is consistent
with, the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). These disclosures set how the Group
incorporates climate-related risks and opportunities into governance, strategy, risk management, metrics and targets and how we are
responding to the expectations of our stakeholders.
We have produced a supplemental detailed TCFD report to provide a more comprehensive and tailored view for our stakeholders.
The summary disclosure below should therefore be read in conjunction with our TCFD report.

Governance
Disclose the
organisation’s
governance around
climate-related risks
and opportunities.
Read more on
pages 5–10 of our
TCFD report.

The Board of Schroders plc has collective responsibility for the management, direction and performance of the
Group, and is accountable for our business strategy. We embed climate-related risks and opportunities into our
strategy. In discharging their Directors’ duties, the Board is therefore ultimately accountable for the oversight of
climate-related risks and opportunities that could impact our business.
The Group has a well-defined governance framework based on delegated authority. The Board has reserved
certain matters to itself and has also delegated specific responsibilities to Board committees, notably the
Nominations Committee, the Audit and Risk Committee and the Remuneration Committee and also to the Group
Chief Executive. The Group Chief Executive is responsible for proposing the strategy for the Group and for its
execution. Through this framework the Board receives regular briefings on sustainability matters including
climate-related issues.
Our Corporate Responsibility Committee advises and assists the Group Chief Executive, who chairs the
Committee, in discharging his responsibilities regarding corporate responsibility which includes climate-related
issues. Our climate targets are managed in this forum with progress reported to the Board.
For a number of years, our executive Directors have had sustainability-related measures included within their
annual bonus scorecard. The measures are reviewed each year by the Remuneration Committee to align with
our key priorities.

Strategy
Disclose the actual
and potential impacts
of climate-related
risks and
opportunities on the
organisation’s
businesses, strategy,
and financial
planning where
such information
is material.
Read more on
pages 11–33 of our
TCFD report.

The climate-related risks to our investee companies include the physical risks from climate change affecting their
operations, and transition risks from the move to a net zero economy affecting their business proposition. These
outcomes could negatively impact security valuations, which in turn would put our investment performance at risk.
Fortunately, opportunities arise in sectors that stand to benefit from the transition to a net zero economy, such as
those focused on energy efficiency, renewable energy infrastructure, or climate change resilience/adaptation.
We identify these climate risks through our proprietary Climate Risk Toolkit and act to respond to those risks, in
particular through company engagement and voting activities. By using five different transition and physical risk
scenarios to assess the impact of climate on our client’s assets (including under a 1.5°C, 2°C and Nationally
Determined Contributions scenarios) we can direct our climate-related engagement efforts to where they will be
most effective.
Our climate change strategy is to continuously develop our Climate Risk Toolkit to effectively measure risk
exposure and identify opportunities, to track and hold companies to account through engagement activities, and
to offer client solutions aligned to a net zero pathway. The primary focus of our climate-related engagement
strategy will be to drive adoption of and adherence to science-based targets by our investee companies. By
doing so, we can use our position as a global investment manager to drive positive change across multiple
industries. We know that there is demand from many clients for opportunities to invest in climate solutions and
we continue to expand the options available. Our climate solutions framework is designed to help our clients
tackle the climate challenge, whether by reducing greenhouse gas emissions or by actively contributing to
environmental solutions.
For our own operations, we measure the physical risks on our owned and leased offices against multiple risk
indicators, which review both acute risks (e.g. wildfire hazard) and chronic stresses (e.g. air quality). Outputs from
our assessments will then inform the prioritisation of site-specific target setting which are managed by business
functions. Transition risks include increased costs to implementing low-carbon technology, increased regulatory
requirements, and reputational risks associated with not responding to climate change appropriately. Transition
opportunities include increases in energy efficiency and renewable electricity for our owned and leased offices and
the subsequent decrease in greenhouse gas emissions.
We have set science-based targets for our operations and will continue to be climate neutral as we transition to
net zero. We will look to align with the SBTi’s net zero standard. We will also encourage and support our supply
chain to join the net zero journey with us.

1. www.schroders.com/tcfd
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Strategy continued

Our revenue assumptions consider the expected impact of product development activity, changes in client
behaviour and other movements in AUM and pricing due to climate change or other factors. Our expense and
funding assumptions consider the potential impact of planned investment and other changes in the business.

Risk Management
Disclose how the
organisation
identifies, assesses,
and manages
climate-related risks.
Read more on
pages 34–39 of our
TCFD report.

The Risk Assessment section on page 51 sets out how we identify, assess and manage risk. Climate change risk
management has been embedded into our existing risk management processes across the Group. The Board is
responsible for the management, direction and performance of the Group, and is accountable for our business
strategy. Climate-related risks are embedded within our strategy and therefore, in discharging its responsibilities,
the Board is ultimately accountable for the oversight of climate-related risks that could impact the business.
We use both a ‘top down’ and ‘bottom up’ approach to identifying and assessing the key risks across the Group.
Given the importance of climate-related risks to our business, ‘ESG risk including climate change’ has been
identified as one of our key risks. This means it has been assigned to a Group Management Committee (GMC)
member who is responsible for ensuring it is mitigated effectively or actions are underway to address it. It also
means it has a risk appetite statement, approved by the Board, which enables us to provide an assessment of
risk position against risk appetite on an annual basis, and monitor performance of this risk throughout the year.
Our risk appetite focuses on the commitment to running our global operations on a climate neutral basis;
ongoing development of investment tools to help fund managers to better measure and manage climate-related
risks within their investments; development of climate-friendly products; and engagement with clients on their
requirements and with investee companies and policymakers.
Climate risks are managed in accordance with our three lines of defence model. The heads of each business
area take the lead role in identifying, assessing and managing risks, including those relating to climate, with
independent monitoring carried out by the second line of defence (for example, through the review and challenge
of climate risk by our second line Investment Risk team), and Internal Audit provides independent assurance over
the operation of controls, which includes those implemented to manage climate change. We recognise that
climate change is a pervasive risk across many of our key risk types (for example, Conduct and Regulatory risk,
where any failure to meet the range of climate-related regulatory requirements being implemented globally
may result in regulatory sanction). At a more granular level, heads of business areas across the Group are
responsible for identifying these climate-related risks and assessing their impact on their business areas and
functional responsibilities.
We analyse potential climate risks through the lens of both physical and transition risks over the short, medium
and long-term and via a range of proprietary tools and metrics we have developed. Many of our key processes
have been adapted to incorporate climate change risk including our approach to investment research and
decision-making, product development process, active ownership and engagement with our investee companies,
and ongoing assessment and monitoring of our own operations.

Metrics and Targets
Disclose the metrics
and targets used to
assess and manage
relevant climaterelated risks and
opportunities where
such information
is material.
Read more on
pages 40–50 of our
TCFD report.

We use a number of metrics and targets to track progress against our climate change strategy to ensure that
we are responding appropriately to the climate-related risks and opportunities facing our business.
See our metrics, progress to date and an outline of our strategy in achieving those targets on pages 32-35.
In line with SECR requirements, we have also listed out our Scope 1, 2 and 3 greenhouse gas emissions on the
same pages.

Schroders Annual Report and Accounts 2021

37

Shareholder information

The Group also conducts an assessment of the key risks facing its business. As a core element of this
assessment, stress testing is performed on the Group’s five-year business plan. The stress scenarios include
consideration of climate change risks, incorporating deterioration in the value of our AUM (e.g. due to transition
and physical risks crystallising earlier than expected) and the impact that reputational damage could have on net
new business. For 2021, we incorporated the output from our investment scenario analysis to determine the
potential impact of climate change on our AUM over the forecast period. In the short-term, the most significant
stressed impact relates to transition risk as a result of early policy action by governments. The conclusions from
these assessments form the basis of our Viability Statement which can be found on page 55.

Financial statements

The Group’s strategic and financial planning process includes a detailed review of the business model and key
planning assumptions. It is led by the Group Chief Executive and Chief Financial Officer in conjunction with
management teams with the outlook most recently updated in March 2022. The business planning process
considers the longer-term headwinds that may materially impact the Group and assesses the need for business
model changes. This includes consideration of the potential impact of climate change on the Group.

WE LOOK
BEYOND
EXPECTATIONS
We see potential and act on our ambition
to accelerate positive change.
Change for the better is embedded in our purpose. With every
decision, we consider the impact on people. We continue in our
ambition to build an inclusive workplace for our employees and
create opportunity across society.
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People and society

FOSTERING AN INCLUSIVE
WORKPLACE CULTURE
We aim to help clients meet their long-term financial goals.
Succeeding is driven by our people.
Our focus on people and culture

Achieving excellent investment performance for our clients
depends on the active management decisions that our employees
make every day. That is why our success is built on the strength of
our culture and our ability to attract and retain outstanding people.
We prize our reputation as an employer of choice and our focus is
on empowerment and inclusion. We allow all individuals to have a
voice in shaping our culture and believe that it is essential for our
employees to be able to thrive every day.
We announced a number of new acquisitions during the year and
expanded our existing capabilities in some key growth areas. While
the scale and structure of our business has grown, we made it a
priority to protect our distinctive culture and values, which are a
source of strength.

OUR VALUES
We strive for excellence

Being good at what we do is a powerful way
to create value for all our stakeholders and
secure a long-term future for our business.

Inclusion and diversity are priorities for all of our stakeholders and
they are increasingly becoming themes that run through all of our
people initiatives.
A number of social justice movements that have intensified moral
concerns about the overall impact of businesses in society, lent
urgency to engaging more deeply and directly with our employees.

Our people around the world
57%

17%

7% 19%

UK
Europe, Middle East and Africa
Americas
Asia

IN 2021:
• We won Large Employer of the Year at
the FTAdviser Diversity in Finance Awards.

• Peter Harrison was voted a Top 50 CEO
with 96% approval rating on Glassdoor.

We promote innovation and
teamwork

• Amy Cho and Garth Taljard were recognised
for the second year as executive sponsors in
the top 100 LGBT Executive Allies list.

We challenge how things are done,
anticipate future opportunities and
understand that to deliver value takes
collaboration and a healthy respect for
individual skills.

• We signed the Black Talent Charter,

We have passion and integrity

• We are recognised for being among the

We are realistic about what we can achieve,
but are ambitious too, approaching
everything we do with energy and drive.
This sits alongside an openness and
responsibility to deliver on our promises.

a pledge to help solve the endemic underrepresentation of black professionals in
finance.

Top 75 Employers in the Social
Mobility Employer Index.

• We retained our spot in the Bloomberg
Gender Equality Index

for the fourth consecutive year.
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Leading with inclusion

We strive to make well-informed, data-driven decisions when it
comes to inclusion and diversity and believe that transparency
around our progress is essential.
Our data shows us the progress we have made and allows us to
set ambitious but realistic targets. Senior managers have
responsibility for closing the gaps in representation.

Gender diversity
Schroders plc Directors

2021

Female
6 (50%)

Male
6 (50%)

Senior management1

Female

Male

5 (45%)

6 (55%)

2021

Female

Male
755 (67%)

2020

Female
358 (31%)

Female
331 (33%)

Male
662 (67%)

2021

2020

Female

Female

Male

327 (33%)

36 (28%)

674 (67%)

Male
93 (72%)

2020

Female
31 (24%)

Male
97 (76%)

All employees3

Total senior management

367 (33%)

2021

2020

Subsidiary directors2

Male
781 (69%)

2021

Female
2,403 (42%)

Male
3,347 (58%)

2020

Female

Male

2,283 (41%)

3,288 (59%)

1. Senior management includes members of the GMC, the direct reports of the GMC and the direct reports one level below that, in each case excluding
administrative and other ancillary roles. The data excludes executive Directors and includes some people who are also subsidiary directors.
2. Other subsidiary directors comprises directors of subsidiaries who are not classified as senior management.
3. All employees includes permanent and temporary staff.
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Driving accountability

We have a focus on training, career development and progression,
and all employees are given opportunities to build their skills and
experiences with us as part of our pledge to make Schroders an
inclusive organisation. We have broadened our focus beyond
gender inclusion and where possible, with the permission of our
employees, we collect data on age, disability, ethnicity, faith,
gender, sexual orientation and socio-economic background to
better understand the make-up of our workforce and those
applying for jobs. Our strategy and actions are guided by the data
we collect from our employees and the benchmarking initiatives
we are involved in.

Financial statements

At every stage of the employee lifecycle, we assess our approach
and make changes to build an inclusive organisation. This happens
from the very first touchpoint with an individual, from recruitment
through to development, progression, employee engagement and
reward.

Given the growing expectations of many of our stakeholders and
to meet our pledges, we are now aiming for 35% female
representation in senior management by the end of 2023.

Governance

We are committed to providing equal employment opportunities
and combatting all forms of discrimination. In keeping with our
Equal Opportunities policy, we give fair consideration to all
employment applications, including those from disabled people,
considering their particular aptitudes, skills, behaviours and
abilities. If employees become disabled, we continue to employ
them wherever possible, with re-training if necessary.

People and society (continued)

Workforce Diversity

We are proud to have published our Workforce Diversity Report1 in
2021. This is an important step in sharing an update on our
progress towards a more diverse workforce.
We have an equal split of male and female representation at Board
level and 17% of our Board is from an ethnic minority and we
comply with the recommendations of the Parker Review. This year
we also introduced Board-approved ethnicity targets, including a
16% target for employees in the UK by the end of 2023. For
representation of ethnicity and for our gender and ethnicity
targets globally see our Workforce Diversity Report. Our Board sets
and reviews these targets on an annual basis, as well as reviewing
the succession plans for all our critical roles globally. These are also
reviewed from a gender and ethnicity perspective.

“With the publication of
the Workforce Diversity Report,
I am determined that Schroders
will take a lead in being
transparent about where we are
doing well and where we need
to do better.”
PETER HARRISON, GROUP CHIEF EXECUTIVE
Workforce Diversity Report 2021
Promoting allyship

We believe that inclusion matters for all employees, not only for
people in under-represented groups. Throughout October, we ran
a series of globally accessible events and activities focused on the
theme ‘allyship’, educating employees on how to actively call out
inequality and build equity. We track employee take-up of our
inclusion-related e-learning topics and have seen an increase in
engagement.

Equipping managers to support employees
through change

We recognise the critical role our managers play in building an
inclusive culture and coaching their teams to deliver great
performance. Previous pulse surveys have indicated that there are
opportunities for us to increase manager capabilities and to create
a more consistent employee experience.
The key skills managers need today continue to evolve, however
they include building resilience and demonstrating empathy and
vulnerability. A new programme, Lead to Win, introduced essential
skills in this context. The experience equipped managers with the
critical skills to spot possible burnout early and to create a team
culture in which everyone will feel included.

The voice of our employees

Collecting comprehensive feedback helps us to drive strong
employee engagement and improve communication and
collaboration. We have put emphasis on developing the ways that
we listen, engage and collaborate.

1. www.schroders.com/wdr
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95%

of employees are proud to be associated with
Schroders

In 2021, we ran three global pulse surveys to identify key trends in
the experiences of our employees. We also continue to collect
feedback from employees when they join the organisation and
when they leave, via an external provider. This, along with input
from external organisations like Glassdoor, helped to inform our
people strategy.
The Global Employee Forum (GEF) allows us to further gather the
views of our people across the firm. The Forum provides a better
understanding of important issues such as training and
development, performance appraisals and employee opinion
surveys. Ian King, as Senior Independent Director, chairs the GEF
to provide a direct link between our employees and the Board. The
GEF has played an important part in changes to our performance
management framework. As part of the design work, we shared
the new ratings descriptions with the GEF before launching them
more widely. We were able to get a sense of how they would be
received and understood by employees and if we had missed
anything in creating them.

88%

of employees agree that people are treated with
fairness and respect

A number of different initiatives have supported our employee
engagement. We created a video about flexible working aimed at
all employees globally. Roundtables were set up by the Gender
Equality Network and hosted by Emma Holden, Global Head of
Human Resources, to understand first-hand the experiences of
mothers returning to work during or just before the pandemic.
Themes explored included some of the challenges of becoming a
parent and opportunities to better support our people.

Awareness and understanding of company
performance

Keeping our employees informed about factors that affect the
strategy and performance of the company is a priority. Our Group
Chief Executive has continued to give regular podcasts to update
employees on organisational change, such as acquisitions. He also
shares accessible updates on company performance coinciding
with the release of annual and half year results. Employee
feedback indicates that the updates have continued to engage and
motivate employees globally. Annual, town hall meetings about
performance and strategy are accessible to all employees globally
in multiple formats.

Strategic report

Opportunities for our people to develop and grow

Promoting allyship

Over 1,000

employees completed the digital workout ‘Building
Bridges’ to help employees recognise and combat all
types of exclusion (up 42% from 2020).

Rewarding our people

To better align our rewards to our values, we made changes to our
performance ratings. Employees receive ratings on business and
behavioural excellence (focusing on Schroders’ values) and for
managers, how well they meet our expectations of their
contribution as a manager. A conduct rating is also included.
Competitive benefits and remuneration that reflect each
employee’s individual performance as well as that of the business,
are critically important to develop and retain our people and
maintain our ongoing success. Our approach is explained in the
Remuneration report on pages 77-99.

Learnfest

In June, our annual Learnfest brought together internal and
external speakers to host interactive sessions over several weeks,
designed to increase business knowledge and build new skills to
help us respond innovatively to challenges. We combined
Learnfest with #CollectiveAction, to launch a global ‘Better You,
Better World’ campaign, bridging volunteering, career and learning
experiences. Our aim is to embed volunteering into our culture,
and provide opportunities for employees to make a social
contribution, whilst also learning and developing their careers.
From Thriving Under Pressure, to Career Resilience and Creating
your Growth Mindset, a total of 47 sessions were attended by 685
employees worldwide.

Data Academy

Data Academy is a structured learning experience designed to
upskill people in data analytic techniques and gain an
apprenticeship qualification in the process.
Supported by instructors throughout, this helped trainees resolve
issues from the course and has helped to challenge them to find
practical applications for their skills within their roles.
This is one of a number of initiatives to equip our employees with
critical skills for the future.

Mental health and wellbeing

The uncertainty and disruptions of the last two years reinforced
the importance of mental wellbeing and it is at the forefront of
what we do. We believe in the importance of having the
appropriate skills within the organisation to support those
experiencing mental health problems. A number of initiatives, led
by employees, supported this priority, including Mental Health
Awareness Week and the continued roll-out of our Mental Health
First Aiders programme.

Schroders Annual Report and Accounts 2021

43

Shareholder information

Creating a truly inclusive culture at Schroders is at the centre of
our people strategy. We believe that attracting and retaining
talented people and offering an environment where they can
thrive, is integral to growing a sustainable and successful business.
In 2021, 73% (2020: 66%) of all employees at Schroders accessed
an online course.

Financial statements

of our people believe Schroders recognises and values
diversity among its employees

Governance

84%

“The uncertainty and
disruptions of the last
two years reinforced
the importance of mental
wellbeing and it is at the
forefront of what we do.”

People and society (continued)

WORKING IN PARTNERSHIP
TOWARDS A FAIRER SOCIETY
We have both the responsibility and the influence to accelerate
positive change for our stakeholders.
Accelerating positive change

We recognise that the scale of the investments we make on behalf
of our clients gives us an important position of influence in society.
As an employer and a prominent FTSE 100 company, we take our
commitments and responsibilities seriously to direct that influence
with care and purpose.
We apply the same high standards we set in our business to the
companies we invest in. A number of our programmes and
initiatives, driven by the ‘People’ pillar of our Corporate
Responsibility strategy, are aimed at promoting equality by
focusing on inclusion, wellbeing and social mobility. We use our
influence as an active investment manager to drive positive social
change and prioritise corporate programmes that engage
employees in improving outcomes for the communities around us.

Our commitments and responsibilities

As a signatory to the United Nations Global Compact (UNGC) we
are aligned with its ten principles, under four key areas of human
rights, labour, environment and anti-corruption. By acting on these
issues, we advance broader global priorities, including those set
out in the UN Sustainable Development Goals (SDGs). For example,
our focus on inclusion within the workplace and wider society (SDG
10 Reduced Inequalities) and our role in tackling climate change
(SDG 13 Climate Action). We have also produced a Sustainability
Accounting Standards Board (SASB) aligned disclosure.
We take our responsibility to respect human rights seriously, as an
employer, a buyer of goods and services and as an investment
manager. Our Modern Slavery and Human Trafficking Statement
assesses and manages the risks of modern slavery practices in our
operations, supply chain and investments1.

93%

of employees agree that Schroders supports and
values its corporate responsibility role in society
(global employee pulse survey)

Society and our role as an active investment
manager

The contribution to society of the companies and assets we invest
in is critical to their licence to operate and long-term sustainability.
By using tools such as SustainExTM to analyse companies’
exposures and engagement on topics such as human rights,
diversity or access to basic services, we aim to use our influence to
strengthen their business models.

1. http://www.schroders.com/human-rights
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We have a record of engaging with companies on diversity
because we believe it’s important for their long-term strategy and
success. Our focus has often been on gender diversity, but as we
look forward this will shift to include workforce and board-level
ethnic diversity. For example, in 2021 our Group Chief Executive
wrote to FTSE 100 chairs regarding the actions they have taken
following the recommendations of the 2016 Parker Review.
We carried out over 400 engagements with companies on social
issues, including several auto companies to understand how they are
preparing their workforce for rapid electrification and digitisation.

Products targeting social priorities

By developing funds and investment strategies to target social
outcomes, we help our clients to align their social priorities and
investment goals.
We launched several funds targeting social outcomes, such as
improving economic conditions, employment with training, access to
finance, quality housing, clean energy, education and healthcare.

Our corporate programmes

Our community investment programme is centred on improving
the futures of the people and communities around us, with a
particular emphasis on promoting equality.
We donated £4.9 million in total to charitable causes around the
world (2020: £4.9 million), £0.7 million of which was outside the UK
(2020: £0.8 million).

Schroders Giving partnerships

We provide grants to charity partners on the topics of inclusion,
disability, social mobility and mental health. Our priorities are
providing opportunities for students from low-income
backgrounds and supporting those with a disability, mental health
challenges or those at risk of going to prison.
Each partnership offers our employees opportunities to donate,
fundraise or volunteer because we want our people to apply their
knowledge and develop new skills, while building greater social
awareness.
We have established new partnerships across the world including
the UK, Asia and the US.
• UK – Social Business Trust works with social enterprises which
address social challenges, such as education disadvantage,
employability and elderly care.
• Hong Kong – Ocean Recovery Alliance aims to educate, build
awareness and provide solutions to the challenge of plastic
pollution.
• US – Harlem Lacrosse provides academic support, mentoring,
leadership training, college readiness, career exploration and
lacrosse instruction to students who are most at risk of
academic decline and dropout.

Alongside our Schroders Giving partnerships, we continue to run a
number of charitable schemes that enable our employees to
donate their time or make monetary contributions.

Improving access to employment opportunities

A focus on volunteering and employee engagement

We support our employees in giving back to the community by
offering up to 15 hours of paid volunteer leave per year, and in the

GLOBAL CHARITY
COMPETITION
Our people can nominate charities of their choice in our
annual global charity competition. This year the winners,
voted by colleagues and Schroders’ Board member judges,
were:
•
•
•
•

£65,000 to Goodwill Caravan
£40,000 to Home from Home
£30,000 to The Talent Tap
£15,000 to Max Foundation

DELIVERING
#100000VACCINES
Building on the success of our award-winning
#CollectiveAction campaign in 2020 which supported those
most affected by the pandemic, we launched our second
global #CollectiveAction fundraising appeal,
#100000Vaccines. We called on our people and their friends
and loved ones around the world to twin their own
vaccinations and donate towards our fundraising campaign
to help end vaccine inequalities. We raised and donated
£125,000 (with Schroders matching), to UNICEF’s Covid-19
Vaccine Appeal, which could support the delivery of vaccines
in more than 133 low and middle-income countries.

“…These generous
contributions are helping
ensure rapid and equitable
access of Covid-19 vaccines,
irrespective of a country’s
wealth.”
STEVE WAUGH,
INTERIM CHIEF EXECUTIVE OFFICER AT THE UK
COMMITTEE FOR UNICEF (UNICEF UK)

BETTER YOU, BETTER WORLD
CAMPAIGN
In June, we ran a global volunteer campaign, ‘Better You,
Better World’, as part of our employee learning and
development programme. The campaign aimed to help
our people develop their skills while having a positive
impact in our local communities. Opportunities were run
across ten of our office locations worldwide, from solving
challenges posed by social enterprises in the UK; to
hosting insight sessions with college and high school
students in the US; and making teaching aids in China.

700+ hours

of volunteering leave logged by over 200 people
worldwide over eight weeks
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We have continued to embed the work placements we run
through our Schroders Giving partnerships into our early careers
programmes in the UK, enabling access for a diverse and talented
pool of students through different channels. We ran 25 work
placements with three of our partners including: Snowdon Trust,
who offer grants to physically disabled and sensory impaired
students studying in the UK; Amos Bursary, who support young
people of African and Caribbean descent; and the Social Mobility
Foundation, who support high-achieving students from lowincome backgrounds across the UK.

Financial statements

In addition to financial donations, we have provided gifts in-kind
(for example, computer equipment) and organised charitable
collections such as the London Poppy Appeal. We also support
employee-led collections, such as the ‘Mumbai Sling’ for people
in India affected by Covid-19 and a collection for victims of the
volcano eruption in La Palma, Spain. Separately, our Group Chief
Executive notified the Remuneration Committee of his intention to
donate £0.5 million of his 2021 bonus to a social enterprise fund
he recently established, which aims to create employment and
encourage environmental progress in Cornwall, one of the poorest
parts of the country.

UK for employees volunteering outside office hours, we donate
£20 per hour towards their charity with an annual cap. This year,
employees around the world contributed over 4,000 hours
(2020: 1,675) of volunteer work, inside and outside office hours.

Governance

We offer donation-matching schemes for employee fundraising
across the UK, Asia and US. We were awarded the Platinum Payroll
Giving award by the Charities Aid Foundation: 24% of our UK
employees used the Give As You Earn scheme (2020: 28%), which
saw £1.3 million donated by employees (2020: £1.1 million) before
the contributions were matched by Schroders, to over 1,300
charities across the globe.

Strategic report

Employee-led giving

Our stakeholders

OUR STAKEHOLDERS
Actively helping our clients achieve
their long-term financial goals

CLIENTS

Clients are the central focus of our business.
The Group’s resilience and ongoing success are
built upon our ability to understand clients’
needs and respond to them. We work to
anticipate how these will evolve and to
construct products that meet their investment
needs and build future prosperity.

How do we engage with them and
consider their interests?

Our client service teams are the first point of
contact for clients. They build lasting

Rewarding our shareholders through
the sustained success of our business

SHAREHOLDERS

We rely on the support and engagement of our
shareholders to deliver our strategic objectives
and grow the business. Our shareholder base
supports the long-term approach we take in
the management of our business.

Engagement with clients drives our strategy, in
particular our desire to get closer to the end
client investing in our products, which was a
key consideration for the acquisition of River and
Mercantile’s UK solutions business. In addition,
client demand has driven our strategic goal of
expanding our capabilities in Private Assets and
Alternatives, which was a consideration for the
acquisition of Cairn Real Estate and our
investment in Greencoat Capital.

shareholders to join remotely via an electronic
facility that enabled any shareholder to join and
ask questions of the Board.
During 2021, we continued to operate an
investor relations programme, adapting to the
external environment by holding meetings in
person and virtually.

Outcomes

Offering fulfilling work and shared
values to our people

We also conduct pulse surveys and have
invested in our internal communications to
help employees understand and deliver our
strategic objectives.

Our people are central to the ongoing success of
the business. We are proud of our reputation as
an employer of choice.
Our people strategy aims to develop an agile and
diverse workforce as we continue to attract, retain,
develop and motivate the right people for our
current and future business needs.

How do we engage with them and
consider their interests?

We engage with our people through a variety
of channels including management briefings,
videos, an internal magazine and updates from
the Group Chief Executive. We have dedicated
teams and activities in every region that ensure
everyone is connected to the key priorities,
corporate developments and support
networks. At the start of the year, all employees
are invited to join sessions on business strategy
and have the opportunity to ask questions of
senior management.
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Outcomes

How do we engage with them and
consider their interests?

The Board engages with shareholders at the
AGM, which gives shareholders the opportunity
to ask questions and engage with the Board. In
2021, due to the ongoing pandemic, we were
unable to invite our shareholders to attend our
AGM in person, so we made arrangements for

OUR PEOPLE

relationships with current and potential clients
to develop a clear view of client objectives and
how these are likely to evolve.
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The interests of our shareholders are very
closely aligned with those of our clients, which
means that in doing the right thing for our
clients, we are also able to deliver value to
those who have invested in our business.
Engagement with our shareholders drives our
strategy.

Ian King, our Senior Independent Director, is
our designated non-executive Director
responsible for gathering workforce feedback.
Ian chairs the Global Employee Forum to hear
directly from employees on issues that concern
them, and reports back to the Board. See
pages 42 and 66 for more details.

Outcomes

In response to feedback we have up skilled our
managers with resilience and inclusion tools to
better support our people. In recognition of the
remarkable job that our people have done in
driving Schroders’ success and long-term
growth, our employees were invited to become
partners in the business with a one-off award
of Schroders shares.

Examples of how they have done so, including having regard
for the factors above, appear throughout this Annual Report.
Further specific examples of how the Board of Directors has
had regard, in its principal decisions made during the year, to
these factors and their impact are set out on pages 66 of the
Corporate Governance Report. These are incorporated by
reference into this section 172 statement.

WIDER SOCIETY

We recognise the responsibility we have to
wider society. Schroders is a principles-led
business and we believe that demanding high
levels of corporate responsibility is the right
thing to do.

How do we engage with them and
consider their interests?

We are committed to helping communities
around the world, by raising funds for specific
causes and volunteering. Our employees are

Working with trusted partners
We have established a global network of
external service partners to supplement our
own infrastructure, benefiting from the
expertise and specialised skills they provide.

EXTERNAL
SUPPLIERS

How do we engage with them and
consider their interests?

We engage proactively with our external
service providers through regular
communication from employees and have an
established framework that governs our
approach to selection, on-boarding,
management, oversight and reporting across
our supply chain.

widely engaged with the selection of causes
that we support and the Board receives an
annual update on the Group’s corporate
responsibility activities, including risks and
opportunities.

Shareholder information

Directing our decisions and actions
towards supporting wider society

Financial statements

• the likely consequences of any decisions in the long term;
• the interests of the Company’s employees;
• the need to foster the Company’s business relationships with
suppliers, customers and others;

• the impact of the Company’s operations on the community
and environment;
• the desirability of the Company maintaining a reputation for
high standards of business conduct; and
• the need to act fairly as between members of the Company.

Governance

In accordance with their duty to do so under section 172 of the
Companies Act 2006, the Company’s Directors, individually and
collectively, have acted in a way that they consider, in good
faith, is most likely to promote the success of the Company for
the benefit of its members as a whole. In doing this the
Directors have had regard, amongst other matters, to:

Strategic report

Section 172 Statement

Outcomes

The Board recognises that we must remain
credible, therefore external commitments to
environmental and social causes are regularly
reviewed. During the year the executive
Directors waived their 2021 LTIP awards to
Covid-19 relief efforts.

suppliers, covering human rights, ethical
sourcing, bribery and corruption, living wages,
diversity and inclusion, health and safety and
the environment.
The Audit and Risk Committee reviews the
Group’s material outsource providers annually
to ensure that the strategy for their use
remains consistent with our strategy to use
service partners to add value to our
infrastructure.

Outcomes

Schroders is committed to the fair treatment of
suppliers, who are viewed as key stakeholders.

Our Supplier Code of Conduct sets out the high
standards and behaviours we expect from our

Building respectful relationships

REGULATORS

As a global business, we build positive
relationships with our regulators around the
world. Regulators provide key oversight as to
how we run our business and our licences to
operate. Our clients’ best interests are served
by us working constructively with regulators.

How do we engage with them and
consider their interests?

We regularly engage with regulators and
policymakers so that our business understands
and contributes to evolving regulatory
requirements. Senior management hold
regular meetings with our regulators to foster
good working relationships. The frequency of
these meetings and communication has
increased since the start of the pandemic.

The Audit and Risk Committee receives regular
reports on engagement with regulators and
how changes in regulatory regimes may impact
our business.

Outcomes

We have agreed to adapt our governance
framework following engagement with
regulators to include the creation of a separate
Nomination Committee for Schroder
Investment Management Limited, our UK asset
management entity. Following engagement
with the regulator in China, we will be able to
launch our wealth management company
venture with the Bank of Communications in
the first half of 2022.

Schroders Annual Report and Accounts 2021

47

Non-financial reporting directive

NON-FINANCIAL REPORTING DIRECTIVE
In accordance with sections 414CA and 414CB of the Companies Act 2006 which outline requirements for non-financial reporting, the table
below is intended to provide our stakeholders with the content they need to understand our development, performance, position and the
impact of our activities with regards to non-financial matters. Further information on these matters can be found on our website.

Non-financial matters Policies and standards that govern our approach

Due diligence,
outcomes and
additional
information

Environment

• ESG policy for listed assets: our principles and practices regarding sustainable
investing.
• Statement of compliance with UN Principles for Responsible Investment.
• Group Environment Statement: our Group position in relation to the
environmental management of our operations.

Tackling climate
change on pages
30–37.

Employees

• Guiding principles and values: our stance on a healthy working environment
and flexible working.
• Directors’ remuneration policy: our approach for setting Directors’
remuneration.
• Policy on Board diversity: our approach to Board diversity.

People and society on
pages 38–45,
Corporate
Governance report
on pages 59–66,
Nominations
Committee report
on pages 68–69 and
Audit and Risk
Committee report
on pages 70–76.

We have a number of internal policies and standards governing our employees
that are not published externally. These policies outline our approach to equal
opportunities, parental and family leave, mental health and wellbeing, remote
working, diversity and inclusion and conduct and culture.
Social matters

• Supplier Code of Conduct: our standards and behaviours we expect from our
suppliers.
• ESG policy for listed assets: our principles and practices regarding sustainable
investing.
• Statement of compliance with UN Principles for Responsible Investment.

People and society on
pages 38–45 and Our
stakeholders on
pages 46–47.

Human rights

• Modern slavery and human trafficking statement: assessing and
managing the risks of modern slavery practices in our operations, supply chain
and investments.
• Supplier Code of Conduct: the standards and behaviours we expect from our
suppliers.
• ESG policy for listed assets: our principles and practices regarding sustainable
investing.
• Group Human Rights Statement: our Group position in relation to the
respect of human rights.

People and society on
pages 38–45 and Our
stakeholders on
pages 46–47.

We have an internal policy that covers the rights of individuals with respect to
their personal data which is not published externally.
Anti-corruption
and anti-bribery

• Group Tax Strategy: our approach to tax matters across the Group.
• Supplier Code of Conduct: the standards and behaviours we expect from
our suppliers.
We have a number of internal policies and standards relating to anti-corruption
and anti-bribery matters that are not published externally. These policies outline
our approach to financial crime (including anti-money laundering, counterterrorist financing, anti-bribery, sanctions and tax evasion), inducements, gifts
and entertainment, whistleblowing and conflicts of interest.
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Business and financial
review on pages
24-29, Our
stakeholders on
pages 46-47 and
Audit and Risk
Committee report on
pages 70-76.

Business model

Our purpose is to provide excellent investment performance to our clients
through active management.

Business model on
pages 20–21.

Principal risks and
impact of business
activity

We review our internal and external environment to identify the principal and
emerging risks that are most likely to impact our strategy, business model,
reputation and performance.

Risk management on
pages 49–54.

Non-financial key
performance
measures

In addition to our financial performance metrics, we have a number of nonfinancial measures.

Our Business at a
glance on pages 2–5.

Schroders Annual Report and Accounts 2021

Strategic report

Risk management

Managing risks

Three lines of defence

The executive oversight of risk is delegated by the Group Chief
Executive to the Chief Financial Officer. The Chief Financial Officer
has responsibility for the risk and control framework of the Group.
The Chief Financial Officer chairs the Group Risk Committee (GRC),
which normally meets ten times a year. The GRC supports the Chief
Financial Officer and GMC in discharging their risk management
responsibilities. The GRC reviews and monitors the adequacy and
effectiveness of the Group’s risk management framework,
including relevant policies and limits. It also reviews emerging risks
and changes to our existing risks. The GRC is supported by a
number of sub-committees, including the Group Conflicts of
Interest Committee and the Group Regulatory Oversight
Committee, which review and challenge risks and report significant
risk matters to the GRC.

Lines of defence

The first line of defence against undesirable outcomes is the
business functions themselves and the line managers across the
Group. Heads of each business area take the lead role with respect
to identifying potential risks and implementing and maintaining
appropriate controls to manage these risks, by applying our Risk
and Control Assessment (RCA) process.

3rd line

Internal independent
assurance

2nd line

Oversight functions

1st line

Business operations

Audit and Risk Committee

External independent assurance

Group Management Committee

Non-executive oversight of the risk management framework
process with respect to standards of integrity, risk management
and internal control is exercised through the Audit and Risk
Committee, more details of which are on pages 70–76. We embed
risk management within all areas of the business at a Group and
legal entity level. The Group Chief Executive and Group
Management Committee (GMC), as the principal advisory
committee to the Group Chief Executive, have responsibility for
regularly reviewing the key risks we face. They are also responsible
for monitoring that individual behaviours reflect the culture and
core values of the business.

Lines of defence overview

Group Risk Committee

The Board is accountable for the maintenance of a sound system
of internal control and risk management. It assesses the most
significant risks facing the business and also uses quantitative
exposure measures, such as stress tests, where appropriate, to
understand the potential impact on the business.

We maintain comprehensive insurance cover with a broad range of
policies covering a number of insurable events.

Risk appetite

Risk appetite statements are set by the Board and cover all our key
risks (excluding strategic risk as this risk type mainly comprises
factors that are external to our operating model). They cover Asset
Management, Wealth Management and the Group itself. Tailored
versions of the risk appetite statements have been created for
some of our legal entities and the coverage of these was expanded
in 2021.
Each risk appetite statement is supported by a number of metrics
and tolerances to enable us to provide an assessment of risk
position against risk appetite. This is then formally assessed on an
annual basis and is reviewed and challenged by the GRC, GMC and
the Audit and Risk Committee prior to the Board.

Group policies

Our control framework is underpinned by a set of Group policies,
which are reviewed regularly to ensure they remain relevant. Our
approach is to have simple, principles-based policies that are
adopted across the Group. This means our employees are
supported with clear guidance on what they should and should not
do. The Group policy framework helps our newly acquired
businesses understand the culture of the Group and the
parameters within which we expect them to operate.

Line management is supplemented by oversight functions,
including Group Risk, Compliance, Legal, Governance, Finance, Tax
and HR, which constitute the second line of defence. The
compliance assurance programme reviews the effective operation
of relevant key processes against regulatory requirements.
Internal Audit provides retrospective, independent assurance over
the operation of controls and forms the third line of defence. The
internal audit programme includes reviews of risk management
processes and recommendations to improve the control
environment, supplemented by external assurance from the
Group’s auditor.
Schroders Annual Report and Accounts 2021
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The team also carries out thematic compliance monitoring work.

Financial statements

We are exposed to a variety of risks as a result of our global
business activities and are committed to operating within a strong
system of internal control. Our risk management framework is
underpinned by a strong control culture with clear oversight
responsibilities. The framework is integral to achieving our
business objectives and delivering excellent investment
performance for our clients.

Governance

OUR RISK MANAGEMENT FRAMEWORK
IS INTEGRAL TO ACHIEVING
OUR BUSINESS OBJECTIVES

Risk management (continued)

2021 developments

In 2021 a number of initiatives were undertaken to progress our
management of risk. Some of these are summarised below:
• ESG has been embedded and integrated into our investment
risk oversight processes, supported by our continued
investment in a range of proprietary tools to enable us to
monitor our portfolios in the transition to sustainability. ESG Risk
Dashboards have been enhanced to provide quick access to
proprietary internal measures and external ESG ratings. Our
compliance monitoring systems and processes have been
enhanced to provide alerts based on ESG criteria. Day-to-day
dialogue, review and challenge of ESG risk, that occurs within the
first and second line of defence, have been complemented by
more formal discussions at quarterly Asset Class Risk and
Performance Committees.
• Following the establishment of Schroders Capital, and to reflect
growth in private assets and alternatives, we have strengthened
the governance structure to enable greater focus on identifying
and managing the risks that are most pertinent to this business.
We have documented the key components of our risk and
controls framework in a Private Assets Organisational
Handbook. We have also added a dedicated Asset Class Risk and
Performance Committee in addition to the existing
Management, Pricing and Product Development Committees,
focusing on private assets.
• The Information Security Risk Oversight Committee sponsored
an independent information security review to benchmark the
Group’s cyber security capabilities against our peers and
industry best practice. The review showed an increase in the
maturity of Schroders’ cyber security framework and good
progress over the last two years. Attacks by organised crime
groups (for example targeted ransomware) remain a risk for
financial services and Schroders is no exception.
• The UK Investment Firm’s Prudential Regulation (IFPR) sets new
capital and liquidity requirements, revised remuneration and
governance standards and requires investment firms to
complete an Internal Capital Adequacy and Risk Assessment
(ICARA) on a solo-firm basis for relevant UK entities. We are now
identifying, assessing and managing risk of harm to clients,
markets and the firm itself under the ICARA requirements.
• We have launched the first phase of a new integrated credit risk
dashboard which has improved our ability to manage credit risk
within client portfolios. It provides better data insights,
enhanced reporting and a reduction in operational risk, resulting
from better integration to other Schroders systems, all of which
allow us to spend more time focusing on the credit-worthiness
of counterparties.

Spotlight on operational resilience

The three core components to our operational resilience
(business continuity, technology resilience and vendor resilience)
operated well during 2021 and allowed us to continue to
demonstrate a robust response to the Covid-19 pandemic. Our
business continuity framework remained key to helping us
co-ordinate activities across the firm throughout the pandemic.
The operational resilience programme, which has been a
material focus in 2021, has resulted in us gaining a better view
of our important business services. This enables us to focus our
resources and priorities on ensuring our business services are
robust. We are on track to meet the regulatory deadline of
31 March 2022 for completion of our self-assessment
document. We are continuing to challenge ourselves to enhance
resilience by developing a broad range of severe but plausible
scenarios. We test ourselves against these scenarios to ensure
comprehensive recovery and response plans are in place. A core
element of operational resilience is cyber resilience. Geo-political
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• Within operational risk:
– Our operational risk system has been upgraded to improve
the workflow for risk events which has made the process of
entering a risk event and raising actions more efficient.
– Our RCAs are a core part of our operational risk framework
and help us to manage operational risk across the Group.
They are used to identify inherent risks in business processes
and document the controls in place to mitigate risks enabling
us to maintain ongoing oversight of our risk profile. RCAs are
in place for all areas of the business and we work with
acquired firms to develop these over time. We further
developed our RCA methodology by implementing a
top-down view of broader risks to consider.
– An interactive dashboard has been developed to provide
operational risk data to GMC members.
• To prepare for the launch of our China-based wholly-owned
fund management company and our wealth management
company venture with Bank of Communications, we established
a programme of work to define the organisational structure,
target operating model, governance framework, recruitment,
policies and key risk management processes so that our control
standards and culture are reflected in both firms.
• We made significant developments to our operational resilience
framework and flexible working approach which are
summarised below.

Embracing a flexible working approach

The pandemic has shown us that we can be flexible about
when and where we work, and that we can meet the needs
of our clients and maintain strong business performance
in a flexible working environment. Flexible working has
resulted in benefits from an individual and a business
perspective and we continue to adapt and evolve this new
way of working, ensuring that meeting the needs of our
clients is at the centre of our decision-making.
To ensure our control environment reflects our new way of
working, we re-wrote our Remote Working policy to adapt
our controls to the flexible working model. Wide scale
adoption of secure collaborative technology allowed us to
optimise productivity whether staff chose to work from
their home or our offices.

unrest can result in state-sponsored cyber attacks and we
continue to enhance cyber controls in response.
The technology infrastructure supporting our business
processes has remained resilient and systems coped well in our
new hybrid working model. We have continued to increase the
stability of remote working and now have access to Office 365
(corporate email, tools and resources).
We are undertaking a strategic initiative to migrate IT systems
and services to the cloud. This has many business benefits, one
of which is to increase our technology resilience.
Vendor resilience remains an important area given our business
model relies on a number of key processes being delivered by
third parties. The depth and breadth of oversight of the
resilience of our critical third parties has increased this year and
we have continued to maintain ongoing dialogue with critical
third parties to ensure we are informed of any potential
significant risks at the earliest opportunity.

Strategic report

We have reviewed the list of internal key risks and identified a
sub-set that are the most material to the firm. These are set out
below and on pages 52–54. These pages are not designed to be
an exhaustive list of all risks, but instead capture the principal and
emerging risks that are most likely to impact our strategy, business
model, external reputation and future performance. They are split
into two sections:
• Material risks: those that were at the forefront of our minds
in 2021.
• Other significant risks: those that are inherent in our business
model and strategy.

The ‘bottom-up’ approach uses the results from Risk Control
Assessments, trends in risk events and high-impact issues logged
in our operational risk database, Archer.

We have also included trend arrows showing movement during
the year and a diagram to show the risks that are mitigated by our
strategy. Commentary to explain why risks have increased since
the prior year, can be found on pages 52–54.

Our strategy mitigates our strategic risks

Material risks

Build closer relationships
with end clients

1

Business model disruption

2

Changing investor requirements

3

Fee attrition

4

Investment performance risk

5

Reputational risk

Other significant risks
2

1
10

3

Expand Private
Assets and
Alternatives

Grow asset
management

6

Conduct and regulatory risk

7

ESG including climate change

8

Financial instrument risk

9

Information security and technology

2021 2020

2021 2020

10 Market returns
11 Operational process risk
12 People and employment practices
13 Product strategy and management

Movement during the year

Categories of risk

Increased

Strategic risk

Decreased

Business risk

Remained the same

Operational risk

Increased in 2021
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The ‘top-down’ approach uses analysis from Group Risk and
discussion with GMC members and subject matter experts around
the Group. Emerging risks and trends in existing risks are reviewed
in light of the current internal and external environment, geopolitical factors, market conditions, changing client demand and
regulatory sentiment. The objectives of regulators to ensure
market integrity, good conduct, appropriate consumer protection
and the promotion of competition within the industry are also
taken into account. Each risk is then analysed to assess how it can
be managed and mitigated.

The results of these assessments are used to inform our internal
key risks which are presented to the Group Risk Committee prior
to the GMC, Audit and Risk Committee and Board.

Financial statements

Emerging risks, and changes to our existing risks, are identified
throughout the year, during the normal course of business,
and are reviewed and discussed at relevant risk committees.
In addition, on a periodic basis we complete a formal assessment
of the risks faced by our business using a ‘top-down’ and ‘bottomup’ approach.

Governance

RISK ASSESSMENT

Risk management (continued)

Material risks

Our material risks are those that were at the forefront of our
minds during 2021. They are risks that: have had a significant
change to the way they presented compared to last year; or a
material change to the way we managed them; or no changes
but they remain significant risks to the firm.

We have spent time understanding the nature of these risks
and developing strategies to manage them effectively.

Description

How we manage this

Material risks impacting the Group
1

Business model disruption
Our business model could be disrupted by a range of external
factors including technology advancements, product evolution
and market participants. Geo-political turmoil, including
sanctions and conflict, could also impact our business and this
risk has increased in 2021. For example a significant
escalation of disputes between China and the West could lead
to impacts on our China-based businesses or where we invest
in their markets.

2

Demand for wealth management products continues to be
high. There is a risk we do not grow and evolve to respond to
this demand and retain and attract the right people to serve
our Wealth Management clients. This is particularly important
in Schroders Personal Wealth (SPW) and Benchmark Capital.

Investment firms that move towards vertical integration are
winning revenue from those who fail to adapt.

We have continued to focus on Solutions and outcome-oriented
strategies, thematic products and Private Assets and
Alternatives, which diversify our fee income. We are also
increasingly diversifying our product offering, supporting
long-term profitability.
Our strategic investment into Benchmark Capital and our
joint venture with Lloyds Banking Group (SPW) provides the
opportunity to engage in business along different parts of
the value chain in the UK.
We have clearly defined investment processes designed to
meet investment targets within stated parameters, which are
subject to independent review and challenge.
Oversight of both risk and performance is embedded in our
business processes and governance. In 2021, 79% of client
assets outperformed benchmarks over three years and 78%
outperformed benchmarks over five years.

Reputational risk
This may arise from poor conduct, judgement or risk events
due to weaknesses in systems and controls. In recent years
we have extended our brand to joint ventures (including SPW)
and associates. Reputational issues in joint ventures and
associates where we do not have full control of the outcome
could adversely impact the Group.
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We deliver our value proposition using an approach based on
our strategic capabilities, focusing attention where we believe
we are able to make a significant difference for our clients or
where we have current or planned future capabilities.

Investment performance risk
There is a risk that portfolios may not meet their investment
objectives including, where applicable, a sustainability
outcome, or that there is a failure to deliver consistent and
above-average performance. There is a risk that clients will
move their assets elsewhere if we are unable to outperform
competitors or unable to deliver our investment objectives.
Strong investment performance is critical to the success of
Schroders.

5

We continue to focus on developing our investment capabilities,
expanding into new investment types and specific areas of
expertise, and commit seed capital (in line with recently set ESG
targets leveraging our Sustainex™ tool) to support product
innovation for future growth.

Fee attrition
Fee attrition caused by clients allocating more of their assets
to passive products and a lower allocation to public markets,
and a smaller pool of capital allocated to active fund
managers resulting in increased competition on price.

4

We regularly monitor developments in countries subject to
geo-political risk and take steps to protect our people and
assets where necessary.

Changing investor requirements
Client requirements are evolving rapidly. Failing to adapt or
evolve our business model and product range to reflect these
changes could lead to a decrease in AUM. An example of
where we need to respond to this is to win business that has
transferred from defined benefit to defined contribution
pension plans. ESG is a material part of our client
considerations and we expect climate risks to feature more
heavily in future investment requirements and offerings.

3

We continue to deliver efficiencies and insights through
technology. Digital initiatives are in progress to improve client
experience, engagement and servicing. We continue to invest
in our technology platform to support scalability, agility in our
product offering and our expanding Private Assets and
Alternatives business. A key focus on leveraging data by our
Data Insights Unit has supported this.
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We consider reputational risk when initiating changes to our
strategy or operating model and maintain high standards of
conduct. We have a number of controls and frameworks to
address other risks that could affect our reputation including:
financial crime, investment risk, client take-on and product
development. Our Schroders-appointed board members
oversee the activities of joint ventures and associates, supported
where necessary by oversight committees.
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Description

Every year we develop further strategies to manage our
inherent risks and bring them within risk appetite.

How we manage this

Other significant risks
6

Conduct and regulatory risk

7

Environmental, social and governance (ESG)
risk including climate change
Failure to understand, accurately assess and manage ESG risk
within assets and portfolios and to appropriately represent
these to clients and stakeholders. This may lead to poor
investment decisions, and a failure to offer ESG products,
impacting our performance, brand and reputation. A failure to
meet corporate climate change targets may have a similar
impact. This risk increased in 2021 due to the higher demands
and greater expectations of external stakeholders.

8

We manage capital, liquidity and the Group’s own investments
through Board-set limits and in the Group Capital Committee.
Equity market and credit spread risks in seed capital are hedged
where it is economic and practicable to do so and foreign
currency Group investments are hedged back to sterling. We
monitor our credit and counterparty exposure in the Group
balance sheet, bank lending portfolios and in our client assets.

Information security and technology risk
Information security risk relates to the confidentiality, integrity
or availability of services being negatively impacted by the
activities of a malicious insider or external party. Technology
risk relates to the failure in delivering scalability, privacy,
security, integrity and availability of systems that lead to a
negative impact on the Schroders business and our client
experience.
Cyber threats have increased due to highly capable criminal
organisations and state-sponsored threats. This is reflected in
the increased risk rating.

10

We have developed a range of proprietary tools to better
understand the impacts of ESG risk including climate change on
the portfolios we manage. In 2021 we further enhanced our
framework and tools to respond to current and future
regulatory change. We use ESG risk toolkits to support day-today risk oversight and formal review and challenge of
investment risk at Asset Class Risk and Performance
Committees.

Financial instrument risk
We face market, credit, liquidity and capital risks from the
instruments we use when managing AUM, as well as those
arising from holding investments where we act as principal.

9

We promote a strong compliance culture and seek to maintain
good relationships with our regulators. We also encourage
appropriate conduct and regulatory compliance via our conduct
risk framework, supported by training and compliance
assurance programmes.

We have a dedicated Information Security function responsible
for the design and operation of our information security risk
framework, which includes oversight of critical third parties’
cyber capabilities. Information security risk is overseen by
specialists within both the second and third lines of defence and
is monitored by the Information Security Risk Oversight
Committee. We benchmark our cyber security capabilities
against best practice and in 2021 commissioned an external
independent review (further details on page 50). We operate a
Global Technology Risk Committee to oversee operational risk
associated with IT services across the organisation.

Market returns
Our income is derived from the value of the assets we
manage. Falling markets reduce our AUM and therefore
impact revenues. Market falls may be exacerbated by
geo-political risks for example in response to deteriorating
relations with Russia. Foreign exchange rates are a key factor
in our financial performance as we are sterling denominated
with earnings in other currencies.
Economic uncertainty driven by Covid-19 and the UK/EU
relationship remained a risk in 2021. The impact of rising
inflation on interest rates, wages and economic growth could
impact asset prices and markets, as could an acceleration of
climate risk, leading to a fall in AUM. Capital investment may
be targeted at domestic growth rather than being allocated to
cross-border initiatives.

We have diversified income streams across a range of markets
to mitigate a considerable fall in any one area. Our AUM from
Solutions, Private Assets and Alternatives and Wealth
Management increased from £310 billion in 2020 to £333 billion
in 2021 further increasing our diversification.
Our focus on growing our Private Assets and Alternatives
product range and investment capabilities allows us to have a
broader range of income streams which are less directly linked
to markets. The creation of Schroders Capital in 2021 is a key
reflection of this ongoing work.

This risk has increased due to a material weakening in market
outlook.
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Shareholder information

The risks of client detriment or reputational harm arising from
inappropriate conduct of our staff or those of counterparties,
suppliers and other third parties we engage, including failure
to meet regulatory requirements (including those with respect
to conflicts and financial crime), poor behaviour, or failing to
meet appropriately our clients’ expectations.

Financial statements

In addition to our material risks there are a number of
other significant risks inherent in our business model and
strategy. Some are operational risks which could occur in all
business processes and activities, others are business risks
which could impact our ability to attract and retain clients.

Governance

Other significant risks

Risk management (continued)

Description

How we manage this

Other significant risks
11

Operational process risk
The risk of failure of significant business processes, such as
compliance with fund or mandate restrictions, fund pricing,
trade execution for investment portfolios and client suitability
checks, whether these occur within Schroders or appointed
third parties. It includes operational integration of acquisitions
and the ineffective management of joint ventures and
associates.

12

People and employment practices risk
People and employment practices risk may arise from an
inability to attract or retain key employees to support business
activities or strategic initiatives; non-compliance with
legislation; or failure to manage employee performance. We
consider this risk has increased in the industry in the post
Covid-19 working environment as people are re-evaluating
their relationship with work.

13

We have competitive remuneration and retention plans, with
appropriate deferred compensation targeted at key employees.
We have sustainable succession and development plans. We
have policies and procedures in place to encourage inclusion,
diversity and to manage employment issues appropriately,
handling them consistently, fairly and in compliance with local
legislation.

Product strategy and management
There is a risk that our product or service offering is not
suitably diversified or viable or does not provide access to
strategies that will help investors to meet their objectives.
There is also the risk that products are not accurately
described, do not perform in alignment with their investment
objective(s) for a sustained period, or that product liquidity is
not consistent with the product description or the redemption
requirements of investors.
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Our key business processes are regularly reviewed and the
risks assessed through the Risk and Control Assessment
process. Operational risk events are reviewed to identify root
causes and implement control improvements. When we
undertake change, such as acquisitions, we assess new
processes that may arise. We have a well-established process to
assess the risks within our supply chain. We review suppliers
throughout the supplier lifecycle to identify potential risks which
may impact the quality or continuity of service.
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Risks are managed within the formal Product Governance
Framework, which includes the Product Strategy Committee,
Product Development Committee, Product Governance
Committee and Capacity Committee.
We have a liquidity risk management framework and monitor
the liquidity of our products on an ongoing basis. In 2021 one
of the key developments to our framework was the introduction
of a process to raise awareness of funds identified as having
more challenging liquidity profiles so that any changes to client
sentiment (or potential redemptions) could be notified to
relevant teams rapidly, to reduce liquidity risk issues.

Strategic report

Viability statement

Governance

VIABILITY STATEMENT

The five-year period to December 2026 is consistent with the
Group’s strategic business planning and forecasting period. The
Group’s strategic and financial planning process includes a
detailed review of the business model and key assumptions. It is
led by the Group Chief Executive and Chief Financial Officer in
conjunction with management teams, with the outlook most
recently updated in March 2022. The business planning process
considers the longer-term headwinds that may materially impact
the Group, and assesses the need for business model changes.
The business plan reflects the Group’s strategy and diversified
business model, which is summarised on pages 18–21.

Assessment of viability

The assessment of the Group’s viability requires the Directors to
consider the principal risks that could affect the Group, which
are outlined on pages 49–54. The Directors review the key risks
regularly and consider the options available to the Group to
mitigate these risks so as to ensure the ongoing viability of the
Group.
Stress testing is performed on the Group’s business plan and
considers the impact of a number of the Group’s key risks
crystallising over the assessment period. This includes
consideration of new and emerging risks, identified through the
business planning process, that could have a material impact
over the five-year planning period.
The severe but plausible stress scenarios applied to the
business plan include consideration of the following factors:
• a deterioration in the value of our AUM as a result of a severe
period of market stress, similar in severity to the global
financial crisis;
• the impact of a material operational risk event or poor
investment performance which could lead to reputational
damage and significant outflows of our AUM;
• a significant decline in net operating revenue margins
reducing projected revenues, together with an increase in
the ratio of total costs to net income;
• the early crystallisation of certain climate change risks;
• prevailing macroeconomic and environmental factors such as
the potential for a sustained period of high inflation and
ongoing risks connected to Covid-19.

Shareholder information

Assessment of prospects

Financial statements

In accordance with the UK Corporate Governance Code, the Directors
have carried out a robust assessment of the key risks facing the Group
and expect that Schroders plc will continue to be viable for at least the
next five years.

Key assumptions underpinning the financial planning process
include AUM growth from both markets and net new business;
changes to net operating revenue margins owing to changes in
business mix, planned business activity and industry-wide
margin pressures; and additional costs comprising the
expected total compensation cost ratio and non-compensation
costs including those arising from continued investment in the
development of the business.
Progress against financial budgets and key objectives are
reviewed throughout the year by both the Directors and the
GMC, along with periodic reviews of the capital and dividend
policies.

The Group also assesses the impact of the regulatory stress
scenario published by the Prudential Regulation Authority. The
stress scenarios are consistent with those used in the Group’s
consolidated Internal Capital Adequacy Assessment Process
and Internal Liquidity Adequacy Assessment Process.
Having reviewed the results of the stress tests, including a
scenario that combines a number of the factors set out above,
the Directors have concluded that the Group would have
sufficient capital and liquid resources and that the Group’s
ongoing viability would be sustained. In drawing this
conclusion, the Directors assessed the management actions
that are available to the Group and were comfortable that they
are sufficient in order to maintain adequate capital and liquidity
surpluses. The Directors also have regard to business model
changes that may be required given the new environment in
which the Group would be operating.
It is possible that a stress event could be more severe and have
a greater impact than we have determined plausible. In this
context, we conduct reverse stress tests, which demonstrate
the unlikely and very extreme conditions required to make our
business model non-viable.
The Directors’ current, reasonable expectation is that Schroders
plc will be able to continue in operation, meeting its liabilities as
they fall due, over a viability horizon of at least five years. The
Board’s five-year viability and longer-term assessment is based
on information known today.

Pages 1 to 55 constitute the Strategic report, which was approved by the Board on 2 March 2022 and signed on its behalf by:
Peter Harrison
Group Chief Executive
2 March 2022
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