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Performance overview 

The MSCI All Country World Net TR Index returned 13.62%, while the Schroder Global Equity Alpha Fund - Wholesale 
class returned 10.70% (post-fee), underperforming the index by 2.92% (post-fee) during the June quarter. This brings 
the return since inception to 15.68% (post-fees). 

 

June 2026 (post-fees) Mthly (%) Qtr (%) 1 year (%)  
Since Inception 

(%) 

Schroder Global Equity Alpha Fund – 
Wholesale Class* 4.34 10.70 7.19 15.68 
MSCI ACWI (NTR) 3.02 13.62 16.99 18.37 
Excess return 1.32 -2.92 -9.79 -2.69 

 

June 2026 (post-fees) Mthly (%) Qtr (%) 1 year 
(%)  

3 years 
(%)  

5 years 
(%)  

Since 
Inception 

(%) 
Schroder Global Equity Alpha 
(ACWI) Composite  3.96 9.66 9.08 17.31 12.12 12.91 
MSCI ACWI (NTR) 3.02 11.52 16.82 18.35 12.82 12.94 
Excess return 0.94 -1.86 -7.74 -1.04 -0.71 -0.03 

 
*The Schroder Global Equity Alpha Fund Wholesale Class was incepted on 3rd September 2024.  
 
Returns for the underlying strategy, net of fees & based on estimates in AUD since inception are also provided above for reference. 
The underlying strategy has been managed since 31st May 2010. Index: MSCI ACWI (NTR). Past performance is not a reliable 
indicator of future performance. 

 
 
Market Review 

Global equity markets delivered strong gains over the second quarter of 2026, supported by resilient corporate 
earnings, easing geopolitical tensions in the Middle East and continued enthusiasm for AI-related investment. Whilst 
the quarter began with heightened concerns over the conflict in the Middle East and its inflationary implications, 
sentiment steadily improved as investors looked through near-term uncertainty. By quarter-end, a ceasefire 
agreement helped reduce geopolitical risk, prompting a sharp fall in oil prices and supporting broader risk appetite. 
Market optimism was further reinforced by the landmark SpaceX IPO, the largest in capital markets history, which 
initially valued the company at $1.8 trillion and made Elon Musk the world's first "trillionaire", providing an additional 
boost to investor enthusiasm for innovation-led growth. 
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Sector performance was dominated by technology as continued AI infrastructure spending, strong semiconductor 
demand and positive earnings momentum drove performance throughout the period. Industrials and financials also 
delivered robust gains, benefiting from improving economic sentiment and stronger cyclical positioning. By contrast, 
energy was the weakest performing sector as the decline in oil prices following the de-escalation of Middle East 
tensions reversed much of the geopolitical risk premium accumulated earlier in the year. Defensive sectors 
generated more modest returns as investors rotated away and into higher growth opportunities. 

Regionally, emerging markets were the strongest performers, driven by continued strength across technology-
focused markets including Taiwan and Korea, where the latter saw historic highs this quarter. North America also 
produced strong gains and repeatedly reached new highs, supported by exceptional earnings from large-cap 
technology companies and sustained AI-related optimism. 

 

Performance Review 

Global Alpha (vs MSCI AC World) 

The portfolio underperformed the benchmark over the quarter. Information technology and healthcare were among 
the main detractors over the period whereas allocations to financials and communication services as well as an 
underweight allocation to energy added value. By region, holdings in North America were supportive whereas 
allocations to the UK, Continental Europe, emerging markets, Pacific ex-Japan and Japan detracted.  

 

Contributors 

Semiconductor manufacturer TSMC outperformed in Q2 following continued sales momentum, market share gains 
and a bullish outlook. Capacity constraints within the broader AI semiconductor value chain further boosted investor 
sentiment for the company’s near-term outlook and market leadership. TSMC continues to solidify its role as the 
indispensable architect of the AI era, with its leading-edge nodes serving as the primary manufacturing engine for 
the world's most advanced AI accelerators and high-performance computing designs. We continue to maintain high 
conviction in the company, with recent high profile intra-peer deals expected to create further tailwinds for future 
demand as wider AI adoption becomes ever more common. 

Japanese HR technology company Recruit Holdings outperformed over the quarter. The stock has been subject to 
ongoing AI disruption speculation and underperformance. However, Recruit is operationally executing very well and 
is seeing evidence of positive impacts from its integration of AI features within its existing product suite. As Indeed 
sits between job seekers and employers (versus a generic AI tool without the context of both sides of the 
marketplace), it can observe which roles employers sponsor, where they increase spend, how quickly they respond, 
which profiles they engage with, and ultimately who they hire. The implication is a better experience on both sides: 
candidates are matched to roles where they are more likely to get a response, while employers see more relevant 
applicants and faster hiring outcomes. Recruit reported strong results in May with growth largely driven by HR 
technology segments and core brands such as Indeed seeing strong margin expansion over the quarter. The 
business has continued to deliver accelerating growth in a weak hiring volume environment through improved 
monetisation, while simultaneously expanding margins and returning substantial capital via buybacks at 
opportunistic prices.  

Morgan Stanley outperformed during the quarter, helped by positive earnings revisions, the prospect for higher 
interest rates and enhanced capital returns through increases in both its dividend and buyback programs. We 
continue to hold a positive view of the company with growth in AUM in wealth divisions likely to be a key driver of 
revenues and continued market leadership in MS’s institutional securities business.  

Arista Networks outperformed in Q2 as the company continued to grow its market share as an indispensable 
networking traffic controller for AI data centres, doubling growth forecasts as large technology companies switched 
to Arista's more flexible, cost-effective networking systems. While the extent to how long industry-wide memory 
shortages will persist remains unclear, we believe Arista remains well-positioned to benefit from the broadening 
demand for AI networking infrastructure. It continues to enjoy a growing presence in high-performance data centre 
networking and a strong pipeline of AI-related opportunities. Revenues are expected to broaden to a wider core 
customer base throughout H2 2026 providing a further path to growth beyond the core hyperscaler companies. 
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Detractors 

Global integrated oil company, Shell underperformed over the quarter amidst oil price volatility tied to the 
developments in the Middle East conflict. Following progress towards a resolution to the conflict later in the period, 
energy companies saw a consistent selloff against the backdrop of persistent volatile swings in oil prices and 
uncertainty over the short-term outlook. We continue to maintain a positive view for Shell given its scale, diversified 
earnings streams and consistent capital return framework, which is well suited to an environment characterised by 
energy transition uncertainty and ongoing geopolitical risk 

UK pharmaceutical firm AstraZeneca underperformed in the second quarter. The company faced headwinds several 
which adversely impacted performance, notably concerns following FDA Advisory Committee meeting over the 
regulatory trajectory of critical pipeline assets. However, a key driver of underperformance was seen from the loss of 
exclusivity for Farxiga raised concerns of material impact to revenue for one of the company’s key products. Despite 
the short-term headwind to sales growth from this, we believe that the depth of innovation, broad portfolio and 
strong pipeline for new drug releases will continue to be additive for future growth.  

Consumer health company Haleon underperformed over the second quarter. Haleon saw overall organic growth fall 
short of estimates following a weaker than expected cold and flu season during the period prompting a downturn in 
performance. We continue to hold a positive view on the outlook for the company with expansion across US markets 
key to delivering on Haleon’s growth strategy with announcements of increased rollout in distributors and inventory 
normalisation pointing to this being on course. More broadly, the ongoing cost actions for the company continue to 
drive margin expansions while allowing for higher brand investment which we expect to be impact growth going 
forward.  

Medtronic underperformed over the period. Non-pharma healthcare has seen poor performance in 2026, with 
medtech equities seeing a de-rating in April from investor concern over competitive pressures for the industry 
despite stable earnings progression. Fears over cost pressures added to concerns over margin growth. Medtronic 
remains a preferred name in healthcare equipment, and we continue to see a credible case for organic growth 
acceleration for the company across its core medtech services as transitionary headwinds become less stringent and 
margins recover. The valuation disconnect for medtech is more pronounced than other sub-sectors but end-market 
momentum and structural drivers for future growth remain robust for the company led by growth in US hospital 
utilisation and capex for medical devices continue to support our forward-looking view,  

 

Buys 

We added to UnitedHealth during the quarter. The managed care sector is benefiting from better-than-expected 
Medicare Advantage rate updates and benefit redesign actions, which should support margin recovery after a 
difficult 2025. We believe consensus estimates underestimate the speed and scale of UnitedHealth’s earnings 
recovery, and 2026 pricing actions flow through. We also believe Optum remains a differentiated growth engine for 
the medium-term outlook, supported by physician scale, data advantages and integrated pharmacy and services 
capabilities.  

We added Chinese battery manufacturer CATL to the portfolio during the quarter. The company offers exposure to 
the EV supply chain and retains a credible competitive edge versus both domestic and international peers with 
significant cost advantage. CATL continues to execute well, supported by scale, technology leadership and disciplined 
cost management. With attractive exposure to electric vehicle and energy storage demand, alongside a valuation 
that does not fully reflect our view of current earnings growth potential, we see a compelling case for the company to 
continue its strong performance. 

We added Japanese HR technology company Recruit during the quarter on increased conviction. The company has 
evidenced its resilience against the AI disruption narrative through exceptional operational performance 
underscored by the recent announced growth in its HR technology division and margin expansion. With the business 
delivering accelerating growth in a weak hiring volume environment, we believe Recruit can continue to maintain its 
market leadership going forward.  
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Sells 

We exited our position in Bunzl in the second quarter. Our conviction in the holding has weakened and we believe 
that management are showing little evidence of the positive change needed for a turnaround following prolonged 
poor performance. We believe the company’s significant exposure to foodservice and traditional retail / office will 
take a long time to rebalance, with its high leverage constraining its scope for material M&A. We decided to capitalize 
on the recent rise in shares which provided a more positive exit point. 

We exited our position in Howmet Aerospace over the quarter. Our investment case has largely played out following 
strong performance over the past 12 months as the company benefited from the recovery in commercial aerospace 
production, stronger engine content and a favourable mix shift towards high-value components. We believe the 
company remains a high-quality franchise, we believe valuation leaves less scope for further upside and are taking 
profit from our position.  

 

Market Outlook 

Equity markets have remained resilient as investors seem willing to look through the current uncertainty around the 
Middle East conflict. However, sentiment around geopolitics, AI infrastructure buildout and potential AI disruption 
risk have remained the major market drivers. This has been further amplified by increasingly fragile market depth 
and crowded positioning, leading to sharper factor rotations and exaggerated single‑stock moves beyond what 
fundamentals alone would justify. Smaller companies and value factors have continued to perform well, with many 
longer duration stocks being de-rated as the market worries about AI disruption to all sorts of business models, 
applying a higher risk premium to future growth, although dispersion across styles and sectors has begun to 
moderate slightly following an extended period of extreme positioning. 

The prolonged conflict in the Middle East and its uncertain resolution has further exacerbated volatility and caused 
periodic disruption to oil and gas supplies. While the impacts have largely been manageable thus far, the partial 
normalisation of supply flows and easing of immediate disruption risk have reduced the probability of a near-term 
shock but have not eliminated the risk of renewed constraints should tensions re‑escalate. With ongoing sensitivities 
around shipments leaving the Strait of Hormuz and ongoing infrastructure damage, supply disruptions are 
increasingly becoming visible across crude, refined products and broader industrial inputs, reenforcing the risk that 
rebalancing will prove more prolonged and structural than initially expected. 

Currently, growth forecasts have not been materially affected by the conflict, suggesting continued resilience in 
consumer demand and investment spending. However, equity markets have started to price in the possibility of 
higher energy costs and renewed inflationary pressures. This has been accompanied by a shift in rate expectations, 
with markets increasingly reassessing the likelihood of policy easing and instead contemplating a higher‑for‑longer 
interest rate environment, or even the potential for renewed tightening should inflationary pressures persist. 
Sustained disruption to energy supply chains will continue to push oil prices higher, eroding household purchasing 
power and corporate margins. Recent market behaviour suggests this adjustment may be uneven, with corporate 
margins increasingly absorbing the impact should demand soften. That, in turn, could slow consumption and 
investment and add to inflationary pressure. 

Other commodities such as industrial metals have been seen as safe havens and inflation plays in the short term, 
However, we remain more cautious as most industrial metal prices (e.g. copper, iron ore) are well above the cost 
curve already, meaning that new supply is incentivised. Last year 11 of the world’s 20 largest copper mines 
experienced significant disruption which weighed on the market’s perception of supply tightness. We remain 
underweight materials and mining companies across the portfolio, as we believe that most are over earning and 
overvalued currently and remain vulnerable to a more normalized production profile or cyclical slowdown.  

A significant prolonged spike in energy prices will likely weigh on an already fragile consumer who is also already 
worrying about job security in the face of rapidly developing AI capabilities. Consumer spending has also been 
supported by the highest income cohorts in recent quarters, who are typically more influenced by trends in financial 
markets. Given the significant correction in recent weeks, we expect that areas exposed to the high-end consumer 
(e.g. luxury goods, hotels, travel) will come under more pressure as the 'wealth effect' from equity portfolios 
diminishes. 

Financials stocks have been excellent performers in recent years. Insurers have benefited from good returns on 
investment portfolios, and banks have enjoyed strong interest income combined with low credit costs. But banking is 
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a competitive industry and excess profits are routinely competed away. Valuation multiples for the sectors have risen 
and no longer offer the excellent value they once did, leaving the sector more vulnerable to a correction as markets 
price in higher probabilities of a credit cycle. There are already signs emerging of stress in credit debt markets and 
fears that AI disruption could lead to stress in industries such as software. A period of volatile energy prices would 
add to concerns that at least a mild credit cycle needs to be priced in. Our portfolios are broadly underweighting the 
financial sector and have been recently further reducing exposures. 

In contrast, we are more positive on a sector like healthcare where structural demand trends are positive and 
economic sensitivity is low. Pharmaceutical stocks have largely dealt with their period of policy uncertainty in 2025 by 
reaching agreement on pricing with the Trump Administration, so as uncertainty rises for more cyclical industries, we 
see this sector as set up well to outperform. Valuations have lifted from the decade-long relative lows of 2025 but 
remain very reasonable.  

AI remains a massive investment theme across markets and so far, there remain many more questions than 
answers, with investors clearly becoming more discerning. The anticipated wave of AI-related IPOs is likely to act as 
an important inflection point, bringing greater public‑market scrutiny to the economics of frontier model providers, 
including the sustainability of capital intensity and returns on investment. The market has thus far made many 
significant assumptions about the different outcomes that are now reflected in valuations, and those assumptions 
will undoubtedly be tested if expectations fall short or fail to materialize (in both directions). At the same time, debate 
is intensifying around the shape of AI demand itself. While infrastructure buildout remains strong, there is growing 
evidence that improvements in model efficiency and more selective use of frontier models could alter the distribution 
of value across the AI ecosystem, even if they do not necessarily reduce aggregate demand for compute. 

Generative AI will undoubtedly fundamentally change ways of working and trigger a wave of new competition from 
agile startups approaching target markets in novel ways. However, exceptional businesses do not solely rely on static 
barriers to entry or rest on their laurels; those that do will inevitably fail. Instead, elite franchises actively invest, 
adapt, and evolve. They will leverage their established competitive advantages, deep workflow integration, and 
strong customer relationships to deploy new AI-driven products that better serve their existing user base. The payoff 
for identifying the businesses that can successfully navigate this transition will be handsome: because the valuation 
starting point is so depressed, the reward for skilled, active stock picking is significantly higher than usual. History 
has shown many times that some of the most stellar long-term returns are captured by going against the market and 
buying strong, adaptable franchises exactly when the market is pricing them as structural casualties. 

With the market polarized by AI disruption, heightened geopolitical tensions, increased volatility and potential 
changes in the cycle, an active approach is increasingly important. In light of continued market uncertainty (and risk), 
we believe it appropriate to maintain an economically diversified portfolio that balances exposure to cyclical and 
defensive areas of the market as well as market direction. The market's obsession with pure-play AI infrastructure on 
one hand, and geopolitical commodity hedges on the other, has created an extraordinary structural air pocket in the 
valuations of elite, cash-generative global franchises. We believe investors should look past the short-term macro 
noise and focus on the fundamentals of long-term wealth creation. Paying steep premiums for asset-heavy safe 
havens or cyclical components at the peak of their supply squeeze is a high-risk strategy that historical cycles have 
routinely penalized. Conversely, purchasing high return, compounding businesses that are actively adapting and 
integrating digital capabilities at compressed, market-average multiples provides a significant margin of safety and 
positions capital for superior long-term real returns. We retain high conviction in our positioning, aligned with 
businesses that can "beat the fade," and highly optimistic about the embedded alpha generation capacity within our 
portfolios today. 
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Important information: This document is issued by 
Schroder Investment Management Australia Limited 
(ABN 22 000 443 274, AFSL 226473) (Schroders). 

This document does not contain and should not be 
taken as containing any financial product advice or 
financial product recommendations.  This document 
does not take into consideration any recipient’s 
objectives, financial situation or needs.  Before making 
any decision relating to a Schroders fund, you should 
obtain and read a copy of the product disclosure 
statement available at www.schroders.com.au or other 
relevant disclosure document for that fund and consider 
the appropriateness of the fund to your objectives, 
financial situation and needs. All investments carry risk, 
and the repayment of capital and performance in any of 
the funds named in this document are not guaranteed 
by Schroders or any company in the Schroders Group.  
The material contained in this document is not intended 
to provide, and should not be relied on for accounting, 
legal or tax advice. 

Schroders does not give any warranty as to the 
accuracy, reliability or completeness of information 
which is contained in this document. 

 To the maximum extent permitted by law, Schroders, 
every company in the Schroders plc group, and their 
respective directors, officers, employees, consultants 
and agents exclude all liability (however arising) for any 
direct or indirect loss or damage that may be suffered 
by the recipient or any other person in connection with 
this document.  

Opinions, estimates and projections contained in this 
document reflect the opinions of the authors as at the 
date of this document and are subject to change without 
notice. “Forward-looking” information, such as forecasts 
or projections, are not guarantees of any future 
performance and there is no assurance that any forecast 
or projection will be realised. Past performance is not a 
reliable indicator of future performance. All references 
to securities, sectors, regions and/or countries are made 
for illustrative purposes only and are not to be 
construed as recommendations to buy, sell or hold.  

Telephone calls and other electronic communications 
with Schroders representatives may be recorded. 
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