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Schroder ISF* Hong Kong Equity 
 

Fund Manager: Toby Hudson | Fund update: Q2 2025 

Performance overview 

− The Hong Kong market produced positive returns 
during the quarter and strongly outperformed other 
Asian markets in aggregate. They slumped early in 
the quarter as the US announced huge trade tariffs 
on Chinese imports into the US. However, they soon 
recovered as the US administration softened its 
stance and started trade negotiations. By the end of 
the period, a deal of sorts seemed to be close. 

− Most sectors gained, with the strongest returns 
coming in basic materials and energy in particular, 
while financials and real estate also performed 
notably well. Only technology and healthcare 
produced negative returns. 

− The fund produced a positive return, but 
significantly underperformed the benchmark over 
the period. 

Drivers of fund performance 

− At the sector level, stock selection was weak, 
especially in consumer discretionary. The 
overweight to consumer discretionary and 
technology, and the underweight to financials also 
weighed on returns. The zero exposure to utilities, 
however, proved to be beneficial. 

− At the market level, selection was also weak. The off-
benchmark exposure to China was a notable 
detractor.  

− The best-performing positions were the zero 
weightings in both Lenovo Group and CLP 
Holdings, and the holding in Xiaomi. 

− The weakest returns came from the underweight 
position in AIA Group, and the holdings in Alibaba 
and Crystal International. 

Portfolio activity 

− We added more to the position in Alibaba to gain 
exposure to AI and the cloud in China. We also 
added to Tencent because of its strong gaming 
pipeline and the benign state of competition in the 
industry. A further addition was Xiaomi as we 
expect strong electric vehicle sales to support the 
share price. 

− We took profits in Prudential, Hang Lung 

Properties and Kerry Properties. 
 
 
Past performance is not a guide to future performance 
and may not be repeated. The value of investments and 
the income from them may go down as well as up and 
investors may not get back the amount originally 
invested.  
 

Calendar year performance (%) 

Year Fund Target Comparator 

2024 5.7 -0.1 14.8 

2023 -15.1 -12.7 -12.8 

2022 -12.5 -7.0 -15.1 

2021 -11.6 -4.1                                 -11.6 

2020 21.2 7.5 11.4 

2019 16.1 11.8 12.9 

2018 -14.3 -10.2 -12.8 

2017 50.5 36.3 40.7 

2016 0.4 4.1 0.6 

2015 -5.1 -4.3 -5.0 

Source: Schroders, net of fees, NAV to NAV, with net income 
reinvested. USD A Acc share class, as at 31 December 2024. The 
fund's performance should be assessed against its target 
benchmark being to exceed the FTSE Hong Kong (Net TR) index 
and compared against the Morningstar Hong Kong Equity 
Category. The fund's investment universe is expected to overlap 
to a limited extent with the components of the target 
benchmark. The comparator benchmark is only included for 
performance comparison purposes and does not have any 
bearing on how the investment manager invests the fund's 
assets. 
 

Outlook/positioning 

− The twists and turns in trade development, tensions 
in the Middle East, and the sharp reversal in the 
economic outlook for the US led to a very turbulent 
market in the second quarter. 

− Following the trade framework agreement signed in 
London in early June, further details of the bilateral 
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deal between China and the US were discussed. 
These included an easing of Chinese rare earth 
exports and a relaxation by the US of certain 
technology restrictions. Trade negotiations appear 
to be positive so far, but the level of uncertainty 
remains high, and the negotiation process may 
extend beyond 90 days due to the complex trade 
relationship between China and the US. 

− Tariffs have significantly raised volatility in markets 
and led to large swings in currencies and 
uncertainty about corporate strategies; they have 
also led to question marks over consumers’ 
tolerance of higher tariff-driven costs and their 
potential preference for alternative products. They 
have also lowered corporate and investor 
confidence globally and may continue to cause 
damage to markets for a prolonged period.   

− Domestically, the market anticipates additional pro-
growth policies from the authorities to stimulate the 
subdued macroeconomic environment. However, 

expectations for the July politburo meeting remain 
low, as economic activity is expected to stay stable in 
the next quarter or two due to positive trade 
developments. We reiterate that the effectiveness of 
policy measures in stabilising the housing market 
and boosting consumption will determine whether 
the market recovery broadens later in the year. 

− In Hong Kong, a sustainably lower HIBOR (Hong 
Kong Interbank Offered Rate) is likely to boost 
homebuying sentiment. It could also improve loan 
growth and reduce asset quality pressure in the 
commercial real estate sector, which has been 
battered by higher rates and subdued demand. 
 

 
 

 

 

 

 

 

Risk considerations 

Capital risk / distribution policy: If the fund invests in 
the China Interbank Bond Market via the Bond Connect 
or in China "A" shares via the Shanghai-Hong Kong Stock 
Connect and Shenzhen-Hong Kong Stock Connect or in 
shares listed on the STAR Board or the ChiNext, this may 
involve clearing and settlement, regulatory, operational 
and counterparty risks. If the fund invests in onshore 
renminbi-denominated securities, currency control 
decisions made by the Chinese government could affect 
the value of the fund's investments and could cause the 
fund to defer or suspend redemptions of its shares. 

China risk: If the fund invests in the China Interbank 
Bond Market via the Bond Connect or in China "A" 
shares via the Shanghai-Hong Kong Stock Connect and 
Shenzhen-Hong Kong Stock Connect or in shares listed 
on the STAR Board or the ChiNext, this may involve 
clearing and settlement, regulatory, operational and 
counterparty risks. If the fund invests in onshore 
renminbi-denominated securities, currency control 
decisions made by the Chinese government could affect 
the value of the fund's investments and could cause the 
fund to defer or suspend redemptions of its shares. 

Concentration risk: The fund may be concentrated in a 
limited number of geographical regions, industry 
sectors, markets and/or individual positions. This may 
result in large changes in the value of the fund, both up 
or down. 

Counterparty risk: The fund may have contractual 
agreements with counterparties. If a counterparty is 
unable to fulfil their obligations, the sum that they owe 
to the fund may be lost in part or in whole. 

Currency risk: If the fund’s investments are 
denominated in currencies different to the fund’s base 
currency, the fund may lose value as a result of 
movements in foreign exchange rates, otherwise known 
as currency rates. If the investor holds a share class in a 
different currency to the base currency of the fund, 
investors may be exposed to losses as a result of 
movements in currency rates. 

Currency risk / hedged share class: The currency 
hedging of the share class may not be fully effective and 
residual currency exposure may remain. The cost 
associated with hedging may impact performance and 
potential gains may be more limited than for unhedged 
share classes. 

Derivatives risk: Derivatives, which are financial 
instruments deriving their value from an underlying 
asset, may be used to manage the portfolio efficiently. A 
derivative may not perform as expected, may create 
losses greater than the cost of the derivative and may 
result in losses to the fund. 

Emerging markets & frontier risk: Emerging markets, 
and especially frontier markets, generally carry greater 
political, legal, counterparty, operational and liquidity 
risk than developed markets. 

Higher volatility risk: The price of this fund may be 
more volatile as it may take higher risks in search of 
higher rewards, meaning the price may go up and down 
to a greater extent. 

Liquidity risk: In difficult market conditions, the fund 
may not be able to sell a security for full value or at all. 
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This could affect performance and could cause the fund 
to defer or suspend redemptions of its shares, meaning 
investors may not be able to have immediate access to 
their holdings. 

Market risk: The value of investments can go up and 
down and an investor may not get back the amount 
initially invested. 
Operational risk: Operational processes, including 
those related to the safekeeping of assets, may fail. This 
may result in losses to the fund. 

Performance risk: Investment objectives express an 
intended result but there is no guarantee that such a 
result will be achieved. Depending on market conditions 
and the macro economic environment, investment 
objectives may become more difficult to achieve. 

 

 

 

 

Important Information 

Marketing material for Professional Clients only 

Marketing material for Professional Clients and Qualified 
Investors only. 

This document does not constitute an offer to anyone, or a 
solicitation by anyone, to subscribe for shares of Schroder 
International Selection Fund (the “Company”). Nothing in this 
document should be construed as advice and is therefore not a 
recommendation to buy or sell shares. An investment in the 
Company entails risks, which are fully described in the 
prospectus. 

Subscriptions for shares of the Company can only be made on 
the basis of its latest Key Information Document (the “KID”) and 
prospectus, together with the latest audited annual report (and 
subsequent unaudited semi-annual report, if published), copies 
of which can be obtained, free of charge, from Schroder 
Investment Management (Europe) S.A. An investment concerns 
the acquisition of shares in the Company, and not the 
underlying assets. The Company is a Luxembourg-based 
Société d'Investissement à Capital Variable (SICAV), established 
for an unlimited period and coordinated with regard to the 
European regulations and meets the criteria for Undertakings 
for Collective Investment in Transferable Securities (UCITS). The 
KIDs are available in Bulgarian, Czech, Danish, Dutch, English, 
French, Finnish, German, Greek, Hungarian, Icelandic, Latvian, 
Lithuanian, Norwegian, Polish, Portuguese, Romanian, 
Slovakian, Spanish and Swedish, and the prospectus are 
available in English, Flemish, French, German, Spanish, free of 
charge at www.eifs.lu/schroders. The availability of KIDs in the 
aforementioned languages is subject to the registration of the 
fund in the respective jurisdiction. 

Notice to investors in Italy: The prospectus and KIDs are 
available in Italian, free of charge, from Schroder Investment 
Management (Europe) S.A., Via Manzoni 5, 20121 Milan and 
from our distributors. 

Notice to investors in Israel: This is a marketing material for 
Qualified Clients and Sophisticated Investors only: This 
communication has been prepared by certain personnel of 
Schroder Investment Management (Europe) S.A (Registered No. 
B 37.799) or its subsidiaries or affiliates (collectively, 'SIM'). Such 
personnel are not licensed nor insured under the Regulation of 
Investment Advice, Investment Marketing and Investment 
Portfolio Management Law, 1995 (the 'Investment Advice Law'). 
This communication is directed at (i) persons who are 
Sophisticated Investors as listed in the First Schedule of the 
Israel Securities Law and Qualified Clients ('Lakoach Kashir') as 
such term is defined in the Investment Advice Law and (ii) other 
persons to whom it may otherwise lawfully be communicated. 
No other person should act on the contents or access the 
products or transactions discussed in this communication. In 
particular, this communication is not intended for retail clients 

and SIM will not make such products or transactions available 
to retail clients.. 

Certain sub-funds of the Company are registered in Austria, 
Belgium, Bulgaria, Croatia, Czech Republic, Denmark, Finland, 
France, Finland, Germany, Greece, Iceland, Irish Republic, Italy, 
Hong Kong, Hungary, Luxembourg, Macau, Malta, the 
Netherlands, Norway, Poland, Portugal, Romania, Singapore, 
Slovakia, South Africa, Spain, Sweden, Switzerland, Taiwan and 
the UK; however, this is subject to applicable jurisdictions and 
some sub-funds and/or share classes may not be available in all 
jurisdictions. Shares in the Company may not be offered to the 
public in any other country and this document must not be 
issued, circulated or distributed other than in circumstances 
which do not constitute an offer to the public and are in 
accordance with applicable local legislation. 

Notice to investors in Spain: The Company is registered in the 
Administrative Register of Foreign Collective Investment 
Institutions marketed in Spain of the National Securities Market 
Commission (CNMV), with the number 135. Its depository is J.P. 
Morgan SE and its management company is Schroder 
Investment Management (Europe) S.A.. The Company is a UCITS 
registered in Luxembourg. 

Notice to investors in Switzerland: Schroder Investment 
Management (Switzerland) AG is the Swiss representative (Swiss 
Representative) and Schroder & Co Bank AG is the paying agent 
in Switzerland of the Luxembourg domiciled Schroder 
International Selection Fund. The prospectus for Switzerland, 
the key information documents, the articles of association and 
the annual and semi-annual reports may be obtained free of 
charge from the Swiss Representative. 

Notice to investors in the UK: The prospectus and KIIDs are 
available in English at https://www.schroders.com/en-
gb/uk/individual/fund-centre/. This product is based overseas 
and is not subject to UK sustainable investment labelling and 
disclosure requirements. 

Schroders may decide to cease the distribution of any fund(s) in 
any EEA country at any time but we will publish our intention to 
do so on our website, in line with applicable regulatory 
requirements. 

This fund does not have the objective of sustainable investment 
or binding environmental or social characteristics as defined by 
Regulation (EU) 2019/2088 on Sustainability-related Disclosures 
in the Financial Services Sector (the “SFDR”). Any references to 
the integration of sustainability considerations are made in 
relation to the processes of the investment manager or the 
Schroders Group and are not specific to the fund. 

Any reference to regions/ countries/ sectors/ stocks/ securities 
is for illustrative purposes only and not a recommendation to 
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buy or sell any financial instruments or adopt a specific 
investment strategy. 

Past Performance is not a guide to future performance and may 
not be repeated. 

The value of investments and the income from them may go 
down as well as up and investors may not get back the amounts 
originally invested. Exchange rate changes may cause the value 
of investments to fall as well as rise. 

Performance data does not take into account any commissions 
and costs, if any, charged when units or shares of any fund, as 
applicable, are issued and redeemed. 

Schroders has expressed its own views and opinions in this 
document and these may change. 

Information herein is believed to be reliable but Schroders does 
not warrant its completeness or accuracy. 

The data contained in this document has been sourced by 
Schroders and should be independently verified. Third party 
data is owned or licenced by the data provider and may not be 
reproduced, extracted or used for any other purpose without 
the data provider’s consent. Neither Schroders, nor the data 
provider, will have any liability in connection with the third-
party data. 

No Schroders entity accepts any liability for any error or 
omission in this material or for any resulting loss or damage 
(whether direct, indirect, consequential or otherwise), in each 
case save to the extent such liability cannot be excluded under 
applicable laws. 

The forecasts included are not guaranteed; they are provided 
only as at the date of issue and should not be relied upon. Our 
forecasts are based on our own assumptions which may 
change. We accept no responsibility for any errors of fact or 
opinion and assume no obligation to provide you with any 
changes to our assumptions or forecasts. Forecasts and 
assumptions may be affected by external economic or other 
factors. 

This document may contain “forward-looking” information, such 
as forecasts or projections. Please note that any such 
information is not a guarantee of any future performance and 
there is no assurance that any forecast or projection will be 
realised. 

A summary of investor rights may be obtained in Bulgarian, 
Czech, Dutch, English, French, German, Greek, Hungarian, 
Italian, Polish, Portuguese, Slovakian, Spanish and Swedish 
from 
https://www.schroders.com/en/global/individual/summary-of-
investor-rights/ 

Issued by Schroder Investment Management (Switzerland) AG, 
Talstrasse 11, CH-8001 Zurich, Switzerland, a fund management 
company authorised and supervised by the Swiss Financial 
Market Supervisory Authority FINMA, Laupenstrasse 27, CH-
3003 Bern. 

Issued by Schroder Investment Management (Europe) S.A., 5, 
rue Höhenhof, L-1736 Senningerberg, Luxembourg. 
Registration No B 37.799. 

Notice to investors in Middle East: Distributed by Schroder 
Investment Management Limited (Dubai Branch), located in 
Office 506, Precinct Building 5, Dubai International Financial 
Centre, PO Box 506612 Dubai, United Arab Emirates and 
regulated by the Dubai Financial Services Authority (DFSA) and 
entered on the DFSA register under Firm Reference Number: 

F000513. This document is not subject to any form of regulation 
or approval by the DFSA. 

Distributed in Portugal by Schroder Investment Management 
(Europe), S.A., registered with the Portuguese Securities Market 
Commission (CMVM) under the Freedom to Provide Services 
and with a branch in Spain, registered with the National 
Securities Market Commission (CNMV) of Investment Services 
Companies of the European Economic Area with a branch in 
Spain under number 20. 

Distributed in Spain by Schroder Investment Management 
(Europe) S.A., Spanish branch, a foreign management company, 
registered in the EEA investment firm register with the National 
Market Commission of Securities (CNMV) with the number 20. 

Distributed in Switzerland by Schroder Investment 
Management (Switzerland) AG, Talstrasse 11, CH-8001 Zurich, 
Switzerland, a fund management company authorised and 
supervised by the Swiss Financial Market Supervisory Authority 
FINMA, Laupenstrasse 27, CH-3003 Bern. 

Distributed in the UK by Schroder Investment Management Ltd, 
1 London Wall Place, London EC2Y 5AU. Registration No 
1893220 England. Authorised and regulated by the Financial 
Conduct Authority. 

Any reference to regions/ countries/ sectors/ stocks/ securities 
is for illustrative purposes only and not a recommendation to 
buy or sell. 

Exchange rate changes may cause the value of investments to 
fall as well as rise. 


