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RESPONSIBLE INVESTMENT UPDATE

The 2021 Budget unveiled in March included 
significant climate-related allocations, including a 
pledge of £15bn in green gilts to be released this 
financial year and the announcement of a new 
National Infrastructure Bank to accelerate 
investment in low-carbon projects. The UK’s net 
zero goal is now part of the Government’s 
economic policy objective and is fully embedded 
across UK principal financial regulators. 

good morning all!
March presented another jam-packed month of market 
movements. Global rates continued their March higher across 
developed markets, despite no evidence of meaningfully higher 
inflation prints – in fact the UK’s March CPI print was  
surprisingly weak.

The global vaccine rollout program remained a key focus for 
markets, with threats of an EU-centric vaccine trade war  
assuaged for now. We saw the Suez Canal blocked for a week 
(more on this later) while a couple of market blow-ups  
highlighted lurking systemic risks – first Greensill 
Capital and then, at the end of March, a family 
office called Archegos got themselves into trouble. 
The first caused minor ripples across credit 
markets, while the second caused larger splashes 
across the tech, media and Chinese  
stock markets.
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We finalised our research on Social Housing and 
Environmental Impact Global Equities. We 
uncovered some interesting standalone investment 
ideas, which are also great for clients looking to 
make an impact with their assets.
We also refreshed our work on Pooled LDI 
research and work continues in Emerging Market 
Debt, Technology Equity and Climate Fixed Income.

MANAGER RESEARCH UPDATE 

You might be forgiven for thinking that 
real assets are expensive. But the chart 
on the left shows that a selection of real 
assets are now trading at all-time lows 
relative to financial assets (in the form of 
stocks and government bonds). So, if 
you are concerned that inflation is 
lurking around the corner, it’s as cheap 
as it’s ever been to invest a portion of 
your financial assets into real assets that 
could prove a better store of real wealth.

EXHIBIT 1: ALL-TIME LOWS...REAL ASSETS RELATIVE 
TO FINANCIAL ASSETS SINCE 1925

The net zero momentum continues to grow as the 
IIGCC launched its net zero Investment 
Framework, with 22 investors committing to using 
it. Separately, 43 new asset managers signed up 
to the net zero Asset Managers Initiative, 
representing $32tn supporting assets.

And lastly, the Government is starting to pay 
closer attention to social factors when it comes 
to ESG investing, while previously the focus has 
been on the ‘E’. The DWP has launched a 12-week 
Call for Evidence to understand the effectiveness 
of trustee practices in relation to the integration  
of ‘S’ factors.
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Source: BofA Global 
Investment Strategy, 
Global Financial Data, 
Bloomberg, USDA, 
Savills, Shiller, ONS, 
Spaenjers, Historic 
Auto Group.

mailto:Pete.Drewienkiewicz%40redington.co.uk?subject=Please%20sign%20me%20to%20up%20to%20the%20TFTL%20newsletter


2  |  THOUGHTS FROM THE LOFT

The histogram of 12-month rolling S&P 500 returns 
shows what an extraordinary ride we’ve had since the 
market bottomed out in March 2020. Market momentum 
remains strong although sector leadership has changed 
dramatically over the past few months.

WHERE DO WE GO FROM HERE?

As we have seen the rally 
in value stocks gain 
momentum, perhaps it isn’t 
so surprising that a greater 
number of stocks are 
starting to screen well for 
both value and momentum 
– likely leading quantitative 
equity managers to 
increase their allocations 
to these names and in turn 
potentially increase the 
price momentum in their 
stocks via that buying 
action. This rotation isn’t 
done yet…

VALUE = MOMENTUM?!

EMERGING MARKETS
Tom Baird from our equity team contributed to a nice 
piece for Investment Week (key chart shown shown above 
right) highlighting the challenges facing responsible 
investors in Emerging Markets, with China now 
responsible for some 44% of global CO2 emissions. 

Check out the full article here.

ANNUAL TOTAL CO2 EMISSIONS BY WORLD REGION

EXHIBIT 2; NUMBER OF STOCKS WHICH SCREEN AS BOTH VALUE 
AND MOMENTUM (US).

https://www.investmentweek.co.uk/feature/4029055/tread-carefully-ignoring-social-issues-in-emerging-markets-will-harm-investors
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INFLATION – RUN IT HOT BUT 
NOT TOO HOT…
Following on from a similar chart last month, 
I really liked the below chart from the Man 
Institute, which looks at the returns of bonds 
and equities across the full range of inflation 
experiences, broken down into percentiles. 
Consistent with other analysis, it highlights 
that inflation isn’t a major problem for 
financial assets until you get it well north of 

5%, and it is only the worst 5% of inflation 
outcomes that have really put a serious dent 
in asset markets. 

The coming decades are likely to be all 
about Central Banks trying to manage 
inflation to within a 2-4% range, walking a 
tightrope to generate enough inflation to 
deflate away a modicum of the Government 
debt run up over the past 12 years, without 
overdoing it and crashing financial markets. 

Those high yield issuers – they know how to play the game.  
One of the slightly strange things about high yield is that demand 
seems to be highest when spreads are tight, which makes sense 
on some levels. Bloomberg reports that sub-investment grade 
issuance hit a record quarter – more than $150bn of new bonds 
– just as spreads hit the 350bps level, below which we struggle to 
see much value – as the chart below shows:

HIGH YIELD ISSUANCE & SPREADS
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San Francisco – the urban beneficiary of 
the silicon valley craze – and perhaps the 
poster child for the rippling effects of 
Covid-19 on society and business. As the 
human trickle out of the Bay area has 
become a flood, Savills reports that office 
availability has soared from below 10% in 
Q1 2020 to more than 20% today. 
Unsurprisingly, this has led to a sharp 
reversal in asking rents, which had been 
steadily rising for the last few years. 

In the Autumn, Upwork concluded, on the 
back of multiple surveys, that roughly 

7-12% of US households are planning to 
move because of the new remote-work 
opportunities created during the 
pandemic, most to places two or more 
hours away from their current location.

Another series of surveys estimated  
that increased working from home  
will decrease spending on meals, 
entertainment and shopping in major 
business districts in the US by 5-10% 
relative to pre-pandemic levels.  
Not everything is going back to the  
way it was pre-Covid-19.
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Ships, containers, goods – they all are 
not in the place we need them, so the 
knock-on impact is not going to be 
measured in days or weeks. It’s going 
to be measured in months.

Douglas Kent,  
the Association of Supply Chain Management
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