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RESPONSIBLE INVESTMENT

As we continue into the climate 
transition decade, we saw some signs of 
what’s to come for Big Oil. Shell 
announced what looks to be one of the 
most ambitious 2050 net zero targets, 
whereas Exxon announced a writedown 
of $20bn following a year that saw it 
lose 40% of its market value. Exxon 
continues to be a transition laggard, and 
looks to be being punished for it.

good morning all!
Welcome back to February’s Thoughts from the Loft roundup of the month’s 
market musings. As ever, very little of it is my own work, I am merely the 
curator of a lot of clever people’s “stuff”, who in turn I try to credit wherever 
possible. It has certainly been another exciting month in markets. Value 
stocks have had an impressive rebound over the past few weeks and we’ve 
had a nasty scare in the interest rate markets as inflation fears picked up. 

Perhaps looking back, February will be remembered as the month when 
everybody felt they had to have a view on Bitcoin? We cover that in this 
month’s edition as well as lots more; is a commodity “supercycle” brewing? 
Which nations are furthest along their Carbon reduction 
journey? What does the pick up in inflation fears mean for the 
stock market? This month’s bulletin highlights some of the 
more interesting questions and perspectives being picked up 
in commentary and content, curated and commented on by 
myself. I hope you enjoy it.
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Refreshed research into Emerging 
Market equities with some new manager 
ideas uncovered. 
Took another look at the Systematic 
Macro space without finding any  
viable funds. 
Continued research into Social Housing, 
Impact Equity, ABS and EM Debt. 

MANAGER RESEARCH UPDATE 

Are we entering a new commodity supercycle? 
JP Morgan thinks so; the last 12-year upcycle 
ended in 2008, and the last 12 years have been 
defined by low growth and low inflation which 
the bank now see upside risks to. The catalysts 
they see for the new supercycle are shown left 
– and most investors, particularly in the UK, are 
underweight commodities, although 
trend-following and risk parity funds provide 
some diversified exposure to the sector.

ARE WE ENTERING A NEW COMMODITY SUPERCYCLE?

Another big month for Net Zero in the 
pensions industry with Smart Pensions, 
Cushon and Scottish Widows all making 
public commitments to hit Net Zero 
emissions by 2050 or sooner.

On a final note, research showed that 
despite UK law requiring all large 
companies to disclose material 
information on their climate risks and 
impacts, 90% of the FTSE 250 made no 
reference to climate-change related 
factors in their financial accounts.
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Very much in the “good news” camp, the Economist 
reported that Britain is leading the way on carbon 
emissions, having reduced emission levels more than any 
other developed country since 1990. 

At the same time, European utilities have reached a 
turning point in their energy production, with E.ON and 
Denmark’s Orsted both now able to deliver more than 
half of their total energy output from renewable sources.

REDUCING CARBON 
EMISSIONS

ESG ratings – the new bane of every 
company’s life – are legendarily inconsistent. 
This chart shows the lack of clear relationship 
between the ESG ratings delivered by two of 
the biggest players in the space; FTSE and 
MSCI. ESG ratings are less than 50% 
cross-correlated by provider, compared to an 

average correlation of more than 90% in 
credit ratings. All this leaves investors having 
to sift through more data and do more hard 
lifting to figure out what all these ratings 
mean and how best to engage with 
companies.

COMPARING ESG RATINGS

EUROPEAN 
UTILITIES HAVE 
REACHED  
A TURNING POINT 
IN RENEWABLE 
ENERGY 
CAPACITY
Renewables as a % of total 
energy capacity

This information has been provided 
solely for informational purposes and is 
not an offer, or solicitation of an offer, or 
a recommendation to buy or sell any 
security or instrument listed herein.
Source: Capital Group energy. 
Estimates are for fiscal year 2020 as  
of 18/11/20.
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INFLATION VS. DEFLATION
The inflation debate is hotting up, with a 
startling rally in commodities pushing 
yield curves up through February. The 
real picture of inflation is a confusing one, 
since some things have become a lot 
more expensive and some have become a 
lot cheaper, while cars, household 
furnishings and clothing have basically 
gone sideways. 

The narrative here all depends on 
whether you believe in hedonic price 
adjustment, the magic process which 
adjusts for quality as goods improve 
through technological advancement.  
This all makes sense in some areas, like 
the power of a home computers, and less 
in others; the progress to ever tinier 
pixels on a home television, beyond the 
point the naked eye can discern. It’s 
unclear to me whether this is still working 
“as intended” or just creating “synthetic” 
deflation to offset inflation in areas 
people notice far more.

With inflation in the press – what should we expect from stock 
markets if inflation does pick up significantly? This great chart 
from Robeco’s Jeroen Blokland shows that the now-expected 
upswing in inflation to 2.5% to 3% is unlikely to derail stock 
markets, but a move to “high” CPI of more than 3.8% could 
cause a few more concerns, while CPI north of 6% has 
historically been outright bad for stocks.

As the following, rather cautionary, chart from Gavekal research 
shoes, S&P returns have been pretty much zero through 
inflationary periods, while the entire excess return to equities 
has been earned during disinflationary episodes.

WHAT ABOUT STOCK MARKETS  
AND INFLATION?
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Bitcoin. It certainly polarises 
opinion.

The FT thinks it’s a bubble (see 
chart above) and hasn’t been 
shy about saying so. Plenty 
more people will argue it’s the 
next big thing or even just a 
plain Ponzi scheme, but very 
few people seem to be able to 
answer my biggest question; 
what’s it really for? 

This hasn’t stopped it 
appreciating to a record 
multiple of the gold price (see 

chart above right), but surely if 
it’s to gain widespread adoption 
as a currency, it’ll need to 
stabilise somewhat, to smooth 
out its spending power.

For me the biggest risk to 
cryptocurrencies remains the 
regulation, eradication or even 
outright seizure of this flavour 
of assets by mainstream 
Governments, for whom 
alternative currencies remain 
somewhat problematic.

Read more

The Bitcoin-to-gold ratio recently touched a record high, after the digital coin 
quadrupled in price.

For those wondering what we think, just 
in the nick of time we have another good 
post from the Redington blogosphere  
(I am reliably informed that this is a real 
word now), this time from Tom 
Wake-Walker who leads our Liquid 
Alternatives research exploring the Bull 
and Bear case for the cryptocurrency. 
Maybe it’s just the cynic in me, but the 
bull case feels a little light to me; that its 
ultimately limited supply will see Bitcoin 
become an alternative to precious metals, 
a “digital gold” if you will.

BEATING BULLIONBITCOIN: ‘THE MOTHER OF 
ALL BUBBLES’?

https://www.bloomberg.com/news/articles/2021-01-22/cryptos-won-t-work-as-actual-currencies-ubs-economist-says
https://redington.co.uk/bitcoin-the-bull-bear-case/
https://redington.co.uk/bitcoin-the-bull-bear-case/


TRUST IN INFORMATION SOURCES 
AT RECORD LOWS
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The Edelman Trust Barometer for2021 is out, and it’s a pretty 
fascinating read link to it here. 

Anyone who interacts with Social Media in any way shape or form 
will be aware that trust in news, institutions and leaders has been 
eroded significantly over the past 12 months. The Edelman Trust 
Barometer examines these trends and has some great graphics 
highlighting the big shifts seen over the span of the Covid-19 
pandemic, including this one which shows the clear down trend in 
trust in information. My only surprise? That they managed to find 
35% of people who trust in Social Media! 
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NOT TOO LONG TIL WE CAN SAY GOODBYE 
TOO ALL THESE…. HOPEFULLY
Source: XKCD

https://www.edelman.com/trust/2021-trust-barometer
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