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before you get stuck in…  

Nick Blake 
Managing Director, Wealth

Welcome to the inaugural edition of 
Redington’s Investment Edge, where 
our aim is to bring you thoughtful 
insights and perspectives on topics 
that will help you add value to your 
clients – giving them the ‘edge’ (see 
what we did there?!). 

As investment consultants who advise 
across a range of global sectors – DB and DC 
pension schemes, sovereign wealth funds, 
endowments, foundations, charities, asset 
managers and wealth managers – we hope 
our broad perspectives help bring you a 
useful, and perhaps edgy, insight. 

In this edition we explore why many clients 
are not being sufficiently rewarded for the 
risks they’re taking and we take a look at 
how they can extract more return from their 
available risk budget.

We also speak to Anastasia Guha, our Global 
Head of Sustainable Investment, about net 
zero: what it is and how to go about aligning 
your portfolio with your emissions ambitions. 

You’ll also hear from Adam Jones, our CTO, 
on why fund research ultimately comes down 
to qualitative decisions and how firms can 
best protect themselves from behavioural 
biases, using technology to support robust 
decision making. And, while on the topic 
of fund research, our Head of Manager 
Research, Nick Samuels, gives us an update 
on what the Redington research team are up 
to.

I hope that’s given you enough incentive to 
get stuck in, feedback is always welcome…

As always, if you want to explore any of the 
topics we’ve discussed further, please get in 
touch – we’d love to chat!

mailto:nick.blake%40redington.co.uk?subject=Investment%20Edge%20Q3%202021
mailto:nick.blake%40redington.co.uk?subject=Investment%20Edge%20Q3%202021
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gaining an active advantage 

UK retail flows into low-cost index funds 
continued record net sales in 2020 at 
£18.4bn. This follows a 4% year-on-year 
growth over the past decade according to 
The Investment Association. But why this 
explosive growth? Well, it’s likely largely to 
do with the shift in the value proposition of 
advisers who are now far less eager to shout 
about their ability to beat the market and far 
more confident in promising clients they’ll 
help them reach their goals. This shift is 
understandable, given advisers have far more 
control over the latter offering – and clients 
feeling they ‘got what they paid for’ is what 
ultimately drives ongoing custom! 

So, with many advisers finally acknowledging 
their forte is not in picking winning funds 
– because let’s face it, even the most 
sophisticated shops, with huge resources, 
struggle to do so – why haven’t they just 
moved to active, multi-asset funds which will 

do all the work for them? It turns out some 
have… but we’ll touch on that in a minute. 

Those who haven’t have instead focused on 
the merits of passive investing. There’s a 
whole host of evidence in favour of passive 
investing: on the whole, active management’s 
ability to demonstrate consistent market-
beating tendencies is thin on the ground. 
And so, for many investors, indexing is a 
great place to start, and often a great place 
to end too! Which is something institutional 
investors discovered long ago. 

Aside from performance, cost has been 
a huge driver of this change: even when 
active managers can evidence alpha, it’s 
often gobbled up in fees before it hits the 
clients’ pockets. It’s surprising to see how 
many managers would have produced 
market-beating performance had it not been 
for steep fees. There’s no denying active 

management is difficult, but it’s made even 
more so with the drag of high fees. 

Frustrated with returns, many advisers have 
turned to index funds, while others have 
outsourced to those they think might fare 
better in picking the right funds for them, 
hence the growth in multi-asset funds (a 
143% increase in AUM since 2011). But is this 
actually improving client outcomes, or just 
shifting the challenge? 

There’s no denying 
active management is 
difficult, but it’s made 
even more so with the 
drag of high fees. 
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With many multi-asset teams relying on the 
same resources available to advisers (i.e. the 
usual plethora of off-the-shelf share classes 
available on most platforms), the hope lies 
in smarter asset allocation. But their abilities 
will need to outweigh the additional costs 
associated with outsourcing, which only add 
to the existing fee problem. 

At Redington, we’re frequently asked to 
evaluate the performance of an adviser’s 
chosen outsourcer – the results of which can 
often be described as mediocre. But when 
studying this lacklustre performance, we 
notice three common themes: 

On the flip side, when addressed, these three 
themes can provide a source of added value: 

1. Sharpe-ning (excuse the pun) the asset 
allocation and spending risk budget wisely;

2. Finding high-conviction managers; and
3. Accessing these managers at attractive 

fees (often via an institutional share class). 

So, what’s the solution? A risk-efficient asset 
allocation managed by great active managers 
who charge low fees! And don’t believe the 
whole ‘you get what you pay for’ dogma, 
because while that may be true in many 
walks of life (think German cars, a good suit, 
Fairy liquid…), it’s almost always not the case 
in fund management.

In short, the choice is simple: go for passive 
or, if you have the risk budget, go for active 
– but if you do, make sure you seek out great 
managers and negotiate relatively low fees. 

Inefficient portfolio hypothesis 
Gaining an active advantage

At Redington, we’ve spent many 
years helping solution providers 
address these three themes to 
bring value to their clients. We have 
a vast experience in honing asset 
allocation to extract every ounce 
of return from the available risk 
budget, and our high conviction, 
global-coverage Manager Research 
team have a proven track-record 
in helping to identify the best 
managers for the job. Plus, advising 
over £600bn of assets across 
pension schemes, foundations and 
other institutional investors allows 
us to leverage our scale to access 
the best fees for our clients. 

so what?

Sources: Investment Management in the UK 2020-2021.  
The Investment Association, September 2021.asset

allocation
manager 
selection    fees

With portfolios often 
sitting below the 
efficient frontier, 
clients are frequently 
uncompensated for the 
risks they’re taking. 

Efficient asset allocations 
won’t result in strong 
performance if the 
managers are sub-par.

As we mentioned earlier, 
fees can have a huge 
drag on performance, 
particularly where  
retail share classes  
are concerned. 
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approaching net zero

What does net zero mean?

Reaching a point of equilibrium whereby 
any greenhouse gases (GHG) emitted into 
the atmosphere are offset by GHG sinks 
(like forests) and emerging technologies 
(like carbon capture utilisation and storage 
(CCUS)). Reaching this state by 2050 will 
enable us to prevent global temperatures 
from rising above 1.5°C from pre-industrial 
levels, which is widely agreed to be in the 
‘safe zone’, limiting the harmful effects of 
climate change. This is in line with the target 
that the Paris agreement, signed by 197 
countries, has set for the world.

Is 2050 a realistic target? 

Given our current emissions trajectory, 2050 
is a stretch. To reach this goal, citizens, 
the economy and governments across the 
globe will need to cut emissions heavily 
this decade; ideally reducing emissions by 
about 50% by 2030. The reason I say it’s a 
stretch is because global emissions have 
consistently been on the rise. One exception 
to this was 2020, where the pandemic-related 
restrictions caused emissions to fall by 
7%. This is the level of emissions reduction 
needed each year this decade if we’re to 
reach our 2030 target. 

Sustainable investing, it’s the word 
on every investor’s lips. So, to ensure 
you’re well-versed with the latest 
happenings in this space, we’ll 
be speaking to a member of our 
Sustainable Investment team each 
quarter and sharing their responses 
via Investment Edge. 

First up is Anastasia Guha, our Global 
Head of Sustainable Investment, on 
net zero. 

Anastasia Guha 
Global Head of Sustainable Investment
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How should a wealth client approach a net-
zero target? 

For all investors, including wealth, net zero is 
a journey which, like any other goal, requires 
planning. My advice would be to start with 
what you can do immediately within the asset 
classes you’re already invested in. Initially 
this’ll most likely include listed equities, listed 
fixed income and real estate. These assets 
already have a range of implementation 
tools available to align with your net-zero 
target from asset allocation, to low-carbon 
investments, tilts and exclusions. 

In short, start by deciding which funds are in 
scope for the next three-to-five years, what 

range of emissions reductions you’d like to 
see and how best to achieve this using the 
implementation tools available. 

It’s worth noting that asset classes such 
as private markets, sovereign debt and 
derivatives often present nuanced challenges 
given the lack of agreed methodologies 
for estimating carbon footprint. Without 
a footprint, it’s difficult to know the level 
of emissions reductions you’ve achieved 
through your portfolio decarbonisation. 
Hence, these assets are likely to come into 
scope later down the line. 

Sustainable investing Q&A 
Approaching net zero
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Should wealth clients be targeting a green 
portfolio or a green economy?

You could argue that the only way to build 
a green portfolio is to contribute to building 
a green economy. The risk of a warming 
climate will impact all sectors of the global 
economy and consequently all investments. 
You’re not going to be able to diversify your 
way out of this one unfortunately! 

Resist the temptation to sell out of high-
emitting funds quickly – because while this 
will improve your direct risk profile, the beta/
systematic risks will remain unchanged. 

Instead, think of your net-zero commitment 
as focusing on the transition to a low-
carbon world where your role is to assist 
economic sectors in their decarbonisation 
efforts by allocating to those that are making 
substantial contributions to climate solutions 
and away from polluters. This should not only 
boost the long-term returns of your portfolio 
but will also help to decarbonise it as the 
underlying economy decarbonises too.

Sustainable investing Q&A 
Approaching net zero
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Will implementing a net-zero target come at 
a cost? 

Research on long-term investment 
performance attribution has shown that 
incorporating climate risks into investment 
decision-making does not come at a cost 
to performance. Rather, academic research 
shows a positive or, at worst, neutral 
correlation between performance and the 
incorporation of climate risk. 

Additionally, while clients may be paying a 
little bit more for lower-emission funds in 
2021, the downside risk faced, and upside 
opportunities missed, by not reducing 

emissions early are likely to be far higher over 
the medium and long term.

Next quarter we’ll be speaking to Paul Lee, 
our Head of Stewardship and Sustainable 
Investment, about net-zero portfolio 
construction and stewardship in the context 
of wealth investing. 

Sustainable investing Q&A 
Approaching net zero
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BEHAVIOURAL BIAS FROM 
FUND SELECTION     

balancing qual with quant 

Although investment research teams rightly 
deploy great swathes of quant analysis when 
working to deliver long-term value to their 
clients, the final allocation is often driven 
by human decisions based on informed 
judgement and are therefore susceptible to 
behavioural bias.  
 
Indeed, it’s precisely this human, behavioural 
element that underpins the art of fund 
selection. There’s a reason why the process 
typically begins with a face-to-face meeting: 
it’s a crucial opportunity to gather insight 
on the manager’s style, mindset, investment 
philosophy and other relatively abstract 
factors. How strongly are they driven by their 
own conviction? How well do they work with 
the team surrounding them? And where do 
they truly see value in the sector?  
 
Questions like these are essential to 
assessing a strategy and finding a manager’s 
competitive advantage. They can also 
help expose potential risks, including the 

manager’s own behavioural biases. An 
ambiguous philosophy, excessive self-
belief and a lack of self-discipline are 
classic qualitative ‘red flags’ which might 
otherwise stay hidden in a quantitative 
blind spot. And as the disclaimer points out, 
past performance is no indicator of future 
performance. 
 
Uncovering these intangible qualities has 
always been crucial to the final decision 
process, marrying quantitative data sets 
with qualitative analysis. But capturing the 
latter in a meaningful, measurable way and 
monitoring both on an ongoing basis has 
always been challenging. 
 
Could the solution lie in technology? 

Advanced data analytics tools can combine 
these factors to create an intuitive, intelligent 
and accessible record of the entire fund-
selection process, helping us tackle the 
problem, and refine the process further still.  

It’s an essential but underappreciated 
factor of fund selector life that 
the decision to invest in any given 
manager – however driven by 
quantitative data – can often come 
down to a qualitative choice. It’s art 
backed by science. 

Adam Jones 
CTO
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Stronger governance, greater efficiency, 
faster growth  
 
For any investment research team, data has 
always been the key to making smarter, more 
efficient decisions; now this can be equally 
true of the qualitative factors.  
 
By converting even the most subjective 
observations into tangible data points, you’re 
able to create a record of your investments 
in a fund, as well as logic underpinning 
this (including the qualitative factors that 
informed your thinking).  
 
Therefore, should an investment not pan out 
as expected, you’ve got a comprehensive 
audit trail providing insight into your entire 
selection process, helping to facilitate more 
robust governance procedures. What’s 
more, it can also help to mitigate against 
behavioural biases, ensuring you remain 
invested for the right reasons.  

How tech can help remove behavioural bias from fund selection 
Balancing qual with quant
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Helping you stay true to your objectives 
 
Consistent monitoring of both quantitative 
and qualitative data is crucial for ensuring 
that your recommendations remain 
appropriate as you scale up your business 
and grow the range of managers and funds 
you’re invested in. Today, technology is 
evolving to make that monitoring more 
intelligent than ever.  
 
For example, advanced data analytics tools 
can now combine a clean, impartial view of 
fund performance with tailored alerts and 
automatic scoring to identify which funds 
may need attention. This helps identify any 
smaller, less significant allocations whose 
long-term underperformance could seriously 
impact client outcomes. And however large 
or small the investment, the tech is of course 

unsentimental: it can help to combat any 
personal biases towards those particular 
funds or managers.  
 
What’s more, qualitative data enables the 
tech to look beyond performance and 
monitor for shifts in a manager’s style 
or signs of a departure from their stated 
philosophy. It’s a natural human tendency to 
trust in reputation, but if a manager who only 
used to invest in large caps starts to allocate 
to smaller or unquoted companies, it may be 
time to intervene.  
 
In this way, the latest tech is not only 
combining the best of quant and qualitative 
analysis; it’s ultimately blurring the line 
between them and bolstering both the art 
and science of the process.  

How tech can help remove behavioural bias from fund selection 
Balancing qual with quant

Behavioural biases can be hard to 
overcome, but we believe tech can 
provide a solution. That’s why we 
built ADA: an integrated technology 
platform that combines quantitative 
analysis with qualitative research 
to help you make better-informed 
decisions which lead to better client 
outcomes. You can find out more 
about ADA here.

so what?

An earlier version of this article appeared at Citywire

https://redington.co.uk/publication/ada-wealth-managers/
https://citywire.co.uk/wealth-manager/news/fund-selection-how-analytics-helps-remove-sentimentality/a1524318
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meet our Head of Manager Research

Which asset classes do you cover?

Everything! As I run Redington’s Manager 
Research team and sit on our Investment 
Strategy Committee, I spend time looking at 
all our rated strategies across every asset 
class. I won’t know the ins-and-outs as well 
as our asset class specialists of course, but 
it’s important that I understand the broad 
investment thesis. I tend to get particularly 
involved when we’re researching something 
new, whether that’s a manager or an asset 
class (like social housing or global technology).

What ideas have you been working on lately?

As a team, we need to balance the monitoring 
of existing rated strategies, whilst also 
looking at new, evolving areas. A key focus 
for our client base at the moment is carbon 
reduction – so we’ve been spending a lot of 
time researching impact strategies. I’ve been 
involved in our research into natural capital, 
impact private debt and impact hedge funds 
over the past few months. Not all research will 
necessarily result in a rating: we take a look at 
the asset class first, and then decide whether 
it represents an investable opportunity. If it 
does, we’ll drill down to identify managers that 
represent the best implementation route. A 
good manager in a bad asset class is unlikely 
to be a successful investment.

To keep you up-to-speed on all things 
asset class, we’re pulling one of our 
manager research specialists aside 
each quarter to have a chat over the 
(virtual) water cooler to find out what 
they’re up to. 

This quarter we spoke to Nick 
Samuels, our Head of Manager 
Research. 

12  |  Investment Edge  |  Q3 2021

Nick Samuels 
Head of Manager Research
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What’s gone well over the past 12 months?

I continue to be thoroughly impressed with 
the team’s ability to work remotely, adapt to 
changing needs and find new and interesting 
ideas, both at the asset class and manager 
level.

What hasn’t gone so well over the past 12 
months?

We’ve not had as much downtime as we would 
have liked: it’s been a very busy period with 
client work and trying to keep to our research 
agenda. 

What does the next 12 months look like?

We’ll be on-boarding some new team members 
soon. We have someone from Redington’s 2021 
graduate cohort joining our team, as we do 
every year, and are also expanding our equity 
and hedge fund capabilities, which will require 
two new hires. Having a well-balanced, diverse 
and motivated team is crucial to the success 
of the firm, and so hiring is a very rigorous and 
well thought through process. We’ll also be 
stepping up our engagement efforts over the 
coming months with the asset management 
community in areas we really care about as a 
firm, such as climate and diversity.

Water cooler chats 
Meet our Head of Manager Research

13  |  Investment Edge  |  Q3 2021
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What makes you tick outside of work?

My two kids (Freddie and Matilda) and two 
lockdown kittens (Sven and Olaf) keep me 
pretty busy. The key to parenting is to get your 
kids interested in things you like too, so now 
that they’re nine and 11 I like to drag either one 
with me to Tottenham to use our Spurs season 
tickets.

Water cooler chats 
Meet our Head of Manager Research
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OF OUR THINKING?

INVESTING 
SUSTAINABLY

for the benefit of people and planet

Redington’s 2021 Sustainable 
Investment Survey

The IPCC’s Sixth Assessment 
Report: urgent investor action 
required 

Hedge Fund Teach-in Manager Research Update 
Q3 2021

Tiny Decision Hacks

The issue with sector equity 
funds… 

Owen James’ Themes Around the 
Screen with Redington

Thoughts From the Loft – 
October 2021

THOUGHTS 
FROM THE 
LOFT

Pete Drewienkiewicz

grab yourself a cuppa and  
   have a read of these...

https://redington.co.uk/publication/sustainable-investment-survey-2021
https://redington.co.uk/the-ipccs-sixth-assessment-report-urgent-investor-action-required/
https://us02web.zoom.us/rec/share/zHhxc_v8OjfasxoljTWlwVnPxUuhi9c17XO8SU74lwINC7z5qcc-eOlYkbLVqWbe.jxNzt3BfDtGS3ZAr
https://redington.co.uk/publication/manager-research-update-q3-2021
https://redington.co.uk/tinydecisionhacks/
https://redington.co.uk/the-issue-with-sector-equity-funds/
https://player.vimeo.com/video/588309211?h=36ff3d05f5
https://redington.co.uk/publication/thoughts-from-the-loft-october-2021/
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Disclaimer 
This Market Communication will not be unsolicited, will not be produced in accordance with the legal requirements designed to promote the independence of 
Investment Research (as defined by FCA rules) and are to be considered as permitted “minor non-monetary benefit(s)” (as defined by the FCA Rules and/or 
any Applicable Rules). Unless indicated, these are the views of the author’s and may differ from those of the firm. We do not provide personal recommendations 
(as defined by FCA rules), nor advise you on the merits of any transaction in investments. We may provide you with information about investments, including 
their terms or performance, and we may provide you with trading ideas. However, in providing such information and ideas we will not be making a personal 
recommendation to you nor advising you on the merits of any investment, and you will be responsible for making your own assessment of such information and 
ideas. We will not take into consideration your investment objectives. Where we provide information or trading ideas, this will be based on underlying information 
from sources believed to be reliable but we are unable to confirm the accuracy of all information supplied to or obtained by us and accordingly cannot accept 
liability for any direct, indirect or consequential losses arising from the use of such information. For the avoidance of doubt, we are not required to assess the 
suitability of any investment for you, and you will not benefit from the protection of the FCA Rules on assessing suitability.

WANT TO DISCUSS FURTHER?
get in touch

Nick Blake 
Managing Director, Wealth

   

Pete Drewienkiewicz 
CIO, Global Assets

   

Laura Bampfylde 
Director, Wealth

   

Redington Ltd. 
Floor 6 One Angel Court 
London EC2R 7HJ 
+44 (0)20 7250 3331 
info@redington.co.uk 
redington.co.uk 

https://www.linkedin.com/in/nick-blake-65178b19/
mailto:nick.blake%40redington.co.uk?subject=Investment%20Edge%20Q3%202021
https://www.linkedin.com/in/pete-drewienkiewicz-3971351b/
mailto:pete.drewienkiewicz%40redington.co.uk?subject=Investment%20Edge%20Q3%202021
https://www.linkedin.com/in/laura-bampfylde-2b951558/
mailto:laura.bampfylde%40redington.co.uk?subject=Investment%20Edge%20Q3%202021
https://www.linkedin.com/company/redington-ltd/

