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INVESTMENT GOVERNANCE 
PRINCIPLES tried-and-tested

MISSION

  1  A key element of success in any investment 
undertaking is clearly defining the problem that 
needs to be solved and the constraints that 
apply.

  2  The quality of investment governance can 
positively or negatively influence return 
generation, risk management and stakeholder 
relations. The allocation of governance resources 
should therefore be assessed as an investment 
with associated benefits, risks and costs, rather 
than simply a cost to be managed.

  3  There is no ‘one size fits all’ optimal governance 
solution – the best approach for you will be 
determined by your individual circumstances, 
objectives and constraints.

  4  All actions are driven by explicit or implicit 
beliefs about the world. Clearly defining your 
beliefs around key factors such as investment, 
risk and decision-making allows them to be 
challenged, used consistently and evolved.

  5  Achieving alignment of stakeholders’ views 
is important for progress. The greater the 
clarity on stakeholders’ beliefs, objectives and 
constraints, the greater the ability to design and 
communicate effective solutions that they can 
support.

PEOPLE & CULTURE

  6  Getting the right people in the right roles is one 
of the best investments you can make.

  7  Leadership is especially important – effective 
board and committee chairs significantly 
increase the odds of success and vice versa.

  8  Adding independent professionals with 
appropriate knowledge to your investment 
decision-making process will bring experience, 
expertise and challenge that you will rarely be 
able to get internally. 

  9  Some of the most difficult words for people to 
say in front of others are, ‘I don’t understand’ and 
‘I was wrong’. Creating a culture of psychological 
safety, openness and continuous learning 
increases the likelihood of better decisions.

10  Robust debate is important for high-quality 
investment governance and diversity of thought 
contributes to this. Too much cognitive diversity, 
however, can be as bad as too little.

PRACTICES

11  Decisions should be taken in the forum where 
they have the greatest chance of being 
successful.

12  For every decision there should be both clear 
accountability and effective oversight.

13  Good decisions can produce bad outcomes and 
vice-versa, but over time, making good decisions 
stacks the odds in your favour.

14  Monitoring the quality of your decision-making 
can be as important as monitoring the financial 
performance of your investments.

15  To create effective outcomes, you must not 
only have a clear view on which decisions are 
the most important for your goals, but also the 
discipline to consistently spend the right amount 
of time on these areas.

16 When choices are hard, there can be a powerful 
urge to do nothing. It’s important to recognise 
that not making a decision is a decision in itself, 
for which you retain responsibility.

17  If you don’t believe you have the skill-set or time 
to make a good decision, then consider how to 
get the skills and time you need. If you can’t do 
this, consider alternate governance solutions.
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CONTEXT 

Investment outcomes matter – 
they define whether your fund 
can meet its obligations. They can 
also be easily measured. However, 
sometimes even the most sensible 
and considered choices can lead 
to unexpected and unwelcome 
outcomes.

When things go wrong, it can cause an array 
of negative responses. This can range from 
knee-jerk reactions, to stalled choices and 
less confidence in your decision-making.

It’s always going to hurt when things don’t go 
as planned. But, by understanding whether 
you’ve made a good or bad choice, you can 
react effectively and help ensure that one 
unwelcome outcome doesn’t lead to another.

When an unwelcome outcome hits you:

Knowing you made  
a good choice

Knowing you made  
a bad choice

When you don’t know

It still hurts  It hurts more It really hurts!

But But But

Able to deal with it

Confident in process

Confident in future decisions

Can learn from it

Retain confidence in other
elements of proces

Indecision

Knee-jerk reactions

Not confident in process

The ‘light’ for decision quality is often less good, so many boards don’t attempt to evaluate 
their choices. The positive news is that, with just a little effort, you can create a practical and 
effective decision-monitoring framework for your fund that will help you make good choices 
now and react appropriately if and when the unexpected occurs.

How do you do this? We believe there are three key steps:

Defining a good 
decision.

Using this definition
to build an 
integrated checklist 
and decision
log (AKA, a 
CheckLog).

Using your 
CheckLog to review 
outcomes.



THREE STEPS TO BETTER DECISION-MAKING |  4

STEP 1

Defining a good decision is at the 
heart of the process, since the 
terms you use will provide the 
subsequent framework for your 
CheckLog. The challenge for asset 
owners is creating a definition 
that encapsulates enough detail 
to be useful without becoming 
too unwieldy. Set out below is a 
definition that we believe will provide 
a suitable starting point for most 
boards. 

The decision:

Is consistent with our investment beliefs

As we set out in Principle 4, we believe that 
a clearly articulated set of investment beliefs 
is useful. It will provide your board with a 
consistent framework for taking decisions 
and an objective basis for helping assess the 
quality of past decisions.

Is within our ‘circle of competence’ or, if 
not, appropriate advice has been taken

As Warren Buffet notes, you’re likely to get 
better outcomes when taking decisions 

where you have good knowledge. In today’s 
complex investment environment, that’s 
difficult for many asset owners. When 
operating outside your circle, ensure that you 
get appropriate advice that’s framed in a way 
that helps you understand the choice you’re 
making.

Is appropriately debated 

The level of debate should be broadly 
proportional to the level of impact the 
decision will have, i.e. more time spent on 
more important decisions. The debate needs 
to cover all the practical issues, e.g. have 
we considered diverse perspectives and 
alternative courses of action and what are 
the key risks?

Is taken in a timely manner
 
The timing should be ‘right-sized’ – relevant 
to the importance of the decision and how 
time bound the opportunity or risk is.
 
Can be explained clearly to stakeholders
 
Every asset owner has important 
stakeholders. Being able to clearly explain 
why choices were made helps to build trust 
and a supportive relationship.

“The most important thing in terms of 
your circle of competence is not how 
large the area of it is, but how well 
you’ve defined the perimeter. ”

Warren Buffet

defining a good decision

what you 
know

what you think 
you know

th
e c

irc
le of

 competence
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STEP 2

A CheckLog is a tool that helps you implement good decision-making and capture why your decisions were made. 
It can be paper or electronic, simple or complex. The checklist helps ensure that you meet your criteria for good 
decision-making. The log element captures your reasoning for future analysis. We’ve set out an example below.

building a CheckLog

What is the decision?
To fully hedge our exposure to currency risk 
in our international bond portfolio.

Why was the decision taken?
To mitigate an uncompensated risk.

Is it consistent with our investment 
beliefs?
Yes – we have expressed a belief that the 
Fund should not be running investment 
risks, unless there is clear evidence that 
these are rewarded over the long-term.

Is it in our ‘circle of competence’,
and if not, what action have we taken?
A supporting recommendation was received 
from our investment consultant.

Has an appropriate level of debate
taken place?
Yes – the issue was debated at length by
the Investment Committee and approved by 
the Trustee Board.

 
 

Did we take this decision in a timely 
manner?
Yes – the decision was taken and 
implemented before the Brexit referendum 
to limit exposure to market volatility.

Can our decision be explained clearly
to stakeholders?
Yes – as noted above, the decision is 
consistent with a clearly articulated 
investment belief and professional advice.

What other options were considered?
We considered a range of potential currency
hedge ratios and debated their pros/cons.

What are the key risks?
In taking the decision – ‘regret risk’ if 
Sterling falls and the hedge loses money 
following the referendum result. Potentially 
losing diversification benefit from currency 
exposure. 

In not taking the decision – ‘regret risk’ 
if Sterling rises following the referendum 
result; running a strategy which is 
inconsistent with our beliefs.

What are the alternatives?
Continuing to run with unhedged currency
exposure.

Who is accountable for getting the
decision implemented, and by when?
Our investment consultant has overall
accountability for project managing the 
transition. Our LDI manager will execute the 
necessary trades. Target implementation 
is within four weeks of the Investment 
Committee meeting. 

Does this decision necessitate work in
any other areas?
The hedging programme will have collateral 
requirements. These have been reviewed 
and accounted for within our wider approach 
to collateral management.
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STEP 3
reviewing outcomes

With this information captured, you can populate a log that provides a clear summary of your decision. This provides 
a detailed chain of reasoning to help you analyse past decisions.

Decision Hedging currency risk in the international bond portfolio

Date December 2021

Relevant paper Redington paper November 2021 - presented to Investment Committee December 2021

Yes/No Comments

Why is the decision being taken? N/A Remove an uncompensated risk

Is this consistent with our beliefs? Yes

In our circle of competence/other actions? No Advice taken from the Fund’s consultant

Has an appropriate level of debate taken place? Yes Discussions at December 2021 meeting

Were other options/alternatives considered? Yes Do nothing, plus a range of other hedge ratios

What are the key risks? N/A Regret risk impacts all choices

Did we take this in a timely manner? Yes

Is there a clear implementation plan? Yes
Redington overseeing, LDI manager executing trades.
Target for completion four weeks from decision

Does this decision impact other areas? Yes Potential for collateral impacts – has been assessed and fits within current framework
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Step 3 
Reviewing outcomes

Whilst a board summary is always 
useful, the real value of a CheckLog 
comes when you wish to review the 
rationale in greater detail. The key 
here is capturing an appropriate 
level of information. This could be 
achieved in a number of ways:

•  If your fund has high-quality secretarial 
services, a detailed account of the 
discussion could be created.

•  If your fund has a highly involved decision-
making function, each member may 
want to submit their own independent 
CheckLog.

•  On some boards, a chair may wish to take 
this role.

•  On more resource-constrained boards, 
it could become the responsibility of the 
investment consultant to provide 
documentation for the chair’s approval.

Finding the right approach for your board 
may take a little experimentation, but we 
believe that finding an effective way to
document your decisions will pay  
long-term dividends.
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CONCLUSION

You can rarely control unwelcome investment 
outcomes, but by understanding what led 
to them, you’ll be in a better position to 
respond effectively. The starting point is 
defining a good decision and consistently 
measuring yourself against it. With a simple 
framework, and a little bit of work to use it 
consistently, you can maintain a disciplined 
decision-making process and interpret and 
communicate outcomes more effectively.

Knowing that a good decision was made will 
give you the confidence to apply the same 
disciplined process to future decisions, or 
understand where your process needs  
to evolve.
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Paul Richards 
Head of Governance 
& Decision Research 
T: + 44 (0)20 3463 8084

   

WANT TO HEAR MORE?
let’s chat

Disclaimer 
For professional investors only. Not suitable for private customers.

The information herein was obtained from various sources. We do not guarantee every aspect of its accuracy. The information is for your private information and 
is for discussion purposes only.

Redington Ltd is regulated by the Financial Conduct Authority. Redington Ltd do not advise on all implications of the transactions described herein. This 
information is for discussion purposes and prior to undertaking any trade, you should also discuss with your professional tax, accounting and / or other relevant 
advisers how such particular trade(s) affect you. All analysis (whether in respect of tax, accounting, law or of any other nature), should be treated as illustrative 
only and not relied upon as accurate. 

©Redington Limited 2021. All rights reserved. No reproduction, copy, transmission or translation in whole or in part of this presentation may be made without 
permission. Application for permission should be made to Redington Limited at the following address – Floor 6, One Angel Court, London, EC2R 7HJ. 

Redington Limited (6660006) is registered in England and Wales. Registered office: One Angel Court, London, EC2R 7HJ

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

To learn more about CheckLogs, or for 
help creating one, please get in touch.   

https://www.linkedin.com/in/paul-richards-34965883/
mailto:paul.richards%40redington.co.uk?subject=Decision%20Quality
https://www.linkedin.com/company/redington-ltd/
mailto:info%40redington.co.uk?subject=Decision-making%20CheckLogs

