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before you get stuck in…  

Nick Blake 
Managing Director, Wealth

Welcome to 2022’s first edition of 
Investment Edge; I hope this year is 
a happy and prosperous one for you 
and your clients.

Before we get down to business, I wanted to 
thank you for the wonderful feedback on our 
inaugural edition – I’m glad the articles hit 
the spot. We’ve received some great ideas 
for future issues; please keep them coming 
as we’d love to know what you’d like to hear 
about.

Before Christmas, I joined an industry 
networking event attended by many ‘Heads 
of’ leading wealth product providers, fund 
management companies, advice firms and 
associated service providers. I find these 
events are always well run, with good 
agendas and a vibrant discussion aided by 
Chatham House rules. 

The topic of this session was ESG 
(environmental, social and governance), and 
while the discussion covered the ‘S’ and ‘G’ 
factors, the bulk of the conversation centred 
on the ‘E’. Coming fresh out of COP26, this 
was to be expected. We discussed everything 
from consumer demand and suitability to 
pending regulation and data availability, 
among other things. The consensus was that, 
while things aren’t perfect, they’re moving 
forward. That said, I ended the day with a 
sense of unease: I couldn’t help but feel there 
was a tendency towards ‘let’s wait and see 
what clients ask for’, rather than taking the 
deliberate steps needed to transition to a 
net-zero world.
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Now, I’m all for listening to clients and 
responding to their needs, but this reminds 
me of the French radical Ledru-Rollin: “There 
go my people. I must find out where they 
are going so I can lead them.” Indeed, the 
data isn’t perfect, but I’d suggest investment 
professionals currently possess far more 
insights into what needs to be done to 
align with net zero than retail investors do. 
Surely it’s a challenge for those best able 
to influence better outcomes for people 
and planet? The attendees at this event are 
collectively responsible for trillions of pounds 
of invested assets.

It got me wondering: does the average 
investor need to do anything, or will their 
portfolio eventually find its own way to 

net zero? It’s a question I put to Paul Lee, 
our Head of Stewardship and Sustainable 
Investment Strategy. Like me, he thinks not 
and explains why in the following article.

On the topic of being deliberate about 
our portfolios, I’m indebted to the ever-
thoughtful Pete Drewienkiewicz, our Global 
Assets CIO and resident deep thinker, for 
an article outlining his views on inflation, 
given the debate on whether it’s transitory 
or more long-running. In particular, what 
might advisers and investors do to immunise 
themselves against the effects of inflation? 

Finally, as promised, each quarter we’re 
speaking to a member of our Manager 
Research team to find out what they’ve been 

up to. This quarter we spoke to one of our 
rising stars, Sarah Miller, to learn more about 
her research into private markets (an area of 
increasing interest to the ‘private’ end of the 
wealth market) and her terrific work holding 
fund managers to account on their inclusion 
and diversity efforts.

Assuming some of the above has piqued your 
interest, please grab a coffee, enjoy the read 
and do let us know what you think.

Editor’s note 
Before you get stuck in...

https://www.linkedin.com/in/paul-lee-60608b62/
https://www.linkedin.com/in/pete-drewienkiewicz-3971351b/
https://www.linkedin.com/in/sarah-miller-cfa-75a9069b/
mailto:wealth%40redington.co.uk?subject=Investment%20Edge%20Q4%202021
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net zero for wealth

Do I need to do anything to align my assets 
with net zero? Won’t my existing portfolio 
get there itself, eventually?

The world’s governments made a lot of 
progress at COP26 in Glasgow. But even 
if they deliver on the promises made – 
and that’s a big if – we’re still heading 
for somewhere between 1.8°C to 2.7°C 
of warming, relative to pre-industrial 
temperatures. We’re already experiencing 
some powerful climate impacts from the 1.1°C 
of warming already baked into the earth, so 
somewhere around 2°C will be painful for 
both people and portfolios. If governments 
fail to deliver on their promises, business as 

usual will take us to around 3.5°C degrees 
and above – this would be a catastrophe.
 
So, in short, no. We cannot rely on portfolios 
to get to net zero on their own. It’ll require us 
to take a more active approach. Investments 
that facilitate a 3°C or 4°C world, which is 
most of them right now given that’s where 
business as usual is taking us, won’t look 
great as the world transitions around us. And 
while portfolios will inevitably shift towards 
being less carbon-intensive as the world 
economy changes, it’s wise to get ahead of 
that wave rather than merely riding it. 

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 Paul Lee, our Head of 
Stewardship and Sustainable 
Investment Strategy, on the key 
learnings we can take from the 
institutional investing space regarding 
net zero.

Paul Lee 
Head of Stewardship & Sustainable 
Investment Strategy

https://redington.co.uk/publication/cop26/
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What are the ‘accelerated learnings’ wealth 
can take from the pensions world?

Many of our pension clients have already 
begun their journey to address climate in 
their portfolios. Regulation has obligated 
them to do so – the largest schemes 
are already required to integrate the 
recommendations of the Task Force on 
Climate-related Financial Disclosures 
(TCFD) into their governance, strategy, risk 
management and performance measures, and 
smaller schemes are following suit. While the 
TCFD-compliant pension governance and 
strategic processes don’t map easily across 
to the world of wealth management, the more 

incremental and practical steps that pension 
schemes are taking, do.  
 
It’s now possible to find a more climate-
aware approach in every asset class. And we, 
alongside our clients, have begun thinking 
about the impacts – in relation to climate and 
otherwise – of investments as a matter of 
course. While this line of thinking isn’t right 
for every client, and even the most engaged 
might not want to apply it across their entire 
portfolio, considering the opportunity for 
impact, and the benefit it can bring alongside 
positive investment performance, is proving 
worthwhile for many. 

Sustainable investing Q&A 
Net zero for wealth
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Is stewardship the preserve of active 
managers or is engagement possible in 
passive vehicles too?

Some of the best engagement – what’s 
now typically referred to as stewardship 
– is done by passive managers. They 
don’t have the option of walking away 
from companies that aren’t responsive to 
change, so they often need to be more 
persistent and pressing in their engagement 
activities. Some active managers are 
great at integrating stewardship into 
their investment processes, with portfolio 
managers pressing their holdings to improve 
across various ESG measures. Others are less 
successful, usually due to a divide between 
portfolio management conversations and 
the engagement dialogues, which risks 

undermining the message. 

There are good and bad stewards among 
both active and passive managers. The 
challenge is to spot the difference, and to 
award mandates with an awareness of the 
performance that might arise from good 
engagement as well as good investment.  

The recent reporting under the new UK 
Stewardship Code 2020 provides a useful 
window into the quality of engagement, but 
as investors are exposed at the fund level 
rather than the firm level, we shouldn’t stop 
at firm-level reporting. We must get under the 
skin of delivery within funds, as performance 
at that level may look rather different from 
the headlines.

Sustainable investing Q&A 
Net zero for wealth
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Sustainable investing Q&A 
Net zero for wealth

The Government has consulted on charities 
being able to prioritise ESG without risking 
accusations of performance damage from 
investors. Is similar guidance needed in 
other sectors, such as wealth?

Responding to climate change, and indeed 
addressing ESG matters more generally, is 
simply good long-term business sense. It 
has to be worthwhile to seek to avoid the 
erosion of value that would arise from failing 
to manage key business risks – which is what 
ESG investing seeks to do, as well as uncover 
opportunities. Charities have a shortcut in 
that they’re permitted to make assumptions 
about the backing they have to take clear 

ethical stances, such as health charities 
and foundations excluding tobacco-linked 
investments. Other investors don’t have such 
a shortcut, but the thought process around 
investments taking into account ESG risks 
shouldn’t be that returns are being sacrificed. 

Of course, in certain markets, any approach 
will underperform at times, as well as 
offering opportunities for outperformance 
in others. Still, ESG investing seeks to spot 
businesses that are well run for the long term, 
and identify sectors that’ll enjoy structural 
growth. That’s just another way of saying that 
ESG represents good sense in investment. 
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But first – why does it matter? 

Well, even a 3-year period of elevated 
inflation of, say, 4-5% is sure to make a huge 
dent in the real value of a portfolio. Most 
investors, from pension funds to endowments 
and individuals, are ultimately looking for 
their investments to at least deliver a real 
return to support their explicit or implicit 
liabilities. The returns on assets will be a 
function of both realised inflation and the 
changes in long-term inflation expectations, 
so both present a risk to investors. 

Now, having understood why we want to 
match inflation in a portfolio, we need to 
consider the value of various asset classes 
in an inflationary environment. 

Fortunately, lots of clever people –  
Schroders, Bridgewater, Man Group and JP 
Morgan, to name a few – have done lots of 
work on this which I can lean on.

and how to protect your assets

Inflation has very much captured the 
imagination of editors around the 
world. Last year we saw stories of 
supply chain disruption and its real-
life impacts; from container ships 
queuing to enter US ports to the 
spike in energy prices, ranging from 
Chinese Coal to European Gas and 
UK electricity. 

We’ve also seen economists identify 
increasingly contagious Covid 19-variants as 
having a particularly ‘stagflationary’ impact. 
This has created differentiated outcomes 
across the developed and developing worlds, 
spurring significant cost-push inflation, 
which has been accompanied by increasing 
tightness in Western labour  
 

markets. Although official data is only just 
beginning to pick this up, further bidding 
price pressures can also be seen in housing, 
where both rents and home prices are rising 
extremely fast. 

Despite all this, thus far the world seems to 
remain evenly split on whether the current 
inflationary period is merely ‘transitory’ or 
the start of something bigger. Most of the 
main bank analysts have taken the view that, 
following the current spike in price increases, 
they anticipate a further elevated period of 
12 to 24 months, followed by a substantive 
easing of inflation closer to trend levels. I’m 
not a crystal ball gazer, so I unfortunately 
can’t tell you what will happen, but I will try 
to provide a framework for thinking about 
the challenges this inflationary environment 
might bring.

Pete Drewienkiewicz 
CIO, Global Assets
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The general consensus is that equities are, at 
best, an average asset for fighting inflation. 
They perform well until inflation exceeds 
5% and then struggle. Indeed, recent JP 
Morgan Long-Term Strategy analysis found 
that when you remove the 1970s oil crisis 
years from the data set, there’s very little 
correlation between equity returns and 
inflation. Even on a sector-by-sector basis, 
Man Group found that no individual equity 
sector could offer significant protection 
against high and rising inflation. These 
findings contradict the widely-shared view 
that equities are real assets.

Similarly, we know that nominal bonds can’t 
protect us either – performance deteriorates 
as duration lengthens and so real returns 
on credit are also negative. On the other 
hand, Treasury Inflation-Protected Securities 
(TIPS) are robust to rises in inflation with 
similar real returns in inflationary and other 

regimes, both of which are positive, but 
inflation-linked bonds are amongst the most 
expensive assets out there (it’s almost like 
they knew something we didn’t).

REITs (or real estate investment trusts) 
is another asset class frequently cited as 
providing inflation protection, and indeed 
a recent piece of Schroders analysis 
showed that when inflation was high 
(above 3%) and rising, US REITs were able 
to outperform inflation 67% of the time. 
This sounds impressive, but is more likely 
a product of overall strong returns rather 
than a superior correlation to inflation, as 
another, older paper from Schroders shows 
a negative rolling correlation between US 
REITs and inflation, while UK and Japanese 
peers demonstrated meaningful positive 
correlations only over periods of more than  
eight years. 

What about gold? Surely that’s the answer 
we’re looking for?  
 
The same Schroders work shows mixed 
results for the shiny stuff, outperforming 
inflation in between 58% and 64% of 
inflationary scenarios, but unsurprisingly 
struggling to pull the same trick in an 
environment when inflation is high but falling. 

Looking at the commodity sector more 
broadly, a raft of research also supports the 
inclusion of traded commodities to combat 
periods of high and rising inflation. Man 
Group’s research found that commodities 
generated an average 14% real return 
through the eight US regimes of elevated 
inflation that they analysed. As the world 
pivots towards its new net-zero goals, it 
seems likely that the policy tools employed 
by national governments will continue to 
create commodity winners and losers. 

Inflation, inflation, inflation 
And how to protect your assets

https://www.jpmm.com/research/content/GPS-3871936-0
https://www.jpmm.com/research/content/GPS-3871936-0
https://www.man.com/maninstitute/when-inflation-hits
https://www.schroders.com/en/insights/economics/where-to-find-shelter-from-rising-inflation-consumer/
https://www.schroders.com/en/sysglobalassets/staticfiles/schroders/sites/americas/canada/documents/investment-perspective-what-are-the-inflation-beating-asset-classes.pdf
https://www.schroders.com/en/insights/economics/where-to-find-shelter-from-rising-inflation-consumer/
https://www.man.com/maninstitute/when-inflation-hits
https://www.man.com/maninstitute/when-inflation-hits
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Inflation, inflation, inflation 
And how to protect your assets

We’ve laid out a number of asset strategies that can be of use in helping investors match, and hopefully outpace, the pernicious 
impact of inflation on investment portfolios. As always, it’s important to remain congnisant of the fund’s strategic direction; ensuring 
the key objectives and constraints are well understood, that you’re running appropriate levels of risk and that your portfolio remains 
diversified to withstand a broad range of outcomes. 

If the above has taught us anything, it’s that inflation is pretty difficult to beat. So the most sensible course of action is to retain a 
well-diversified portfolio whilst allocating capital to some of the asset classes that have proven to hold their own during times of high 
inflation, such as trend or commodities. 

To discuss how you can better protect your portfolio from rising inflationary pressures, or to speak to our Manager Research team 
about a potential fund selection exercise, please get in touch. 

so what?

SPECIFIC INFLATION REGIMES COMBINED REGIMES

US 
enters 
WW2

End of 
WW2

Korean 
War

Ending 
of 

Bretton 
Woods

OPEC oil 
embargo

Iranian 
Rev-

olution

Reagan’s 
Boom

China 
demand 

boom

Inflation 
(19%)

Other 
(81%)

All 
(100%)

Start month Apr  
1941

Mar  
1946

Aug 
1950

Feb  
1966

Jul  
1972

Feb  
1977

Feb  
1987

Sep 
2007

End month May 
1942

Mar  
1947

Feb  
1951

Jan  
1970

Dec  
1974

Mar 
1980

Nov 
1990

Jul  
2008

Total price level chg 15% 21% 7% 19% 24% 37% 20% 6%

Length (mths) 14 13 7 48 30 38 46 11

STRATEGY REAL RETURN (TOTAL) REAL RETURN (ANN.)

Trend - All assets 20% 23% 19% 135% 196% 100% 65% 17% 25% 15% 16%

Trend - Commodities 1% 54% 173% 33% 132% 25% 20% 8% 10%

Trend - Bonds 79% 54% 149% 6% 6% 15% 9% 10%

Trend - Equity 20% 23% 24% 77% 23% -13% 13% -3% 8% 11% 10%

Trend - FX -14% 16% 42% 6% 4% 4% 4%

But if commodities don’t fit your strategy – 
what’s best? 

Looking at more dynamic strategies, the Man 
work found evidence that cross-asset trend 
strategies are able to perform well during 
inflationary regimes, with bond and commodity 
trend doing particularly well. They believe that 
this is due to the fact that inflation ‘shocks’ 
are mostly not overnight affairs, but prolonged 
episodes or regimes that therefore play to the 
strength of trend strategies.

Source: Man Group, National Bureau of Economic Research. 1926-2020

mailto:wealth%40redington.co.uk?subject=Investment%20Edge
https://www.man.com/maninstitute/when-inflation-hits
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meet our private markets specialist 

Which asset classes do you cover?

My core focus is on private markets, which 
includes low and high-risk corporate lending, 
illiquid structured solutions (we call this 
opportunistic illiquid credit) and infrastructure. 
Within that market, I’m spending an increasing 
amount of time looking at positive impact 
strategies. These funds target social and/or 
environmental objectives alongside a financial 
return.

My work also includes assessing and 
developing the inclusion and diversity (I&D) 
capabilities of a wider universe of managers.

What ideas have you been working on lately?

Recently, I’ve been spending most of my time 
researching renewable infrastructure and 
energy efficiency – exploring how our industry 
can use its influence to affect positive change 
and help move the world closer to net zero 
whilst generating attractive returns at the 
same time.

I’ve also been investigating how we can 
measure impact in private debt. It’s not as 
straightforward as it is in the equity space 
as investors in these strategies don’t have 
ownership of the underlying assets, but 
instead issue a loan.

Outside of impact strategies, I’ve been 
researching private debt strategies that are 
able to avoid the highly competitive areas of 
the market. These strategies have a higher 
barrier to entry, requiring specialist expertise 
to invest in niche sectors, or the ability to build 
out a large and mature sourcing network.

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 Sarah Miller, 
our private markets specialist. 
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Sarah Miller  
Vice President,  
Manager Research
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What’s gone well over the past 12 months?

We’ve seen far more open engagement from 
asset managers on I&D, both in their own 
teams and within their investment processes. 
As an example, an increasing number of 
asset managers are now considering board 
composition or C-suite diversity when 
determining whether to invest in a business. 
You can read more about this in our 2021 
Sustainable Investment Survey (see pages 39 
onwards for I&D).

Aside from this, a specific project I’ve enjoyed 
working on this year is the construction of the 
LCIV Renewable Infrastructure Fund, where we 
helped London CIV (LCIV) – who’s responsible 
for managing London’s Local Government 
Pension Scheme assets – to identify best-in-
class managers. This has been one of LCIVs 
most successful fund launches to date, with 
c.£700m in committed assets.  

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

It’s been a challenge trying to figure out a 
routine during the pandemic as we’ve moved 
into a hybrid working environment. I attend 
in-person meetings wherever possible to 
conduct onsite due diligence: it makes it easier 
to get into the detail of teams and research 
processes. 

On the net-zero front, we’ve noticed that 
asset managers, regardless of their size, are 
struggling to access and report the carbon 
data we and our clients need. This will be a 
core area of engagement for us going forward 
and involves significant collaboration – it’s a 
‘work in progress’.

What does the next 12 months look like?

I’ll be seeking out more private impact 
investment opportunities and funds that sit 
outside of the highly competitive private debt 
markets. We’ll also continue our engagement 
with asset managers on ESG, impact and I&D. 

Water cooler chats 
Meet our private markets specialist 
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https://redington.co.uk/publication/sustainable-investment-survey-2021/
https://redington.co.uk/publication/sustainable-investment-survey-2021/
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What makes you tick outside of work?

Coming from a large family, spending time with 
them – usually while eating – is a big priority of 
mine! I’m also very into my sport – I try to play 
netball weekly where I can. 

Water cooler chats 
Meet our private markets specialist 
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Pete Drewienkiewicz

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

https://redington.co.uk/tinydecisionhacks/
https://redington.co.uk/publication/cop26/
https://redington.co.uk/publication/manager-research-update-q4-2021/
https://redington.co.uk/publication/unique-career-journeys-at-redington-2022/
https://redington.co.uk/publication/impact-private-lending-at-a-glance/
https://redington.co.uk/publication/thoughts-from-the-loft-january-2022/
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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

Tara Gillespie 
Head of Global Assets

   

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 
redington.co.uk 

   

https://www.linkedin.com/in/tara-gillespie-374aa449/?originalSubdomain=uk
mailto:Tara.Gillespie%40redington.co.uk?subject=Investment%20Edge%20Q4%202021
https://www.linkedin.com/in/nick-blake-65178b19/
mailto:nick.blake%40redington.co.uk?subject=Investment%20Edge%20Q4%202021
https://www.linkedin.com/in/pete-drewienkiewicz-3971351b/
mailto:pete.drewienkiewicz%40redington.co.uk?subject=Investment%20Edge%20Q4%202021
https://www.linkedin.com/in/laura-bampfylde-2b951558/
mailto:laura.bampfylde%40redington.co.uk?subject=Investment%20Edge%20Q4%202021
https://www.linkedin.com/company/redington-ltd/
mailto:info%40redington.co.uk?subject=Investment%20Edge%20Q4%202021

