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Collaborate with broader industry

Please see Appendix 2 (page 35) for individual page
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FOREWORD

our commitment to people and planet

Sustainable investment is
crucial for the world we live in
today, especially for long-term
investors like Redington’s clients.
The simple truth is that there’s
little point in securing our
financial futures if the world we’ll
retire into is uninhabitable.

In 2021, we pledged to continue pursuing
our approach of putting clients, and their
beneficiaries’ interests at the forefront of
everything we do. But we took this a step
further, formalising our intent to do so while
conscious of the needs of people and planet.

We understand the importance of
stewardship and sustainability and are
building them into our whole business
offering, as well as within our own operations.

Redington’s Sustainable Investment
Committee and I are content that this report
is a fair, balanced and understandable
We believe we’ve made strong progress in
summary of our approach and activities in
delivering on that purpose across all our
activities, whether that’s truly offering climate these areas for the calendar year 2021.
change and net-zero advice to our clients,
Over 2022 and beyond, we expect to
or more fully integrating ESG investment
challenge ourselves and the industry to do
and stewardship assessments in our work
more to fully integrate sustainability and
with fund managers. But we know we have
stewardship. Working together is the only
much more to do – and we’re excited by
way to accomplish the mammoth challenge of
the opportunity to deliver more effectively
achieving net-zero.
in these areas for our clients and their
beneficiaries.
We continue to be supportive of the
UK 2020 Stewardship Code. We recognise
that our role as an advisor to asset owners
is to assist them in manager selection,
hold those managers to account for their
stewardship efforts and play our part in
ensuring that the oversight of underlying
assets is as robust as possible.

Zoe Taylor, Deputy CEO
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EXECUTIVE SUMMARY

this report, in a nutshell

WHO?

HOW?

WHAT?

Purpose-led organisation –
committed to people and planet

Entrepreneurial and growthminded approach

Deliver climate change
and net-zero advice

World-class net promoter
scores

Open and inclusive culture

Culture and ESG built into all
manager research analysis

Conflict-free business model

Net-zero business – offset all
historic emissions

Co-founded Net-Zero Investment
Consultants’ Initiative in 2021
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1
WHO WE ARE

and what we stand for
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OUR PURPOSE
Redington is an independent
investment consultancy. We provide
a full range of outcome-oriented
investment advice, research and
technology to the largest asset
owners and wealth managers
across the UK, Europe and China. That
advice extends across investment
strategy, sustainable investing, risk
management and manager research,
depending on client needs. Our clients
are pension funds, wealth managers
and other long-term investors, and
everything we do is driven by a desire
to achieve the best possible outcomes
for our clients and beneficiaries. As
long-term investors, sustainability
issues will absolutely affect value and
investment performance over their
relevant time horizons.

Redington is a purpose-led organisation.
We were founded with a vision: to transform
retirement savings, bringing clarity and
control to a highly complicated industry.
More recently, we’ve articulated that vision as
our mission: to help make 100 million people
financially secure.

We recognise that there’s little point in
securing income for retirement only to spend
it in an uninhabitable or unstable world. Our
sustainable investment and stewardship
advice plays a crucial role in helping us
achieve this updated mission.

In 2021, we updated our mission to emphasise
that it operates within a broader context – of
society and the environment – adding the
words ‘for the benefit of people and planet’.
This reflects the fact that environmental and
social factors are in our DNA, and that these
considerations affect every decision we make
as a business, both internally and when
advising clients.

We’re committed to playing our role in the
evolution of sustainable investing, fulfilling
our responsibility as stewards and being a
catalyst for change. This will involve
challenging ourselves, our clients, our peers
and the wider industry to talk less and do
more. Redington continues to grow and
develop, but our commitment to our purpose
remains unchanged.
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CASE STUDY:
Reviewing our purpose
During 2021, we set out to unearth
and further articulate our purpose.
We had a clear understanding of what
we do, but we’d never written down
why we do it. We used the services of
a leading independent consultant to
assist this process and facilitate the
board’s discussions on the issues, as
well as to engage our broader team in
the conversation. We found it
heartening to see the breadth of
engagement across our organisation
as well as the depth of debate at
board level.

It was clear we care deeply about people,
from our staff to the beneficiaries of our
clients. We also recognise that for people to
thrive, it needs to be on a stable and
flourishing planet. It therefore felt very natural
for us to add the words “for the benefit of
people and planet” to our mission statement.

We were delighted by the simple update to
our mission, and have whole-hearted support
not only from our board directors but from
our entire organisation. Sustainability is core
to the reason that Redington exists.
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OUR CLIENTS
Redington has over £600 billion
assets-under-advisory – those
clients with which we have
retainer-based relationships.
This client base is predominantly
UK Defined Benefit pension
schemes, growing from our
historic strength in this area,
particularly among DB schemes
with corporate sponsors.
Building on this strength, we have been
growing our non-pension scheme
business through insurers, wealth
managers, and foundations and
endowments – as well as adding Defined
Benefit and LGPS schemes. Most of our
clients are UK-based though again we are
growing overseas. We are aiming to
capture more systematically our
sustainable investment project work over
the coming year and expect to disclose
that more fully in our next report.

Redington’s client-base as at end December 2021:
By assets-under advisory
£5BN

By size
£1BN
£20BN

£40BN

<£500M
36%
£346BN

£5BN+
24%

£208BN

£2.5-£5BN
12%
£500M - £2.5BN
27%

Wealth Managers
Defined Contribution
Charities and Endowments
Local Authorities
Other Defined Benefit
Other Global Assets
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OUR STRATEGY
First and foremost, our strategy is to
deliver excellent advice to clients
that helps them take key decisions
at the right time. We always aim for
simplicity in our solutions, even
when tackling multifaceted
problems. We’ve built a team who
thrive on solving those.
We seek to delight our clients, and are
pleased by our consistently strong net
promoter score results, which approach
world-class levels. By consistently delivering
the highest quality advice to our clients, we
seek to build trust and maintain our strong
record of client retention enabling us to
expand our business organically, both
through additional work for existing clients
and by winning new client mandates.

Over the past few years, we’ve been
diversifying our client base from the core
Redington strength of defined benefit
pension schemes, to a broader set of asset
owners and wealth management firms that
we believe will also benefit from our
independent advice. This involves extending
our work with defined contribution pension
providers, endowments and other long-term
investors, and looking to expand our
activities internationally. We see stewardship
and sustainability as key strengths that will
help us build and strengthen relationships
with new clients.
We view technology as a core part of our
growth. It supports all our work for clients,
enabling us to deliver speedily and at scale.
We created Ada – Redington’s fintech
platform – to help pension, investment and
wealth professionals make faster, betterinformed decisions. It was forged from our
own need to answer ‘what if?’ questions from
clients quickly and insightfully. It produces
charts and reports meant for humans, not
machines. Ada can be used as an asset
modelling tool, investment research software
and much more.

NPS gauge on client satisfaction
0
-50

Industry
average
50
World
class

-100

100

71

Net Promoter Score (NPS)
Source: Redington, 12 months to 31st March 2022.

REDINGTON’S 2022 SUSTAINABLE INVESTMENT REPORT | 9

MANAGING OUR CONFLICTS
We’ve deliberately designed our
business to avoid conflicts,
supporting our clear intention of
always putting client interests first.
Unlike many other investment consultants,
we don’t offer fund management services
(‘fiduciary management’), leaving us free to
advise clients on what investment approach
and managers would best suit their needs.
Further, we don’t ask fund managers for fees
to pay for research on their strategies,

meaning that our advice to clients is wholly
independent. We’ve also chosen not to offer
actuarial or other services, enabling us to
focus solely on delivering high quality
investment advice. Our clients can therefore
trust that we have no hidden agenda or
incentives and that we’re solely focused on
helping them achieve their objectives.
We reinforce these structural protections
from conflict by having in place procedural
protections and requirements of clarity and

disclosure by our staff. Our Conflicts of
Interest Policy reflects the full range of
what’s required of us as a firm regulated by
the Financial Conduct Authority (FCA). This
includes the requirement that we take all
appropriate steps to identify, manage, record,
prevent and, where necessary, disclose
conflicts of interest between ourselves and
our fund managers, employees, appointed
representatives or any person directly or
indirectly linked to us by control, and our
clients, as well as between one client and
another. We place the usual constraints on
gifts and entertainment that might be seen
to create a conflict of interest and require
appropriate transparency and disclosures
from our staff.
Over 2021, no specific conflicts of interest
relating to our stewardship and sustainability
work were identified. This covers the work
we do for our clients, as well as the
interactions we have with fund managers.
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2
HOW WE

MANAGE
OURSELVES

our people and policies
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HOW WE’RE GOVERNED
Founded over 15 years ago, Redington
is still part-owned by its founders,
Rob Gardner and Dawid KonoteyAhulu. Dawid continues to sit on our
board as a non-executive director.
A number of our senior staff are also
shareholders in the business.
Alongside them as a shareholder is
Phoenix Equity Partners, which made
an investment into Redington in 2020.
The Redington Board comprises an
independent chair, Kathryn Purves, four
executive directors (our acting CEO, our COO,
a senior investment consultant and the head
of our technology business), Dawid, and two

our COO, alongside representatives from
across the broader business. This Committee
monitors operational delivery and approves
the positioning of our sustainability approach,
including communications (not least agreeing
that this report itself is fair and balanced) and
public policy consultation responses. Where
we’ve made public commitments with regards
Our board sets Redington’s strategic direction to sustainability, the Committee monitors
and ambitions. It encourages the maintenance progress. This includes assessing progress
against our own net-zero commitment and to
of our long-standing entrepreneurial culture
those taken on as part of our membership of
and growth mindset, including the expansion
of our sustainability and stewardship offerings. the Investment Consultants Sustainability
Working Group (ICSWG) and the Net-Zero
The heads of our sustainability and
Investment Consultants Initiative (NZICI).
stewardship business regularly report to the
board, who have approved their refreshed plan Given our relatively small scale, and our
non-hierarchical culture, we believe that this
for taking forward this part of our business.
The board has challenged them to continue to level of oversight of our activities is
deliver more for our clients in these areas and appropriate and doesn’t require any more
formal assurance at this stage. Some clients
is holding them to account for the quality of
have chosen to put our stewardship work
our delivery as a business.
through internal audit processes which, thus
far, have tended to indicate that our approach
Our sustainability and stewardship activities
is appropriately and sufficiently robust.
are overseen by an executive Sustainable
Investment Committee, chaired by our Head
of Stewardship & Sustainable Investment
Strategy and including our deputy CEO and
Phoenix Investor Directors at year end 2021.
When our CEO stepped down towards the end
of 2021, our deputy CEO took over leadership of
the business, ensuring continuity for clients and
for staff while we mounted a full search for an
appropriate replacement. At the time of writing
we are close to appointing our new CEO.
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OUR CULTURE
We seek to have a radically open
culture, with all members of our
organisation having a voice and a
right to be heard. We hire smart
people who are willing to listen
and who want to collaborate.

proved to us all how much flexibility is possible).
We’ve long facilitated flexible working because it
helps attract and retain talented staff who can’t
fit into the 9-to-5 office constraints. This helps
us build brilliant teams who we believe are
particularly committed to working at Redington.

We have disclosed our gender pay gap on a
We deliberately devolve a lot of responsibility voluntary basis since 2018 and continue to
seek to reduce it. Unfortunately our latest
down the organisation because that is the
best way to be able to deliver the advice that numbers (to April 2021) show a marked
our clients need as efficiently and effectively increase in the pay gap to 18.4% on an hourly
as possible. We aim to be a truly inclusive and pay basis and 35.1% in terms of bonus, from
levels below 5% in both cases the prior year.
diverse organisation; teams drawn from a
We take no comfort from the fact that these
wide range of backgrounds bring with them
levels are comparable or better than the
new points of view to tackle complex
financial services sector generally in the UK. In
problems and create innovative solutions.
a small organisation, such changes can reflect
a handful of hires and departures; it also
For us, diversity isn’t about recruiting
reflects our success in achieving fully gender
individuals from a minority represented
balanced hires at junior levels while not
group to meet a quota. It’s about recruiting
delivering the same balance recently at senior
from non-traditional sources and hiring
people from genuinely different backgrounds, levels. We are also seeking to capture and
report on ethnicity pay gap data but at present
with diverse experiences and skillsets, into
are unable to do so because of limits on the
an inclusive environment.
As well as hiring candidates from non-traditional ethnicity information self-declared by staff –
sources, we also work hard to maintain flexibility a problem that we share with many peers.
in our workplace (long before the pandemic

We believe that our approach to inclusion and
diversity helps us serve our clients more
effectively and gives us an edge in innovation.
Having built a model for assessing fund
manager culture (discussed on page 26), we
found it a natural decision to turn that model
around and look inward on ourselves. We look
forward to seeing the results from this
process in due course.

In 2012, we formed RedSTART, a financial
education charity with the mission
of helping young people by putting
them in control of their finances and
giving them the skills to manage their
financial futures. We see this as a further
contribution to the society in which
we operate and on which we depend,
and as a reflection of our proactive,
problem-solving culture. We’re proud
to continue our support for the charity,
not least through members of our team
participating in the teaching sessions.
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OUR TEAM, RESOURCING
AND INCENTIVES
Redington is a growing organisation,
with over 250 employees, based in
multiple regions. We expect all of our
staff to consider sustainability and
reflect material issues in their work
for our clients. Training is available
and our size and informal culture
mean that any individual can readily
approach our sustainability
specialists for advice and input. We
encourage our employees to study
for various qualifications, including
the CFA UK’s Certificate in ESG
Investing, of which one of our
employees was a leading author.

our sustainable investment function, with a
combined 34 years of professional
experience in ESG and stewardship. To fund
this investment, we charge fees that reflect
the value of the services we provide, and
seek an appropriate price for our work. This
means that, whilst we may not be the
cheapest provider of stewardship and
sustainability services, we’re confident that
we provide value for money.
Two of these new hires now lead our overall
sustainable investment approach. They’re

supported by specialists within the broader
business: two dedicated individuals within
our investment consulting function, and two
individuals within our manager research
function (one covering sustainability issues
in equities, one covering private markets, and
with an active recruitment process ongoing
to hire someone to cover these issues in fixed
income), together with point people from our
reporting and asset and liability modelling
functions. But all staff are expected to be
able to support clients in their stewardship
and sustainability decision-making.

Specifically with regard to stewardship and
sustainability, we made a significant
investment and markedly strengthened our
team over 2021. In 2020, we recognised that
our clients have increasing needs in relation
to sustainable investment and stewardship,
and throughout early 2021 developed our
plans to support them even further. From
June 2021, we added three new members to
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How we manage ourselves
Our team, resourcing and incentives
We take sustainability data on climate
metrics and SDGs from market-leading data
providers MSCI and Impact Cubed, enabling
us to share considered insights with our
clients. At the year-end, we were in the midst
of a review of possible providers of data for
our climate scenario analysis, enabling us to
switch from our use of the stress tests
developed by the Prudential Regulation
Authority to those under the banner of the
Network of Central Banks and Supervisors
for Greening the Financial System (NGFS),
which will be updated more regularly.
This is providing an opportunity to again
test the data market for new developments.

One of Redington’s performance
objectives, available for assessing
the performance of all employees, is a
sustainable investment-specific KPI:
Embed sustainable investment into
research, advice, reporting and wider
business.

Given that we’re a relatively small
organisation, our sustainability and
stewardship heads are closely involved
with the delivery of much of our work, and
maintain oversight of the quality of our
overall advice in these areas.
Naturally, all of our sustainable investment
specialists are specifically incentivised to
deliver insights and advice to our clients that
meet their sustainability and stewardship
needs, with specific goals that reflect their
particular responsibilities. Given that
sustainability is core to our purpose and
central to our strategy, such goals are also
prevalent more broadly across the
organisation. One of Redington’s performance
objectives, available for assessing the
performance of all employees, is a sustainable
investment-specific KPI: “Embed sustainable
investment into research, advice, reporting and
wider business”. Applying this objective means
that our employees are fully incentivised to
support clients with their sustainable
investment and stewardship requirements, as
delivery against them influences annual
appraisals, bonus awards and promotions.
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OUR FOOTPRINT
By far the largest impact that we can
have in the world is by supporting
our clients to deliver the investment
returns that they need to fulfil the
retirement expectations of their
beneficiaries, while being conscious
of the impact on people and planet.
We do, however, recognise that this doesn’t
absolve us from responsibility for our own
impact. We chose our current offices for their
low impact and their sustainability credentials
– as well as our scope to influence further
improvements. We benefit from electricity
efficiency features and grey water harvesting,
and are currently pressing for an increase
from 50% in the proportion of our electricity
that comes from renewable sources. We buy
recycled and recyclable supplies, have moved
to vegetarian food as our default and have
introduced measures to cut printing (while
financing tree planting to reflect the impact of
the printing that continues).

We’re nonetheless conscious of our carbon
footprint and have worked with a leading
footprinting agency, BeZero Carbon, to help us
understand our greatest sources of emissions.
With just two principal offices, in London
and Bristol, both modern and efficient, as
well as our Chinese operation, our emissions
are limited. We’ve also considered travel and
staff commuting emissions – and, like all
businesses, have been taught by the pandemic
the opportunity that technology offers to
facilitate efficient working from home and
avoid unnecessary work travel (particularly
internationally). We continue to work to reduce
our ongoing carbon footprint, but recognise
that not all emissions can be eliminated. Indeed,
some emissions have already been made and,
for these, carbon offsetting is the only option.
During 2021, we took the step of calculating
all the emissions from Redington’s business
since its founding, and bought offsets to mean
that Redington itself reflects our net-zero
commitment.

Although we’ll seek to minimise them, we
recognise that we’ll continue to be responsible
for some emissions, and have committed to
offsetting annually all future emissions
as our business grows.

CASE STUDY:
Our approach to
mitigation
Total estimated emissions (Scopes 1,
2 and 3) from Redington 2006-2020:
2,435 tCO2e
Emissions offset 3,300 tCO2e (to
provide additional mitigation and
a margin for any inaccuracies in
calculations).
Accredited offset projects: grassland
protection in the US; peatland
restoration and conservation in
Indonesia; nitrous oxide abatement in
Egypt; waste management to energy in
India; and forest protection in Colombia.
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3
WHAT

WE DELIVER IN
STEWARDSHIP AND
SUSTAINABILITY

internal commitment and
external collaboration
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THROUGH OUR INVESTMENT
CONSULTING
As an investment advisor, we
support clients to make difficult
decisions effectively with a
framework that focuses on decisions
that’ll make a real difference and that
keeps the end objective in mind.
We give advice that’s clear and without
bias – and we’re not shy of taking bold
stances on particular issues. We know that
positive investment returns only come
from operating differently from the market
herd. We’re constantly challenged by our
clients to advance our offering and enhance
the delivery of all our services, including
sustainability and stewardship.

During 2021, we committed that our default
advice to clients will be net-zero. This has
been supported by developing default model
portfolios over the year, which are largely a
basis for discussion and debate with clients
about what’s possible and what might be
appropriate for individual schemes, rather
than something we expect any one client
to adopt wholesale. During the year we
also provided training for our investment
consulting team on climate change issues
generally and on the challenge of net-zero,
to enable them to provide more valuable and
effective advice to our clients.

We’re also working with large numbers of
clients to support them in their reporting
in response to the expectations of the
Task Force on Climate-related Financial
Disclosures (TCFD) – both those clients
that are required to issue TCFD reports
under Department of Work and Pensions
regulations, and those that are responding on
a voluntary basis. Because of the initial focus
of TCFD on governance, we’re finding that
this work is leading to positive discussions
with these clients about the nature of climate
change and its potential implications for
investment portfolios over relevant timehorizons for institutional investors. This
enables us to provide advice on the potential
strategic implications for our clients and
the ways in which they might minimise the
potential downsides in a range of different
climate scenarios. Where relevant, we’ve
provided detailed education for clients on
the science of climate change, the sources of
emissions and the likely impact on our future
world.
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What we deliver in stewardship and sustainability
Through our investment consulting
The following table provides insight into the extent to which we’ve provided climate-related advice to clients, helped them establish metrics
and targets and assisted them in advancing the decarbonisation of their portfolios:

>£5B
£1-5B
<£1B
Defined Contribution

Total
Clients

Trained on
Climate
Change

13
21
15
18

13 (100%)
20 (95%)
9 (60%)
14 (78%)

Receive
Completed TCFD
Carbon
Governance
Emissions Data
element
13 (100%)
11 (52%)
0 (0%)
N/A

9 (69%)
10 (48%)
0 (0%)
N/A

Completed
TCFD
Reporting

Invested
into Climate
Solutions

Set Net Zero
Commitment

5 (38%)
0 (0%)
0 (0%)
N/A

10 (77%)
8 (38%)
7 (47%)
N/A

9 (69%)
5 (24%)
0 (0%)
6 (33%)

We’ve chosen to split clients by these levels of assets because this reflects the DWP regulations implementing TCFD for private sector defined benefit pension
schemes, however this table includes other retained clients. We have not categorised DC clients in the same asset groupings – and have not yet captured the same
granularity of information – due to differing requirements these clients face.

Our work training and educating clients – and
supporting their investment decision-making
– in sustainable investment is not restricted
to climate change issues. For a number of
clients we’ve carried out specific work with
regard to their approach to stewardship, what
they should expect of their fund managers
and how they can become more effective
stewards of their assets.

We’ve also helped clients consider which
issues across the ESG spectrum beyond
climate change matters to them, and how they
might more fully address these issues in their
investment and stewardship approaches.
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CASE STUDY:
Advice on the detailed implications of a net-zero commitment

Through a period of months working closely
with a specially created subcommittee
of trustees, we put in place a series of
building blocks such that there was clear
understanding of the climate change crisis
and of the tools that investors have to
respond to these challenges. The trustees
developed a clear understanding of the
approach that most suited their scheme and
designed a model to take forward as they
agreed a commitment to net zero.
This process ran for almost the whole of
2021, starting with an initial training session
in January for the entire trustee board on
climate change risks and the backdrop
to net-zero approaches. We then worked
through a range of practical aspects of
approaches to climate change at meetings
over the subsequent months, each time

E
I NV
ES
T

providing detailed and bespoke analysis
to enable the trustees to understand the
specific implications of any decisions for the
scheme. Among other things, we covered:
approaches to measuring carbon emissions
and understanding what the available
measures reveal about the scheme and its
exposures; striking an appropriate balance
between divestment and engagement; and
how to set climate targets and what netzero actually means in practice. Once the
target was agreed by the group of trustees,
we devised an implementation strategy for
each of the sub-targets by using three levers:
invest, engage and exclude.

NATURAL
CAPITAL

ASSET
MANAGERS

INDUSTRY ACTION
GROUPS

EFFICIENCY
IMPROVMENTS

POLICY
MATTERS

AVOID
EMISSIONS

HIGH
EMITTING
SECTORS

E
AG
NG

We worked with a large defined
benefit client through all the
stages of what a possible net-zero
commitment would mean for the
scheme and its investment approach.

CARBON
INTENSIVE
ACTIVITIES

INDIVIDUAL
NON-ALIGNED
ASSETS

outcomes
Further to this engagement process,
we worked with the trustees to take
a full net-zero target proposal to
the whole trustee board on the best
way forward for the scheme in the
interests of its beneficiaries.
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CASE STUDY:
Advice on the way forward in stewardship
We provided a detailed paper and
presentation on stewardship to one
of our largest clients. This covered
a range of topics: helping them to
understand what’s currently being
delivered by their fund managers
by way of stewardship activity;
a framework for understanding
whether this is sufficient and
satisfactory for the client’s needs;
a set of options for enhancing the
client’s approach to stewardship; and
a basis for determining which of these
might be most suitable for the client
given its investment approach and
existing portfolio.
The presentation led to a lengthy discussion
with the trustees of the options and what
approach might be most appropriate for the
scheme.

We’d previously advised the client in relation
to its fund managers whose reporting against
the expectations of the 2020 Stewardship
Code had not been of sufficient quality to
achieve signatory status.
We strongly encouraged the client not to
take at face value the superficial responses
from those managers, and were pleased
to note a greater degree of honesty about
their failings from those managers in later
discussions.

outcomes
Concrete steps for this client in
taking stewardship further and a
model for us to reflect on with other
clients. We continue to work with
this client to take forward a more
effective approach to stewardship
that best reflects its investment
approach and portfolio.
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THROUGH OUR MANAGER RESEARCH
A number of situations emerged
in 2021 where fund management
firms had failed to deal effectively
with poor cultures, and in particular
inappropriate behaviour by senior
staff. This helped us recognise a
need to consider more closely the
culture of fund managers.
We shared our clients’ concerns with regard
to these situations and what they told us
about the quality of decision-making within
these fund management firms. Although
culture has always been an overarching
theme in our research, we took additional
steps to create a defined model to assess
and monitor fund manager culture much
more actively. We’re now building that
assessment in to each element of our
manager research processes, from our initial
search through to the ongoing monitoring
work, including our triggers for reassessing
our ratings. We actively consider culture
both at the firm level and at the level of the
individual strategies to which our clients are
exposed, in particular directly assessing the
risk of a star person culture.

Part of this process is to ensure that inclusion
and diversity matters are integrated as part
of our assessments of managers. We were
disappointed by the results of our annual
Sustainable Investment Survey in 2021, which
revealed that managers believe they’re much

more diverse than they really are – with
most asserting that they reflect the diversity
of society around them, even though they
plainly do not (see example data below).

Does your firm’s investment team represent
the gender diversity demographics of the
country and region within which it operates?

What is the gender make up of your
organisation?

11

12

%
39

38
Female
Strongly agree
Agree
Neither agree nor disagree
Disagree

Male
Non-binary

Looking at gender diversity by asset class, private
equity reports the highest proportion of female
employees (37%), while credit reports the lowest (18%).
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What we deliver in stewardship and sustainability
Through our manager research
Assessments of the diversity of manager
teams are now a standard element of our
assessments, and we specifically note the
presence of under-represented groups
among teams and encourage their active
participation in our manager meetings.
We continue to identify sustainable
investment opportunities for our clients.
The funds that we had previously
recommended to clients in the renewables
infrastructure space reached capacity in
the year (not least because Redington
clients have now allocated more than
£2 billion to this asset class) and so we
mounted a fresh research process and
identified a further two funds to which we
believe clients can appropriately allocate
to deliver both attractive risk-adjusted
returns and real-world climate impacts.

This included a shift to recognise the
broadening opportunities in carbon efficiency
investing and in reshaping transmission
infrastructure as well as renewable power
generation itself.
During the year we also approved a
positive assessment of two social housing
funds, emphasising that we believe there

are a range of sustainable investment
opportunities well beyond renewables.
The chart below sets out the range of tailored
sustainable investment strategies that we’ve
researched and for which we’ve identified
suitable managers for our clients to invest
with (or expect shortly to have available to
them):

More Contractual
Illiquid Credit Strategies

Liquid Credit Strategies

• Impact private credit
• Infrastructure/renewable
debt

• Sustainable fixed income

Illiquid

Liquid
Illiquid Market Strategies

Liquid Market Strategies

•
•
•
•

•
•
•
•
•

Impact private equity
Renewable infrastructure
Social housing
Natural capital

Sustainable active equity
Climate impact equity
Passive climate equity
Low-carbon DRP
ESG hedge funds

Less Contractual
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What we deliver in stewardship and sustainability
Through our manager research
More broadly, we’ve significantly enhanced
our approach to considering sustainable
investment matters across our manager
research in 2021. This has involved building
out an ESG Integration and Stewardship
rating model (1-4) and framework to ensure
consistency and thoroughness in how we
assess and disclose our views on these topics
across our Preferred Lists of managers. We
have developed asset-class-level assessment
guidelines to inform our evaluation. These
enable us to rate the relative performance
of every manager in a way that considers
unique asset class characteristics.

We expect these standards to improve over
time as best practice develops and, as such,
we’ll continue to increase the boundaries
between each rating and hold managers
to account for better delivery. Where we
identify managers lagging behind their peers,
we engage with them to understand their

approach and prompt them to improve by
sharing what we view as best-in-class in the
market. In order to ensure this framework
is fully embedded in the research process
and effectively delivers quality outputs,
we’ve carried out regular training and ad-hoc
support for our Manager Research Team.
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CASE STUDY:
Cultural concerns
During the year, we were
concerned by reports
regarding the close
relationship between the
founder and senior executive
of a leading fund manager and
a convicted criminal.
As concerning as the events
themselves were, the way the
firm dealt with the issues as they
emerged added to our concerns.
We suspended our rating on
the manager and discussed the
situation repeatedly at our main
investment decision-making body,
Redington’s Investment Strategy
Committee. Eventually, further to
a series of discussions with senior
representatives from the manager
in which they set out their
approach and made efforts to
address our cultural concerns,
we reinstated our rating on the
manager.

outcomes
This situation, alongside a handful of other lower profile situations over 2021, led us to
develop a more comprehensive approach to assessing culture and build it into our manager
research function, both at the original assessment stage and in the ongoing monitoring
function (feature that we call ‘Red Radars’). This provides clients with greater insight and
understanding, and should hopefully help avoid negative behaviours.
The diagram below provides an overview of how our cultural assessment integrates into our
broader existing manager research function:

Universe
Screen

RFIs

Investment
Due Diligence
Meetings

Manager
Selection and
Monitoring

Opportunity
to integrate
cultural
assessment?

Minimal

Medium/
Significant

Significant

Significant

Assessment
type?

Publicly
available
information

Qualitative RFI
questions and
quant data
requests

Qualitative
assessments
on team and
individuals

Red Radars and
advantages on
10 selection
factors

Target

Firm and
strategy

Firm and
strategy

Strategy

Firm and
strategy
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CASE STUDY:
Renewing our renewables Preferred List
Partly due to our success in
helping clients put their money to
work in renewables infrastructure,
the funds that we recommended in
our original renewables Preferred
List – approved only in 2020 – all
reached capacity in 2021.
We therefore needed to conduct
a fresh review of the market to
help clients fulfil their wish for
investments with both attractive
risk and return characteristics and
that deliver active decarbonisation
of the global economy.

Even in the short time since our prior
assessment of the funds that are available,
we noted key developments. In particular, the
range of ways in which the climate challenge
is being addressed has markedly broadened.

Investment team
Manager 1

Male

Manager 2

Female

Manager 3

Other gender identity

outcomes

Investment committee
Manager 1

Male

Manager 2

Female

We therefore took the opportunity for
our clients of also broadening the base
of our refreshed Preferred List. As well as
opportunities in renewable infrastructure
itself, it now includes investments in making
electricity transmission more efficient and
power storage (both particularly important
in a world of less centralised and more
distributed and variable generation).
We went further still and explored
investments in energy efficiency by reducing
energy usage at an individual site level.

Manager 3

Other gender identity

As well as delivering on client needs
in respect of attractive investment
solutions that are also decarbonising,
this new Preferred List also provided an
early opportunity to put into practice
our newly updated processes within
the manager research function with
regard to cultural assessment and ESG
integration and stewardship.
REDINGTON’S 2022 SUSTAINABLE INVESTMENT REPORT | 26

CASE STUDY:
Renewing our renewables Preferred List (continued)
This page highlights some anonymised
segments from our Preferred List paper,
illustrating some of our cultural assessment
framework and providing a high-level view of
ESG integration and stewardship capabilities
(which are assessed relative to what is
possible to achieve in each asset class).
For ethnic diversity , we’ve calculated a new
statistic called ‘ethnic fractionalisation’.
This is defined as the probability that any
two members chosen from the group (here
we’ve looked at the investment team and
investment committee) will be of different
ethnicities.

Ethnic fractionalisation
Manager

Investment Team

Investment Committee

33%
34%
42%

0%
40%
0%

Manager 1
Manager 2
Manager 3

Relevant Local
Population
45%
45%
45%

What are the takeaways?
• In all three Preferred managers, junior teams are more diverse than senior teams.
• We note that both Manager 1 and Manager 3 were very aware of their senior team
bias and therefore were making a conscious effort when recruiting to try to attract a
diverse applicant pool.
• Manager 2 show a strong lack of diversity in their team without clear acknowledgment
or plan to address. We will engage with them on this topic.

SI Summary Look Through

Manager 1
Manager 2
Manager 3

Responsible investment

Exclusions

ESG Integration
Stewardship
Asset class relative Asset class relative
score [1-4]
score [1-4]

Exclusions?

Impact
Philosophy?

Impact
Themes?

Emissions in
Focus?

Climate
Engagement?

E+S
E
E

Y
Y
Y

E+S
E
E+S

Y
Y
Y

Y
Y
Y

4
3
3

4
3
2

Impact

Climate
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CASE STUDY:
Delivering change through engagement with managers
It’s clear to us that it’s necessary
to include appropriately skilled and
informed individuals in decisionmaking in order to take decisions
fully informed by sustainability
issues – making meaningful ESG
outcomes more likely. This is
especially true for impact managers,
who seek to generate positive social
and/or environmental benefits in
addition to financial return.

Whilst conducting due diligence on an
impact manager in the private credit space,
we found that there was no one on their
investment committee with relevant expertise
to analyse credibly and challenge sufficiently
a given deal’s sustainability characteristics.
We flagged this as an area of concern,
given this could result in lower conviction
and risk a deal’s impact thesis.

outcomes
In the month following this discussion,
the manager informed us that they took
on board our comments about their
investment committee and members
present at the meetings. They made
the decision to add an additional
observer to their committee with
specific stewardship expertise to be
able to challenge the deal team on the
sustainability of positions discussed.
We view this as a positive development
for the impact fund, as it allows for
greater diversity of opinion when
reaching investment decisions.
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THROUGH INDUSTRY AND
POLICY ENGAGEMENT
We play an active role in helping
solve industry and market-wide
issues.
Having co-founded the Investment
Consultants Sustainability Working Group
(ICSWG) in 2020, last year we participated
in the creation of the Net-Zero Investment
Consultants’ Initiative (NZICI). We’re part of
the steering groups for both organisations.
We regard our Sustainable Investment Survey
as a key contribution to engaging with our
industry for collective benefit. For the second
year in a row, we published a report in 2021,
based on the responses to our survey from
112 global asset managers representing
over $10 trillion in combined assets under
management. Building on last year’s focus on
climate change and inclusion and diversity,
this year the survey also focused on ESG
integration and stewardship.

We highlighted the results in a public webinar
and in broader media activity, using the
survey as a platform to demand better from
the investment industry.
Our Sustainable Investment Survey 2021

Among those consultations and initiatives
to which we responded in 2021 were:
• IFRS Consultation on Sustainability
Reporting and the creation of the ISSB
(January 2021)
• World Benchmarking Alliance (WBA)
benchmarking for investment institutions
(March 2021)
• DWP Call for Evidence on the use of Social
Factors in investment and stewardship
(March 2021)
• TCFD Consultation on potential updates to
its model (July 2021)

• The Pension Regulator consultation
We actively respond to public consultations
regarding guidance on TCFD (August
ourselves, collaboratively with other members
2021)
of the ICSWG, and by supporting clients to
• World Benchmarking Alliance (WBA)
provide their own responses. Similarly, we
follow-up consultation on benchmarking
actively participate in the development of
(July 2021)
industry best practice.
• DWP Consultation on Investment and
Reporting (December 2021)
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What we deliver in stewardship and sustainability
Through industry and policy engagement
Further, we’re active participants in the
following groups:
• Institutional Investors Group on Climate
Change (IIGCC) – as members of this
group representing investors that consider
the implications of climate change in their
investment approaches, we’ve actively
participated in the development of IIGCC
best practice guidance, such as its NetZero Investment Framework. We’re also
members of the associated Paris Aligned
Investment Initiative’s Net-Zero Technical
Working Group.
• Investment Consultants’ Sustainability
Working Group (ICSWG) – we were a
founder of this initiative, focused on
sharing best practice and raising standards
across investment consultants and the
investment industry as a whole. We remain
represented on the steering committee,
and also on four of the individual
workstreams – regulation, communications,
asset owners and asset managers (we led
the latter two in 2021).

• LGPS Scheme Advisory Board –
Responsible Investment Advisory Group,
supporting local authority funds and pools
in responding to developments such as
the forthcoming application of TCFD
requirements.

Among other groups we’re also members of:
• Pensions and Lifetime Savings
Association (PLSA)
• UN-linked Principles for Responsible
Investment (PRI)

• Net-Zero Investment Consultants
Initiative (NZICI) – created during
2021, NZICI is investment consulting’s
contribution to the broader Glasgow
Financial Alliance for Net-Zero, the finance
industry’s commitment to net-zero as part
of the COP26 process. We and a dozen
other consulting firms have undertaken to
deliver net-zero in our own businesses but
more significantly through our advice. We
sit on its steering committee.
• Pensions for Purpose – a collaboration of
pension funds, asset managers, investment
consultants and social enterprises, whose
aim is to promote understanding on impact
investment-related issues. During the year
we accepted a position sitting on Pensions
for Purpose’s advisory group.
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What we deliver in stewardship and sustainability
Through industry and policy engagement
We challenge ourselves and the wider investment industry to
follow best practices with respect to inclusion and diversity.
We’ve committed to supporting the following initiatives:
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FURTHER ENHANCING OUR APPROACH
In early 2021 we approved a policy
document setting out our approach
to ESG integration, stewardship and
impact investing. The adoption of our
net-zero default advice grew from the
agreement of this policy approach.
This, and all of our thinking, is kept under
regular review, especially as we adopt new
commitments and undertakings – such as,
during 2021, our commitment to the Net-Zero
Investment Consultants’ Initiative.

The addition of further and highly experienced
individuals to our sustainable investment and
stewardship team has led us to review our
approach across the full range of sustainability
and stewardship activities. They’ve set out a
revised plan for taking forward our offering
in this part of the business and we continue
to add resources to strengthen the function.
We’ve carried out active training of both our
investment consulting and manager research
teams on a range of sustainability and
stewardship issues, and continue to encourage
staff to take up opportunities for further

training in this area as well as offering internal
support.
In enhancing our approach in this area we’ve
also reflected on the feedback received from
the FRC on our first stewardship report. We
published this in March 2021 and received
confirmation of our signatory status in October.
As noted elsewhere in this report, during 2021
we revised and updated our approach to ESG
integration and stewardship assessments
within our overall manager research function.
We also built in a more systematic approach
to considering matters of culture within both
fund management firms overall and the teams
running the individual strategies in which our
clients invest. We keep these approaches
under ongoing review to ensure that they’re
delivering what our clients need and expect of
us. We’re working to build these assessments
into our financial modelling of manager
performance and impact.
We expect to challenge ourselves, and the
industry, to do more both in terms of ESG
integration and stewardship over 2022 and
beyond.
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APPENDICES

well, you made it this far...
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APPENDIX 1:
OUR INVESTMENT PRINCIPLES
Investment strategy

1

2

3

All investment strategy starts
with the clear goals, objectives &
constraints of the client, including
climate and other ESG goals and a
defined and agreed risk budget
The success of an investment
strategy is judged by meeting
client objectives, not in correctly
predicting the direction of the
market
Investment strategy should be as
simple as possible but as complex
as necessary to meet client
objectives

4

Investment strategy only works if it
is implemented; a strategy can only
be optimal if a client will execute it

5

Manager selection should not
drive investment strategy; rather
managers should be chosen to fulfil
the strategic asset allocation

Expected returns

6

For every return above the risk-free
rate there is a risk; however, some
risks offer no or negative expected
returns

7

Our assumptions where possible
are empirically based

8

Using prudent expected return
assumptions incorporates a
margin of safety leading to better
outcomes

9
10

Going strategically net short a risk
premia should be subject to a much
higher hurdle than being long
Illiquidity always increases risk
relative to a liquid comparable
asset and so needs to offer a higher
expected return to be a part of an
asset allocation

Risk management

Strategy implementation

11

Risk management needs to be put
in place in the good times to have
the most effect in the bad times

12

Risks still exist if you don’t measure
them, but risks can only be
controlled if you do measure them,
including climate-related risks

13

14

15

Risk management and asset
allocation are not an exact science;
you need both qualitative and
quantitative judgement, particularly
when assessing forward-looking
risks such as climate change
We accept that making mistakes
is inevitable; we commit to
acknowledging, correcting and
learning from them
Diversification adds value over
the long term but cannot be relied
upon to protect the portfolio in all
adverse conditions

16

We accept that our clients may
have strong market views but we
will encourage them to right-size
the risk they take in expressing
these views

17

Spend more time on things that
will make a difference to goals and
objectives and less time on those
that won’t

18

Implementation costs (both trading
and fund management fees) should
be as cheap as possible but not at
the expense of compromising client
objectives including stewardship
and other ESG goals

19

Prioritise the “quick wins” first
before worrying about how difficult
the harder things are

20

If you don’t understand something
don’t invest in it
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APPENDIX 2: WHERE THIS REPORT
REFLECTS OUR AMBITIONS
Stewardship Code Principles
1. Purpose, strategy and culture

Section(s)

Page

Our purpose
Our strategy
Our culture
How we’re governed
Our team, resources and incentives
Managing our conflicts
Through industry and policy engagement
Climate and industry culture references in Through our manager research
Through our investment consulting
Through our manager research
Enhancing our approach
How we’re governed

6
9
13
12
14
10
29
22
18
22
32
12

Our net-zero commitments

Section(s)

Page

1. Assist client objective-setting
2. Identify climate solutions
3. Adopt and engage with industry frameworks
4. Deliver effective climate stewardship

Through our investment consulting
Through our manager research
Through industry and public policy engagement
Through our investment consulting
Through our manager research
Through our investment consulting
Our own footprint
Through industry and public policy engagement

18
22
29
18
22
18
16
29

2. Governance, resources and incentives
3. Conflicts of interest
4. Promoting well-functioning markets
5. Supporting clients’ stewardship
6. Review and assurance

5. Provide net-zero client advice as default
6. Manage own footprint
7. Collaborate with broader industry
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Appendices:
Appendix 2: Where this report reflects our ambitions
ICSWG Climate Competency Scorecard

Section(s)

Page

1. Firmwide climate expertise and commitment
2. Individual consultant climate expertise
3. Tools and software
4. Thought leadership and policy advocacy
5. Assessment of investment managers and
engagement with them

Our team, resources and incentives
Through our investment consulting
Our team, resources and incentives
Through industry and public policy engagement
Through our manager research

14
18
14
29
22

REDINGTON’S 2022 SUSTAINABLE INVESTMENT REPORT | 36

WANT TO HEAR MORE ABOUT
OUR WORK IN SUSTAINABLE
INVESTMENT?
get in touch

Anastasia Guha

Paul Lee

Edwin Whitehead

Edina Molnar

Global Head of Sustainable
Investment

Head of Stewardship & Sustainable
Investment Strategy

Senior Vice President,
Sustainable Investment

Associate, Sustainable Investment

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 2022. 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
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