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before you get stuck in...  

Laura Bampfylde 
Director, Wealth

Welcome to the latest edition of 
Investment Edge. This quarter, 
I’m standing in as editor for the 
inimitable Nick Blake while he’s 
away on holiday.

Last quarter, one of our readers asked for 
our views on green bonds. It reminded me 
of Richard Branson’s famous quote: “There 
are no quick wins in business, it takes years 
to become an overnight success”. While the 
first green bond issuance was over 15 years 
ago, they are now having their moment in the 
retail fund market spotlight. In the pursuit of 
net zero in wealth portfolios, could these be a 
quick win? I asked Anastasia Guha, our Global 
Head of Sustainable Investment, to answer 
some of the key questions surrounding green 
bonds, the ‘greenium’ effect and whether 
they have a long-term role to play in client 

portfolios (or are they just having their ‘fifteen 
minutes of fame’?).  

I also make the case for tackling “quick wins” 
first when it comes to wealth management 
and financial advice firms leveraging 
technology to help manage their investment 
propositions. We worked with leading 
research firm, NextWealth, to understand 
the myriad challenges firms are facing in this 
area, from an increasingly intense regulatory 
environment to client expectations on user 
experience. With the emergence of many new 
technologies, should you start with iteration 
rather than revolution?

So far this year, the market environment 
couldn’t have been further from an “easy win”, 
with many asset managers challenged by 
surging inflation, the impact of the ongoing 
war in Ukraine, and general discontent 

in global markets. So I’m grateful to Nick 
Samuels, our Head of Manager Research, and 
his team, for sharing their six monthly market 
update on what’s gone on across 
asset classes. 

Lastly, we caught up with Oliver Wayne for 
a chat by the water cooler before he heads 
off on paternity leave. Oliver leads our equity 
research team and shares what’s been 
keeping him busy (apart from an impending 
newborn!), from researching options in the 
passive climate equities space, reaching 
net-zero alignment and using public market 
equities for real-world impact. 

Nick will be back next quarter, hopefully with 
updates from less choppy markets! We love 
hearing your views on these topics so, as ever, 
please get in touch and let us know if there is 
anything you’d like us to cover next time.

mailto:wealth%40redington.co.uk?subject=Investment%20Edge
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are green bonds worth it?

What is a green bond and why should inves-
tors consider them? 

Annual issuance of green bonds topped 
$500bn in 2021 globally and is on track to 
hit $1trn this year, while $5trn of issuance is 
forecast by 2025i . So, what actually are green 
bonds?

A green bond works like a regular bond 
(a loan from an investor to a company or 
government) but the key difference between 
them and their ‘vanilla’ counterparts is 
that the money raised is used to finance 
projects that have a positive environmental 
impact, such as renewable energy and green 
buildings. 

Among financial corporates, China 
Development Bank was responsible for the 

largest single deal during the year, valued at 
$6bn, while a $2.5bn green bond issued by 
Ford Motor Company was the largest issued 
by a non-financial institution. A third of total 
green bond issuance over 2021 came from 
China (17%) and Germany (16%).

Green bonds have become popular 
with investors as they are seen as an 
affordable way to achieve environmental or 
decarbonisation objectives within portfolios, 
while maintaining the same risk profile. But 
do they have a lower risk of default? It’s 
possible based on the enhanced monitoring 
and verification of the ‘green’ labelling, but 
given the relative infancy of these bonds, it’s 
too early tell! Anastasia Guha 

Global Head of 
Sustainable Investment

1

i Study by certification body Climate Bonds Initiative



4  |  Investment Edge  |  Q3 2022

Are all green bonds equal in delivering real-
world as well as portfolio impact?

The short answer is no. Some issuances 
are meaningfully funding climate change 
projects, benefiting both the planet and 
long-term financial returns for investors. 
On the other hand, greenwashing has been 
a real concern in the past; the wide scope 
of what constitutes a “green” bond allows 
the organisations that issue them to utilise 
the capital raised for projects promoting 
sustainability, but in practice, some of these 
projects can have minimal climate impact. 

At Redington we think the “use of proceeds” 
type bonds are the most credible, although 
ring-fenced projects with good reporting can 
also mitigate greenwashing concerns. Due 
diligence is critical – it’s important to look 
beneath the bonnet and scrutinise these 
bonds (or funds investing in them) – caveat 
emptor applies.

The main types of green bonds as defined 
by the Climate Bonds Initiative (CBI) are 
highlighted on the right:

Sustainable investing Q&A 
Are green bonds worth it?

2

Regulators and market participants alike are keen to classify the levels of impact that a green 
bond may have to help inform potential investors. Key initiatives to help standardise reporting 
and inform potential investors have been the Green Bond Principles and the European Union’s 
Green Bond Standard. These programs are steps in the right direction for giving investors 
confidence that their capital is being used as they expect it to be.
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What’s the ‘greenium’?

One of the perceived drawbacks for green 
bonds from an investor’s perspective is the 
so-called green premium or ‘greenium’. This 
is the additional cost an investor pays for a 
green bond, in the form of a higher price (and 
therefore lower yield). 

In fact, the US Federal Reserve finds that, 
on average, green bonds have a yield spread 
that is 8 basis points lower relative to 
conventional bonds. Worryingly, the study 
found that the greenium was not correlated 
with the credibility of the underlying projects. 

Demand is extremely strong for green 
bonds, with many issuances over-subscribed 
following recent inclusion into some bond 
indices. This demand is a key driver of the 
greenium, but we think it will stabilise as 
supply continues to grow.  

Where does it fit in a typical portfolio and 
how do wealth managers access them? 

Increasingly we see wealth managers 
incorporating non-financial objectives, such 
as net zero, alongside traditional financial 
objectives into their client portfolios. We 
believe that green bonds could be an 
attractive solution for both objectives.

How green bonds are implemented within 
retail wealth portfolios will vary depending on 
the client’s needs and objectives. One option 
is to incorporate them into the main fixed-
income component of the portfolio, typically 
by allocating to a broad fixed income fund 
with the remit to dynamically invest some 
portion in green bonds.

Alternatively, we see some firms carving out 
a specific ‘impact budget’. This approach 
would favour a dedicated green bond fund, 

albeit these are currently focussed on the 
developed markets corporate space. Options 
in the sovereign-only space are limited, but 
we expect solutions to continue to evolve. As 
always, intermediary platform availability is 
a “chicken and egg” situation and, given the 
nascency of these funds, they are unlikely to 
be on platforms in the immediate future. 

There is every reason to keep a close eye on 
this fast-moving market. Watch this space, 
and please get in touch if you’d like to talk it 
through.

Sustainable investing Q&A 
Are green bonds worth it?

3 4
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is ‘fine’ good enough?

Times when ‘fine’ is a good word: 
- Fine wine
- Fine dining 
- Fine art

Times when ‘fine’ isn’t a good word:
- You look fine, darling
- I’m FINE
- My fund research system is fine

One of the most enlightening books I’ve 
read is written by husband-and-wife 
psychologists, Alan and Barbara Pease, called 
‘Why Men don’t listen and women can’t read 
maps’. It explores evolutionary differences 
between (neurotypical) male and female 
brains and, yes, I have gifted it to people as a 
joke-not-joke more than once. 

There’s a section on language and, notably, 
the difference in perception of words like 
‘fine’. So maybe it’s just my brain, but during 
conversations I have with wealth managers 
and financial advice firms about their fund 
selection processes, I’m always surprised 
when they say that the technology they use 

to aid research and oversight is “fine”. 

In May, we worked with leading research firm 
NextWealth to understand the technology 
being used by firms within their investment 
proposition. This broad remit covered 
everything from platforms to quantitative 
fund data tools and order management 
systems. Technology was noted as one of the 
biggest challenges firms face while growing 
their businesses, maximising efficiencies, 
and minimising risk – they need to keep 
pace with client and industry expectations. 
So why was ‘spreadsheets’ one of the most 
frequently named technologies according to 
the NextWealth report word cloud?

Laura Bampfylde 
Director, Wealth

6  |  Investment Edge  |  Q3 2022
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Ctrl+F

When it comes to tracking investment 
decision-making, the report found that the 
most commonly used tools are Excel, Word 
and Sharepoint. 

We once spoke to a firm that had a well-
known, now disgraced, global equity fund 
on their approved fund list and held within 
client portfolios. Its Compliance department 
had questions: When did the research team 
first have concerns? What questions had 
they asked the fund manager? When did 
they take action? It took eight weeks to 
collate a response between various emails, 
Word documents and Excel spreadsheets. In 
their words, they “lived in a world of Ctrl+F”. 
Fortunately, in this case it was an internal 
review, but what if it was a client or the FCA 
asking the question? Good governance and 
record-keeping feed into a sense of trust, 

which is often cited as the number one 
reason clients value their financial adviser. 

The majority of firms we speak to have 
robust fund research processes that could 
only be described as “excellent”. They screen 
a fund universe of thousands, narrow them 
down to a shortlist, meet and scrutinise 
the shortlisted fund managers and have 
investment committees debate and ratify 
the ultimate fund selection. Clients can have 
complete faith in the intellectual capital 
behind their portfolios. However, the record-
keeping – capturing the qualitative reasoning 
behind how they got from the quantitative 
shortlist of 50 fund options down to the final 
one or two, the minutiae of the decision – is 
usually only “fine”.

The NextWealth report found that the 
most common place to store investment 
decisions is in the minutes of the investment 

Fund research governance 
Is ‘fine’ good enough?
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8  |  Investment Edge  |  Q3 2022

Fund research governance 
Is ‘fine’ good enough?

committee meetings. Firms said that 
recommendations to change a holding or 
rating for a fund would need to be made by 
the investment committee, and that is where 
decisions and their rationale are tracked. 
Of course, this does the job, but it’s not 
futureproof. Why search through file after 
file because you can’t remember in which 
month’s meeting that particular discussion 
was had? The technology exists to surface 
this information at the click of a button, 
track through to when changes were made 
in portfolios, and the impact on subsequent 
performance – so why aren’t firms using it? 

Is ‘good enough’ good enough?

I come back to the meaning of ‘fine’. The 
Oxford dictionary offers two definitions: 
of very high quality – adjective or; in a 
satisfactory manner – adverb. What does it 
mean to you?

The wealth management industry is going 
through a state of change with consolidation, 
a new generation of investors to engage and 
an ever-changing regulatory landscape, to 
name a few. New technologies aim to help 
many of these, but which should you choose, 
and in what order? 

Many processes need wholesale 
change to keep pace with client 
expectations and growth ambitions. 
Many processes are “good enough”, 
I argue that these are the ones 
you should tackle first – make 
improvements to an existing well-oiled 
process. Workarounds and “it’ll do” 
when it comes to the governance and 
record-keeping of fund selection, one 
day, won’t do. You have the data, and 
now it can be structured, provide audit-
quality oversight and power informed 
decision-making. 

You can find the NextWealth research 
report here. Please get in touch if you’d 
like to learn more. Until then, the only 
‘fine’ I’m interested in is dining!

so what?
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a six-month market snapshot

The big picture

We’re here to make sense of the markets. 
Inflation is at 9% (expected to get to 10%) 
and is the hot topic on everyone’s mind. The 
combination of this, rising interest rates and 
the ongoing war in Ukraine, has led to testing 
times for investors. As we move into the 
second half of 2022, we break down what’s 
been going on so far this year, lessons we can 
learn and, importantly, what you can be doing 
to protect and grow your clients’ portfolios.
Unfortunately, there’s no silver bullet, but our 
asset class specialists are here to share a 
snapshot of how this environment is affecting 
the markets, and where the attractive 
investment opportunities are.

Equities:  
Time in the market beats timing the market

The first half of 2022 saw a sharp sell-off 
in equity markets, with all major developed 
and emerging markets delivering negative 
returns. The Russian invasion of Ukraine 
elevated supply chain issues and inflationary 
pressures, which had a negative impact on 
company earnings and investors’ confidence. 

The only sector to deliver positive returns 
was Energy, which benefited from rapidly 
increasing commodity prices. In contrast, 
Information Technology and Consumer 
Discretionary (the non-essential goods we 
buy with excess cash) sectors performed 
poorly. And from an investment style 
perspective, low volatility and value 

(companies that trade at low prices 
compared to their assets and earnings) 
outperformed the market following several 
years of underperformance as investors 
became risk-averse and sought valuation 
protection.

This year has been a reminder that timing 
the rotation in equity market sentiment is 
exceptionally challenging. We have observed 
that individual styles (including value) can 
both lead and lag the markets for extended 
periods. While research shows ‘value’ stocks 
typically perform well in inflationary periods, 
we continue to have a strong preference 
for equity portfolios that are diversified 
by investment style (rather than just 
geographical) throughout the cycle.

Nick Samuels 
Head of Manager Research

Oliver Wayne 
Director, Manager Research
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H1 2022 market update 
A six-month market snapshot

Multi Asset:  
Why ‘Trend’ could be your friend

It’s been a turbulent time across markets; the 
MSCI World Index is down 18%, US 10 Year 
Government bond yields have risen 1.45% and 
the Bloomberg Commodity Index is up 18%. 
The dispersion in monetary policy responses 
to global events between Central Banks 
has also caused unexpected movements in 
currency markets with the normally “safe 
haven” Yen depreciating 19% vs. the USD. 
There has been further dispersion across 
regional equity markets with the more 
defensive and energy-focused FTSE 100 
down 1%, emerging markets down 14%, and 
the more technology-heavy S&P 500 down 
20%, officially taking it into ‘bear market’ 
territory.

All of this has led traditional multi-asset 
strategies to be more correlated to the 
broader market, and therefore losing 
diversification benefits. However, some 
alternative strategies have been able to take 
advantage of the volatility in the market. 
“Trend following” strategies are quant based 
and systematically identify potential future 
movement of asset prices. For example, the 
markets tend to underreact to news initially, 
before herding around a consensus view. 
As such, the strategies will take long and 
short positions depending on the market 
direction, or ‘trend’, across a wide range of 
asset classes. The SG Trend index shone 
brightly with a +29.33% return in H1, a strong 
performance in this inflationary environment. 
We think they’re worth having in your toolkit! 

Tom Wake-Walker 
Director, Manager Research
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H1 2022 market update 
A six-month market snapshot

Government & Corporate Bonds: 
Keep calm and carry on

The first half of 2022 saw extraordinary 
moves in bond markets. Credit spreads 
widened across the board and government 
bonds outperformed their corporate 
counterparts of similar duration. Both the 
US Federal Reserve (Fed) and the Bank 
of England (BoE) raised rates by 0.25% 
and 0.50% respectively in Q1 followed by 
additional rate hikes in Q2. More specifically, 
the Fed lifted interest rates by 0.5% in May 
and 0.75% in June - the most aggressive hike 
since 1994.

Investors in standard UK gilt and global 
bonds indices would have seen losses to 
the tune of 13% and 14% respectively, with 
government bond yields globally rising 
between 1.2% and 1.5%. The best place to 
have exposure to this market in the first half 
of 2022 was short maturity inflation-linked 
gilts. Indeed, the FTSE Actuaries UK Index-
Linked Gilts up to 5 years Index is up c. 3.7% 
year-to-date.

Long duration credit (10+ year corporate 
bonds) suffered the most during this period 
with short-duration bonds providing a 
relatively safe harbour for investors. Moving 

to the high-yield market, spreads widened 
more than investment grade, but the higher 
income (‘carry’) offered by the asset class 
provided a cushion.

In our view, this environment is one where 
active management can deliver the best risk-
adjusted returns as investors’ skill (‘alpha’) 
will be the main driver of returns. The ability 
to identify winners and avoid investments 
in companies that will suffer from higher 
inflation and obsolete business models will 
determine investment outcomes.

Kate Mijakowska  
Director,  
Manager Research

Chris Bikos 
Director,  
Manager Research
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H1 2022 market update 
A six-month market snapshot

Real assets:  
Is it all about inflation protection?  

Although we don’t have large amounts of 
performance data from low growth, high 
inflationary environments, historical returns 
indicate that both infrastructure and real 
estate funds have performed relatively 
well under these conditions. That said, it’s 
crucial to dig deeper into underlying assets, 
particularly their relationship with inflation, 
when undertaking due diligence.

Are contracts inflation-linked? This means 
that revenues can be indexed explicitly to 
inflation, for example in a Purchase Power 
Agreement for a renewable wind farm or 
property rents being indexed to RPI. Can 
increases be passed through to customers 
and tenants? In the UK this year, we all saw 

first-hand how increased utility costs were 
passed onto customers. 

Is there structural support for assets?  The 
demand for renewable infrastructure is 
undeniable. From a real estate perspective, 
the UK logistics sector has driven returns due 
to the uptake in e-commerce. As consumers 
seek convenience and fast delivery, tenants 
seek to hold 5-15% more stock than they have 
done historically, requiring larger premises 
and therefore increased rents. London saw an 
unprecedented 39.3% rental growth over the 
first quarter of 2022!

These assets offer some explicit inflation 
protection and, when selected well, rental/
income growth and robust capital values can 
help provide long-term, positive real returns.

Sarah Miller  
Vice President,  
Manager Research 

Lakshana 
Ponnampalam 
Analyst,  
Manager Research
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meet our equities specialist 

Which asset classes do you cover?

I lead Redington’s equity research team, which 
means I’m responsible for all our public equity 
investments across developed and emerging 
markets.

What ideas have you been working on 
lately?

A major focus for us and our clients is how to 
improve the sustainability of our investments 
and find solutions to help us all achieve net 
zero. I’ve been researching impact equity 
strategies that have a dual objective of 
generating excess returns and measurable 
impact in terms of decarbonisation.

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

This quarter, we spoke to Oliver 
Wayne, one of our equities specialists. 

Oliver Wayne 
Director, Manager Research

1 2
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Water cooler chats 
Meet our equities specialist 

What are the highlights of the past 12 
months?

All our emerging market managers have 
generated strong outperformance, which is 
great. If you’re interested in some of the drivers 
behind this, check out this short blog I wrote. 
Spoiler alert: we think it’s a mixture of skill and 
luck, aided by strong manager selection and a 
helpful market environment.

What do the next 12 months look like?

We’re completing new research into UK 
equities and global passive climate equities. 
To date, our research in climate equities 
has focused on active mandates, which are 
more suited to larger clients with greater fee 
budgets, so this new research will be beneficial 
for smaller clients. Outside of work, my wife 
and I are expecting our first child in a few 
weeks’ time, so I’ll be working on transferring 
my uncle skills to dad skills.

What makes you tick outside of work?

Outside of investment, I like spending time 
outdoors and often say I need to be walked 
– no need for a dog in our house! If I can tie 
that in with some sporting activity, then that’s 
ideal. I’m gradually recognising I’m entering the 
twilight of my footballing career, so I’m starting 
to focus my efforts on longer-duration sports 
like golf. Although that might have to be on 
hold for a few months!

3 4 5
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Equity styles: Quality is in the eye 
of the beholder

Redington’s Market Musings 
- Q2 2022

Thoughts From the Loft –  
June 2022

THOUGHTS 
FROM THE 
LOFT

Pete Drewienkiewicz

grab yourself a cuppa and  

   have a read of these...

Redington’s 2022 Sustainable 
Investment Report

Ada Fintech Sponsors 
NextWealth: Tech to manage 
the investment proposition

Most Significant Votes 
(w/e 8th July 2022)

https://redington.co.uk/equity-styles-quality-is-in-the-eye-of-the-beholder/
https://redington.turtl.co/story/redingtons-market-musings-q2-2022/
https://redington.co.uk/publication/thoughts-from-the-loft-june-2022/
https://redington.co.uk/publication/redingtons-2022-sustainable-investment-report/
https://redington.co.uk/publication/ada-fintech-sponsors-nextwealth-tech-to-manage-the-investment-proposition/
https://redington.co.uk/most-significant-votes-w-e-8th-july-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.
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