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As I sat writing the introduction to 
this quarter’s edition of The Defined 
Contrarian, my news feed kept 
notifying me of a steady stream of 
departures from the government 
in what turned out to be the dying 
days of the Johnson administration.  
Although I don’t usually stray into 
politics as part of this editor’s note, 
it struck me that there are a number 
of eery echoes with this edition’s 
articles!
 
It felt like the government was being 
battered as every new revelation and 
resignation hit the newswires in real-time. 
The relentless velocity of new information 
affects us all, so Paul Richards, Redington’s 
Head of Governance and Decision Research, 
takes a scientific look at how this can impact 
investment decisions, sharing tips for 

making calm, rational decisions in such an 
environment.
 
The tsunami of data and information can 
of course create real opportunities as well.  
Redington’s clients benefit from this through 
having access to our technology platform, 
Ada Fintech.  We’ve recently partnered 
with Tumelo to provide incredibly rich 
stewardship data to support our clients with 
their growing responsibilities around, and 
interest in, being more active owners. Russell 
Wright, a consultant in our DC team, looks at 
how DC clients are starting to use this data 
to support their governance processes.
 
Economic headwinds feel like they will 
be with us for a while, so Nick Samuels, 
Redington’s Head of Manager Research, 
considers ideas to address higher inflation.  
With the departures of both Rishi Sunak 
and John Glen, the new appointments for 
Chancellor and City Minister are going to 

need nerves of steel to lead us through these 
turbulent times.
 
Finally, we meet Oliver Wayne, our equity 
research specialist, who’s spending 
increasing amounts of time with clients 
focusing on impact and decarbonisation 
strategies.  Let’s hope there’s continued 
political will to deliver the UK’s net-zero 
target from whoever might be in charge in 
the coming months.

before you get stuck in...  

Jonathan Parker  
Head of Defined Contribution 
& Financial Wellbeing
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Technology can be a wonderful thing 
– bringing us closer, making us more 
effective and providing an almost 
endless supply of entertainment. But 
like most things, technology can be a 
double-edged sword. 

Let’s take rapid access to news. Getting bad 
news quickly can sometimes be good. Many 
of us have sighed with relief as real-time 
traffic data has moved us off a motorway 
before we get stuck in gridlock.

However, watching non-stop rolling coverage 
of Russia’s invasion of Ukraine provides us 
with very little actionable information, but 
has the potential to skew our perspectives 
and impact our emotional equilibrium. And 
this never helps us make good choices. 

What does this mean for DC schemes? 

Technology has had a big impact on the 
availability of investment information to both 
governing bodies and members. Boards and 

committees have more access to investment 
data than ever before, and many members 
have online access to their accounts – they 
can see their portfolios and make choices 
at the touch of a button. Whilst this level 
of accessibility has many benefits, it brings 
its own set of problems when markets are 
volatile.

For example, in the current environment, it’s 
entirely natural for all of us to feel drawn to 
checking our portfolios and how they are 
faring. But looking at our portfolios frequently 
can bring problems. These are highlighted 
nicely by the mathematical statistician  
Nassim Taleb in, ‘Fooled by Randomness’.  

Imagine an investor...  

Taleb asks us to imagine an investor who 
can generate an annual return of 15% with 
10% volatility (or uncertainty) each year. 
That ratio is exceptional – if you can find 
that, you’d be very happy indeed. However, 
even that exceptional investor will not always 
generate a positive return. If we assume a 

normal distribution of returns, over an annual 
period, we’d expect to see a 93% probability of 
making money in any given year.

Probability of making money over 
different time periods

Timescale Probability
1 sec  

1 min  

1 hour  

1 day  

1 month  

1 quarter  

1 year 93%

The question for you is, given the investor 
is exceptional, what do you intuitively think 
the success rates are over the shorter time 
periods blanked out above? 

THE RISKS OF TECHNOLOGY 
DURING AN INVESTMENT CRISIS 

don’t look now

Paul Richards 
Head of Governance 
& Decision Research 
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The risks of technology during an investment crisis  
Don’t look now 

Using a tool called a Monte Carlo simulator, 
it’s possible to answer that question, which 
Taleb does.

Over a second, it’s a coin toss

Timescale Probability
1 sec  50.02%

1 min  

1 hour  

1 day  

1 month  

1 quarter  

1 year 93%

When we look at the probability of making 
money over a second, it’s essentially a coin 
toss. But what about the other periods? What 
does your gut tell you about the chances of 
making money over a month? Make a guess 
before looking at the data.
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The risks of technology during an investment crisis  
Don’t look now 

Surprised?

Timescale Probability
1 sec  50.02%

1 min  50.17%

1 hour  51.3%

1 day  54%

1 month  67%

1 quarter  77%

1 year 93%

The key point is that over shorter periods, the 
data will be noisy. Even if your strategy is 
exceptional, it may not look like it. And when 
we look at data that shows gains or losses, it 
will provoke an emotional response.

Our emotional reactions to gains and losses

Researchers have spent considerable time 
thinking about how we assess losses and 
gains. Loss aversion theories suggest 
that most of us react to losses and gains 
differently. This is neatly summarised in the 
graph below:

In short, losses hurt more than gains feel 
good. A loss of £100 will provide more pain 

than a gain of £100 will provide pleasure. 
When we look at short-term data, whether 
that’s markets or our portfolios, we risk a lot 
of pain from noise that suggests losses. This 
has two important impacts:

1. Emotional burnout: Just like watching 
rolling coverage of the war, we risk burning 
ourselves out emotionally. This will not help 
us make well-reasoned choices over the 
short-term. Indeed, it creates the risk that 
we tamper with portfolios in a way that isn’t 
helpful. 

2. Future risk-taking: Leading behavioural 

researchers, such as Richard Thaler, have 
researched the impact of losses and how it 
impacts the desire to take risks in the future. 
Thaler notes, “The more often people look at 
their portfolios, the less willing they will be to 
take on risk, because if you look more often, 
you will see more losses.” 

more pain from 

losses than pleasure 
from gains

PLEASURE

PAIN 

LOSSES -

-100

+100
GAINS +
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The risks of technology during an investment crisis  
Don’t look now 

What can we do about it?

We don’t want or need to roll back the clock 
on technology. We just need to be aware of 
its risks and manage them effectively.

For members:  
• Education. Russia’s invasion of Ukraine 

has caused markets to gyrate. And for 
some investors, the fear of losses may 
prompt them to exit the market. Whilst, 
we can never predict what the future will 
hold, the history of conflict-related market 
drawdowns suggests that timing entry in 
and out of the market is challenging. As 
the data from KKR (on the right) shows, 
markets can recover quickly, before many 
investors can react. As the saying goes, 
‘Time in the market is more important than 
timing the market.’  Ensuring that members 
are aware of the challenges of hasty selling 
is important.  

Geopolitical and war-linked events have a relatively short-lived impact on equity markets. The typical drawdown 
is 4-5%, with the market fully recovering in 43 days or so.

S&P 500 Returns Days

Market Shock Events Event Date One Day Total Drawdown Bottom Recovery

U.S Pulls Out of Afghanistan 8/30/2021 0.4% -0.1% 1 3

Iranian General Killed in Airtstrike 1/3/2020 -0.7% -0.7% 1 5

Saudi Aramco Drone Crisis 9/14/2019 -0.3% -4.0% 19 41

North Korea Missle Crisis 7/28/2017 -0.1% -1.5% 14 36

Bombing of Syria 4/7/2017 -0.1% -1.2% 7 18

Boston Marathon Bombing 4/15/2013 -2.3% -3.0% 4 15

London Subway Bombing 7/5/2005 0.9% 0.0% 1 4

Madrid Bombing 3/11/2004 -1.5% -2.9% 14 20

U.S. Terrorist Attacks 9/11/2001 -4.9% -11.6% 11 31

Iraq’s Invasion of Kuwait 8/2/1990 -1.1% -16.9% 71 189

Regan Shooting 3/30/1981 -0.3% -0.3% 1 2

Yom Kippur War 10/6/1973 0.3% -0.6% 5 6

Munich Olympics 9/5/1972 -0.3% -4.3% 42 57

Tet Offensive 1/30/1968 -0.5% -6.0% 36 65

Six Day War 6/5/1967 -1.5% -1.5% 1 2

Gulf of Tonkin Incident 8/2/1964 -0.2% -2.2% 25 41

Kennedy Assassination 11/22/1963 -2.8% -2.8% 1 1

Cuban Missle Crisis 10/16/1962 -0.3% -6.6% 8 18

Suez Crisis 10/29/1956 0.3% -1.5% 3 4

Hungarian Uprising 10/23/1956 -0.2% -0.8% 3 4

North Korea Invades South Korea 6/25/1950 -5.4% -12.9% 23 82

Pearl Harbour Attack 12/7/1941 -3.8% -19.8% 143 307

Average  -1.1% -4.6% 19.7 43.2
 

Source: KKR GMAA Analysis, LPL Research, Standard & Poor’s, Bloomberg. Data as at February 15 2022.
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Now best known for his writing, Taleb 
was first and foremost an investor 
who sought to make money from the 
behavioural mistakes of others. In the 
context of technology’s impact, he 
made the following point back in 2001, 
“When I see an investor monitoring his 
portfolio with live prices on his cellular 
telephone or his PalmPilot, I smile and 
smile.” In 2022, Taleb will probably 
be the only person walking around 
New York with a beatific grin on his 
face. But when Taleb is smiling at our 
behaviour, we should probably stop 
doing it. 

get off the phone

The risks of technology during an investment crisis  
Don’t look now 

For boards and committees:   
• Education. If you’re on a board, make sure 

everyone is aware of this issue. Try getting 
your colleagues to estimate the probability 
of an exceptional investor making money 
over different time periods – I suspect 
most will be surprised at how much noise 
there is.

• Is the data ‘actionable’? Data is at the 
heart of many investment decisions. The 
key question is whether the data you 
are looking at will help you make a good 

choice. Watching the minute-by-minute 
pull between red and green on a market 
price feed can be hypnotic. The key 
point is this – can or will you actually do 
anything with the information? If not, it’s 
simply likely to lead to emotional fatigue 
that will cloud your decision-making. Turn 
it off. To be clear, we’re not advocating 
a ‘head in the sand’ mentality, simply 
understanding what the relevant data is for 
your situation and monitoring that. 

• Let your advisers earn their keep. A 
good adviser should be monitoring all 
the relevant metrics on your behalf and 
ensuring that you are being kept abreast of 
what’s relevant. If you feel nervous about 
what’s happening at the moment, ask 
them to explain what they’re doing on your 
behalf. You’ll hopefully be reassured about 
how much is going on behind the scenes. 
Once you understand that, you may feel 
that you can turn your attention to big-
picture strategic issues.
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VOTING BEHAVIOUR   
how technology can drive deeper insights

The seemingly constant evolution 
of stewardship and sustainable 
investing rules can be a challenge 
to digest. So it’s a relief when you 
discover a technology that can help 
you make sense of the data in front 
of you, giving you the ability to work 
smarter, not harder. 

DC schemes with at least 100 members 
must include trustees’ policies on 
financially material environmental, social 
and governance (ESG) factors within their 
statement of investment principles (SIP). 
And in 2020, it became a requirement for DC 
schemes to publish how these policies have 
been implemented. To do this, trustees must 
monitor the voting behaviour of their asset 
managers, which can prove challenging. 

As a trustee, you’re often at the mercy 
of asset managers regarding when and 
how you receive this data and what votes 
they consider ‘significant’. However, asset 
managers don’t necessarily understand your 
priorities, and lack understanding of other 
investments in the scheme.

Redington’s technology business – Ada 
Fintech – has created a stewardship data 
solution to tackle this challenge.

This technology allows schemes to load all 
their investments onto the platform. In doing 
so, trustees can monitor their managers’ 
voting records at a scheme level for all 
underlying companies, rather than looking at 
each manager’s data individually.

Russell Wright 
Senior Vice President,  
Defined Contribution
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Most significant votes

To assist trustees in selecting the most 
significant votes, Ada Fintech assigns a 
‘Significance Rating’ to each vote, according 
to your criteria, so they can easily be sorted 
and prioritised. 

For example, significance could be 
determined by a combination of whether:

• the vote relates to your top 25 holdings 
(across all asset managers);

• the asset manager and company voted 
differently;

• different asset managers voted differently;
• the vote was marked as significant by an 

asset manager;
• the vote is related to climate change (or 

any other category the trustees want to 
track);

• the company is a high carbon emitter; or
• more than 50% of shareholders voted 

against management.

Trustees can use a combination of these 
metrics – or choose a completely bespoke 
set – for determining significance.

Delivered in partnership with Tumelo

We’ve partnered with Tumelo to gain access 
to this data. They’re an impact-focused 
financial technology firm specialising in 
empowering asset owners and scheme 
members to make their voices heard on the 
issues that matter to them. 

Tumelo’s software connects with asset 
managers’ records to deliver rich data sets 
and create a seamless user experience.

Making sense of managers’ voting behaviour  
How technology can drive deeper insights

The discovery of new technology is an 
opportunity to take a step back and 
assess whether the way you’ve done 
things before continues to be the right 
way or just the only way feasible within 
previous constraints.

Ada Fintech’s partnership with Tumelo 
on stewardship opens new possibilities 
for better reporting and holding asset 
managers to account more effectively.  

You can learn more about Ada Fintech 
and this new development here; 
alternatively, we’d be happy to demo 
the solution to you.

so what?

https://adafintech.co.uk/features/stewardship/
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a six-month market snapshot

The big picture

Inflation is at 9%, and expected to reach 10%, 
so it’s going to be a hot topic for members. 
However, they’re probably more likely to 
be thinking about the impact on their cost 
of living – fuel, energy, food – rather than 
the impact on their DC pots. So given that 
most DC members will invest in the default 
strategy, it’s down to trustees and sponsors 
to think about how to react on their behalf.

Unfortunately, there’s no perfect solution, 
but to aid your thinking, our asset class 
specialists share a quick snapshot below 
of how inflation is affecting their areas 
of expertise and where investment 
opportunities lie. We’re thinking about 
how DC default investment strategies can 
evolve to both manage the impact and take 
advantage of the opportunities presented.

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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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 my short blog. 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 DC 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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https://www.investmentweek.co.uk/opinion/4045300/emerging-markets-style-alpha
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OF OUR THINKING?

PLSA Investment Conferance 
2022

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

Pension Pitstops: An independent 
MOT for your pension scheme

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

https://redington.co.uk/publication/plsa-investment-conference-2022/
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/pensionpitstops/
https://redington.co.uk/most-significant-votes-w-e-8th-july-2022/
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Jonathan Parker  
Head of Defined 
Contribution & Financial 
Wellbeing

   

Maggie Kearney 
Director,  
Defined Contribution

   

Paul Enderby 
Senior Vice President,  
Defined Contribution 

   

Keillian Tai 
Senior Vice President,  
Investment Consulting

   

WANT TO DISCUSS FURTHER? 
get in touch

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.

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

Russell Wright 
Senior Vice President,  
Defined Contribution
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