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SECTOR — GENERAL INVESTING
TWST: Let’s start with an introduction to Brown Advisory, 

the firm’s overall business and approach to its work. What would you 
want readers to know? 

Ms. Hauter:  I’ll take it back to our roots, which go back to 
Alex. Brown, which is the oldest investment bank in America and was 
founded in Baltimore in the early 1800s. We brought the asset management 
business private, we spun off in the late 1990s, and it has remained 
independent and private ever since.

The firm at large manages about $160 billion in assets globally. 
We’ve expanded our global footprint significantly over the better part of the 
past five or six years. Within our two businesses, our private wealth, or high 
net worth, endowment and foundation business makes up about 55% to 
60% of our overall business, and then institutional is the remainder.

I sit on the institutional side of the business within the fixed 
income investment team. Across our institutional business, we have over 
70-plus colleagues within sales roles, research analysts, traders, and
portfolio managers that help support our single strategies within equity
and fixed income.

In terms of what sets us apart, I would say probably our 
ownership structure. Seventy percent of the firm is owned by 100% of our 
full-time employees, and no one person, including the CEO, owns a 
material position. This structure is intentional, and it really creates long-
term alignment and collaboration, drives us to continually advance and 
improve the business together as colleagues, and it really has created an 
incredible work culture and environment.

TWST: As Director of Sustainable Fixed Income, what 
sustainability factors do you take into consideration during your 
investment analysis and selection process? 

Ms. Hauter: We take a holistic approach. We don’t screen 
out anything on the front end of our investment process. We look for 
investment opportunities across various asset classes, sectors, and 
industries.

I’ve always felt that within fixed income, we’re in a unique 
position to help large, important sectors transition. If you think about a 
lot of the global sustainability challenges that our global economy 
faces, they’re going to require a lot of capital to shift things like their 
operations, products and services, their supply chains, etc. Issuers are 
likely going to have to tap the debt markets, and we certainly 
embrace investing in transition stories that we think are credible and 
meaningful.

Also, our sustainable investment philosophy is predicated on 
the belief that it is important to understand the many levers that can drive 
economic and financial results, with a focus on two that we think 
transcend asset classes and sectors. Those are climate and natural 
capital, and community and human capital, both of which are 
underpinned by sound governance.

The implications are far reaching and varied, with public — which 
would be sovereign and municipal issuers — and private —  which 
would be corporate and securitized sectors — facing different 
considerations and serving different roles within this.

With these considerations interwoven into our 
investment process, we believe that we’re able to promote 
positive sustainable outcomes on both pillars alongside our 
investment performance. We certainly will not sacrifice one for the 
other.

The last thing I’ll say is, it’s imperative, particularly 
within fixed income, that we focus on mitigating risk. Our upside is 
capped. It’s all about how we’re managing downside risk. Downside risk 
in the event of default can be significant, and so we view 
integrating sustainable factors as another lens to evaluate risk.
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It’s not a replacement for fundamental due diligence, it adds 
an informational edge that helps us identify high-quality investments 
with lower risks and compelling opportunities that are aligned with 
improved sustainability outcomes.

TWST: The Sustainable Bond Fund (BASBX) 
and Sustainable Core Fixed Income strategy are among the 
portfolios you manage. Would you give us a snapshot of the 
strategy? And what else would you add about the attributes 
you look for in individual holdings? 

Ms. Hauter: We believe that taking a sustainable and flexible 
approach to fixed income can certainly offer our investors access to 
a more attractive stream of income and risk-adjusted returns that really 
is aligned with positive sustainability outcomes. At the same time, and 
as I said earlier, you don’t have to sacrifice one for the other.

Our core investment philosophy is based on three principles. 
One, we believe that dynamic asset allocation, informed by our rigorous 
bottom-up security selection and combined with understanding macro 
analysis, is the foundation of strong investment performance.

The second point is, we believe sustainable investment 
research adds an informational edge that helps us identify high-quality 
investments and lower risk.

And third, by being benchmark aware but not benchmark 
driven, we believe we can achieve attractive risk-adjusted returns 
through various economic cycles and diversify our portfolios across 
different sectors and themes and industries.

In terms of individual holdings, we really rely on a credit-
focused due diligence process that includes sustainable investment 
research to build investment cases and mitigate risk. We look to identify 
securities where estimates of fair value diverge from current 
market pricing, and depending on which asset class we’re 
talking about, different criteria are used for determining value.

We do invest in all sectors within our benchmark; we include 
supernationals, corporates, both investment grade and high yield, 
securitized, and taxable munis as well. As I noted, investment 
criteria across those may differ, but it’s used to identify the best risk 
and return opportunities for the individual securities within the sectors.

TWST: Can you tell us about a few examples of holdings — 
what makes them attractive and how do they illustrate the strategy? 

Ms. Hauter: Our analysts build robust sector frameworks 
across many different asset classes and industries in which we invest. 
I think a good example of one that we’ve looked at recently is 
Carrier Global (NYSE:CARR). It’s a sector our analysts spend a 
lot of time thinking about.

Carrier  is a global leader in residential and 
commercial HVAC, with a dominant share in heat pumps. 
Fundamentally, they are a must-buy home expense in many 
regions. That leads to strong pricing power. Relatively recently 
they acquired another company which has an installer-centric 
business model with stickier customers, which is also an advantage.

We believe Carrier’s  focus on HVAC positions it well 
to benefit from tailwinds, including regulation and policy, 
more extreme climate, and greater focus on energy efficiency. 
According to Carrier, buildings account for 40% of energy-related 
GHG emissions, and integrated smart building systems such as 
those provided by Carrier can reduce energy by up to 10% to 20%.

I can touch on another one, AbbVie (NYSE:ABBV), 
the global pharmaceutical company. They discover many different 
types of medicine and solutions that improve the lives of many 
different people. They maintain a leading edge in biologics and 
research and development, with a history of developing 
market-leading pharmaceuticals.

Being a global biopharmaceutical company that provides a 
broad range of medical solutions, they have leading positions in 
oncology, neuroscience, and eye care.

Their mission to discover and deliver innovative medicines 
and products that solve serious health issues and enhance people’s 
lives puts them really at the front lines of tackling some of the world’s 
most complex and serious diseases.

They also are focused on research and development, 
improving patient diversity in clinical trials, and they’ve also been 
able to help identify and address the medical needs of 
marginalized and historically underserved communities across the 
globe, which is something that is also important and that we look for 
in the investments that we’re making.

TWST: You just gave us two great examples from 
different industries. Are there certain sectors or industries or 
themes where you’re finding the best opportunities? 

Ms. Hauter: I’d say from a sector perspective, we find 
agency mortgages particularly attractive right now. They have strong 
liquidity, are high quality, offer diversification benefits versus other 
risk assets, and they carry no credit risk.

Average agency MBS excess returns relative to 
Treasuries increases when interest rate volatility decreases. If the Fed 
were to cut rates and banks begin investing more in MBS 
holdings, which we anticipate coming into play as we move into the 
end of 2024 and into 2025, it could make this sector particularly 
attractive.

The other thing that I’ll note, from a sustainability perspective, 
is we have a robust affordable housing and environmental 
efficiency framework that helps us identify a broad set of mortgage 
pools that fit within this bucket, and we have a large enough 
opportunity set to invest in as we have added to this sector.

We’ve also been adding to asset backed securities, focusing 
on short, top-of-stack issuance with low impairment risk. Mostly we’ve 
been looking at auto and equipment ABS. We have, again, 
frameworks that help us assess sustainable risks and opportunities. 
Within auto ABS, the right and comfortable mix of EVs and hybrid 
vehicles within the respective collateral pools is important for us to 
understand, as well as emissions metrics.

“We believe that taking a sustainable and flexible approach to fixed income can 
certainly offer our investors access to a more attractive stream of income and 
risk-adjusted returns that really is aligned with positive sustainability outcomes.”
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the respective collateral pools is important for us to understand, as well 
as emissions metrics.

TWST: Are there any areas you’re especially cautious 
about? Ms. Hauter: I wouldn’t say we’re overly cautious about one 
particular sector of the market. We are paying very close attention to 
where spreads are, and listening to our research analysts as they provide 
insight into the health of the companies we’re invested in. We’ve not 
seen any alarming statistics that show us that defaults should be picking 
up in a big way. And while spreads continue to be anemic, we still 
are finding opportunities.

We’re back in a world where income is going to be the 
dominant driver of fixed income returns, and so while we may see 
some spread volatility in the interim, we’re really focused on trying 
to capture that all-in yield.

So, I wouldn’t say there’s a particular area where 
we’re cautious. We’re just really looking at and understanding 
how those economic factors are impacting the various sectors in 
which we’re investing, and what that may do to things like spreads or 
defaults.

TWST: What characterizes your approach to 
constructing a portfolio out of those individual holdings, as well as 
your ongoing portfolio monitoring and management? 

Ms. Hauter: We take a dynamic approach to asset allocation, 
and reposition the portfolio in different market environments in an 
effort to help maximize return potential and mitigate risk. We leverage 
insights from our analysts, combined with macro analysis, to determine 
where we think we are in the economic cycle and implications to 
various sectors. That really helps us think about and think through 
our asset allocation decisions, and our overweights and underweights.

In that regard, we have a systematic process for monitoring 
portfolio performance, risks, and potential investment 
opportunities, reassessing key inputs into portfolios and making buy and 
sell decisions. We have daily, weekly, monthly and annual team meetings 
that include all of our analysts, traders, and portfolio managers. All of us 
getting together on a more frequent basis and discussing value and risk 
really helps inform how we’re thinking about positioning the portfolio 
from a top-down perspective.

TWST: How has the Sustainable Bond Fund and 
strategy performed compared to its benchmark? And do you 
measure impact as well? 

Ms. Hauter: The strategy has performed quite well over the 
almost 10 years we’ve been managing it — we’re coming up on our 10-
year track record at the end of September. Strong performance 
relative to the benchmark, the Bloomberg U.S. Aggregate Bond 
Index, for our long-term numbers.

Certainly, we’ve experienced some intermittent 
underperformance at times. One in particular, in late 2022/early 2023, 
we de-risked our portfolio with the view that there was going to be a 
more imminent slowdown in the economy. Obviously, as everyone 
knows, the economy continued to surprise to the upside.

But our ability to be nimble and flexible and reallocate and add 
risk back to the portfolio across various sectors has allowed us to 
reposition the portfolio to perform in a variety of potential outcomes.

In terms of impact, we have always strived to be intentional 
about being very transparent in our approach to sustainability and the 
related outcomes. We’re not naïve about sustainability meaning 
many different things to many different people, but we want to 
showcase to our clients exactly why we’re invested in each security, 
and what are the factors that we thought were most material to the 
investment decision and impact to the financials.

We report in many different ways. We have quarterly 
reporting that highlights new investments we made that quarter, both 
fundamental and sustainability strengths. We also do an annual 
sustainability outcome report, in which we aim to report on the impact of 
our investment decisions.

We take a data-driven approach by showing the carbon 
footprint of the portfolio when and where we have that data. 
We highlight engagement outcomes, how we’re engaging with 
issuers on various topics that are important to our investment decision 
making.

TWST: What are your most recent thoughts on the 
interest rate environment and the likelihood that the Fed will begin 
to lower rates? We’ve been talking about that happening for a year 
now, but it does seem like it’s sooner than later. What do you 
anticipate in terms of market reaction or impact on fixed income 
in general and sustainable fixed income in particular? 

Ms. Hauter: Yes, as you noted, there’s been a lot of 
interest rate volatility over the past year or so. It’s certainly more 
imminent now, at least one Fed cut is on the horizon in September, 
which we think is probable just given some recent economic figures 
that have come out.

We’ve certainly seen our fair share of the markets overreacting 
to certain indicators, which has impacted both fixed income and equity 
markets, but markets have stabilized shortly after.

I think the volatility that we’ve seen over the past couple of 
years has certainly injected more market reaction than we see in normal 
market environments.

But economic growth, while strong, is showing signs of 
weakening, and inflation is still sticky but moderating. Typically, 
policy easing should steepen the curve, but whether long-end yields 
decline in outright terms will really depend on exactly why the Fed is 
cutting rates. And so, more to come, but we do think that at least one rate 
cut that’s being priced in right now is probable.

In terms of how we think about that impacting sustainable 
fixed income, there is no difference to how you should think 
about interest rate volatility in a sustainable portfolio. You 
shouldn’t be thinking about it any differently. Those macro factors are 
going to impact any type of fixed income portfolio. It’s really 
about how you’re managing that interest rate risk within your 
investment strategy, and that’s what we think is most important here.

“We take a data-driven approach by showing the carbon footprint of the portfolio when 
and where we have that data. We highlight engagement outcomes, how we’re engaging 
with issuers on various topics that are important to our investment decision making.”
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TWST: Beyond interest rates, are there any other 
macro issues that are top of mind for you? 

Ms. Hauter: While consumer fundamentals remain supported 
by a relatively strong job market and persistently low unemployment, we 
are mindful of the pressure that higher prices and borrowing costs are 
putting on many households. So, while early signals indicate that 
originators have responded with more conservative underwriting, we 
remain watchful of trends in performance, and cognizant of the impact 
that any weakness in labor markets would have on consumers. 
That’s really top of mind for us right now.

TWST: What are common questions or concerns that 
you and your colleagues hear from clients with regard to your 
sustainable fixed income investing? 

Ms. Hauter: I’d say in the early days of running the 
strategy, and we’ve been managing it for close to 10 years now, 
there was a lot of confusion around the complexity of how to think 
about sustainability within fixed income. We have so many 
different asset classes and structures within the fixed income 
landscape and a large/broad opportunity set.

I think there’s been an evolution of understanding of 
various approaches, but also creating our own framework for how to 
think about some of these more complex asset classes. So, a lot of 
education early on in terms of how we approach it, the data that 
we’re using, and the material factors within various asset classes.

Within labeled bonds, there has been an evolution of 
different types of labels, which has spurred criticism of some structures. 
They are structured and they perform and are issued pari passu to a 
traditional bond, they just have a green or social or sustainability label, 
and the use of proceeds are supposed to be earmarked for specific 
projects. There is no regulatory body that sits over the labeled bond 
market, but there is ICMA, which set out voluntary guidelines to 
help structure and standardize the market to create some 
transparency and standardization.

I think the questions and concerns around that market is, 
everybody has a very different approach and view to sustainability. 
What may be green for one investor may not be for another. There’s 
also some scrutiny around the authenticity of some of the projects 
that are being funded. So, that’s an area of scrutiny.

But much like any investment, whether it’s for a 
sustainable strategy or not, that’s why you have a team of analysts 
that have to do their own due diligence. We have a team of five 
sustainability analysts that sit alongside our fundamental analysts. 
Together they aim to look at every individual investment that goes 
into our portfolios, whether it’s a labeled bond or not, and labeled bonds 
have even more scrutiny because we do a deep dive into those proceeds.

TWST: What do you think is notable about sustainable 
or responsible investing in the last decade or two? And if you could get 
out your crystal ball, what do you think the next decade or two will 
bring? 

Ms. Hauter: It has certainly evolved tremendously over the 
past 10 years, both from a positive perspective but it’s certainly 
seen challenges. The space is heavily debated, and most recently, 
particularly here in the U.S., has faced immense scrutiny.

On a positive note, there’s been a lot of maturity in the 
space and in some aspects of sustainable investment. We’ve seen 
companies and governments become more transparent about the 
materiality and the impacts of things like climate change and the need 
to focus on human capital and many other areas. That provides 
investors more data and information to make better investment 
decisions with.

Unfortunately, I don’t think the scrutiny and polarization 
is behind us, there’s more to come. But my hope is that it will stop 
being so heavily debated, that some of these global sustainability 
challenges do not have investment implications or do not need to be 
addressed by public and private partnerships. I think it’s critical and 
obvious that they do, and they are having impact on our day-to-day lives 
across the global economy.

So, I do think we still have a lot of this scrutiny ahead of us, 
but I think there’s a little bit of a silver lining in this. We’ve seen such 
a wave of folks coming to market with sustainability strategies or 
integrating sustainable investing and all the various different 
approaches, and not a lot of clarity in approach, and I think the scrutiny 
has forced many to reflect on their approaches and authenticity in their 
investment process.

Hopefully, we’re getting back to a world where we can 
have some more standardization around how people are doing this, and 
doing it in an authentic way, and are thinking about it in terms 
of how it’s financially impacting the investments that we’re making.

TWST: Thank you. (MN)

AMY HAUTER, CFA
 Portfolio Manager & Director of Sustainable Fixed Income
 Brown Advisory
(410) 537-5400
www.brownadvisory.com

© 2024 The Wall Street Transcript, 622 3rd Avenue, New York, NY 10017
Tel: (212) 952-7400  •  www.twst.com



Before Investing you should carefully consider the Fund’s investment objectives, risks, charges, and expenses. This and other information is in 
the summary or statutory prospectus a copy of which may be obtained by calling 1-800-540-6807 or find this information at the following link. 
Please read the prospectus carefully before you invest.

Mutual Fund investing involves risk. Principal loss is possible. Investments in foreign securities and ADRs entail certain risks not associated with 
investments in domestic securities, such as volatility of currency exchange rates, and in some cases, political and economic instability and relatively 
illiquid markets.

The Sustainable Bond Fund performance and holdings data is available at https://www.brownadvisory.com/mf/ funds/sustainable-bond-fund . 
Performance data quoted represents past performance and is no guarantee of future results. Performance for periods greater than one year is annualized. 
Current performance may be lower or higher than the performance data quoted. Investment return and principal value will fluctuate so that an 
investor’s shares, when redeemed, may be worth more or less than original cost. Performance for other share classes will vary. Shares redeemed or 
exchanged within 14 days of purchase will be charged a 1.00%fee. Performance data quoted does not reflect the redemption or exchange fee. If 
reflected, total returns would be reduced. For the most recent month-end performance, please call 1-800-540-6807.

Investments in debt securities typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt securities. 
Investments in Asset-Backed and Mortgage- Backed securities include additional risks that investors should be aware of including credit risk, 
prepayment risk, possible illiquidity and default, as well as increased susceptibility to adverse economic developments. In addition, the Fund is 
susceptible to risks from investments in derivatives, U.S. Government securities, municipal securities and its investments in other investment 
companies.

The views expressed are those of the author and/or portfolio manager. These views are not intended to be and should not be relied upon as investment 
advice and are not intended to be a forecast of future events or a guarantee of future results. Past performance is not a guarantee of future performance 
and you may not get back the amount invested. The information provided in this material is not intended to be and should not be considered to be a 
recommendation or suggestion to engage in or refrain from a particular course of action or to make or hold a particular investment or pursue a 
particular investment strategy, including whether or not to buy, sell, or hold any of the securities mentioned. It should not be assumed that investments 
in such securities have been or will be profitable.

Sustainable investment considerations are one of multiple informational inputs into the investment process, alongside data on traditional financial 
factors, and so are not the sole driver of decision-making. Sustainable investment analysis may not be performed for every holding in the strategy. 
Sustainable investment considerations that are material will vary by investment style, sector/industry, market trends and client objectives. The Fund 
seeks to identify companies that it believes may be desirable based on our analysis of sustainable investment related risks and opportunities, but 
investors may differ in their views. As a result, the Fund may invest in companies that do not reflect the beliefs and values of any particular investor. 
The Fund may also invest in companies that would otherwise be excluded from other funds that focus on sustainable investment risks. Security 
selection will be impacted by the combined focus on sustainable investment research assessments and fundamental research assessments including the 
return forecasts. The Fund incorporates data from third parties in its research process but does not make investment decisions based on third-party data 
alone. Security selection will be impacted by the combined focus on sustainable investment research assessments and fundamental research 
assessments including the return forecasts. The Strategy incorporates data from third parties in its research process but does not make investment 
decisions based on third-party data alone.

The Bloomberg U.S. Aggregate Bond Index (Bloomberg Agg Bond Index) is an unmanaged, market-value weighted index comprised of taxable U.S. 
investment grade, fixed rate bond market securities, including government, government agency, corporate, asset-backed, and mortgage-backed 
securities between one and ten years. Bloomberg Indices are trademarks of Bloomberg or its licensors, including Bank PLC. It is not possible to invest 
directly in an index.
Bloomberg® and Bloomberg U.S. Aggregate Bond Index are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index 
Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Brown 
Advisory. Bloomberg is not affiliated with Brown Advisory, and Bloomberg does not approve, endorse, review, or recommend the Brown Advisory 
Sustainable Bond Fund. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to the Brown 
Advisory Sustainable Bond Fund. 

The Brown Advisory Funds are distributed by ALPS Distributors, Inc. which is not affiliated with Brown Advisory LLC.

https://www.brownadvisory.com/mf/funds/sustainable-bond-fund
https://www.brownadvisory.com/sites/default/files/Brown_Advisory_Statutory_Prospectus_22.pdf
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