
The first half of this decade has not proven to be an easy 

environment for fixed income investors. 

It has marked a major inflection point for the global 

macroeconomic landscape, which has transitioned from the post-

Global Financial Crisis (GFC) landscape into a new paradigm of 

higher inflation and interest rates, fiscal consolidation rather than 

expansion, deglobalization amid geopolitical tensions and 

increased market volatility. At the same time, the rising 

implications and costs of climate change, a heightened focus on 

energy security and the transition away from carbon-based power 

sources and increasing social tensions have added to the array of 

investor challenges. 

Given this has been such a challenging juncture for our asset 

class, we are often asked why we chose to launch our Brown 

Advisory Global Sustainable Total Return Bond Strategy in 2022.

The strategy’s third anniversary marks the perfect time to 

reflect on this decision and assess our performance so far. Whilst 

we acknowledge that the last three years may have accelerated our 

ageing process, we firmly believe there has been no better time to 

demonstrate proof of concept that our investment philosophy and 

process are equipped to deliver during turbulent periods. And it is 

important to acknowledge that as well as challenges, change also 

creates new or differing opportunities. 

Our experience in managing fixed income assets has taught us 

that you mustn’t resist change. As Charles Darwin states, survivors 

‘adapt and adjust to the changing environment’. For us, this means 

not just positioning our portfolios for today but being strategic 

and flexible in building portfolios that are fit for an ever-altering 

future.

The heart of our investment approach has always been to offer 

clients two core deliverables:  attractive risk-adjusted returns over 

the course of an economic cycle, as well as the preservation of 

capital, especially during challenging market environments. To us, 

these goals are the foundation of our investment philosophy, 

which has been formulated over nearly 15 years of working 

together and informs our strategic and flexible approach to 

navigating markets. 

First and foremost, we believe it is essential to recognise that 

the world is constantly changing. Rather than being dogmatic and 

expecting markets to always suit one style of investing, we take our 

lead from Darwin and focus on evolution. This starts with not 

only assessing where the macroeconomic environment is today, 

but how it may shift over the next two, three and four years, and 

selecting the most suitable assets to maximize those opportunities. 

This focus on the future gives us the ability to better gauge 

valuations throughout a changing cycle and provides us with more 

favourable odds for asset allocation decision-making. With this 

pliable mindset, we are not only able to participate in market 

upside but believe we can also manage downside risk, thereby 

creating an asymmetric payoff which results in a smoother return 

profile.

In our view, having an eye on the future also involves 

incorporating sustainability considerations into our investment 

process. As the world progresses, albeit slowly, in the fight against 

climate change, the need to better protect and conserve nature, 

improve labour and social practices, and ensure appropriate 

governance standards, we see sustainability and economic factors 

becoming ever more closely intertwined. 

Therefore, it seems natural to us that our research approach 

not only reviews the world through a fundamental, economic lens, 

but also applies a sustainability lens as well. This ‘bi-focal’ view 

deepens our ability to understand the opportunity and risk within 

our investment universe, which we believe will be accretive in the 

context of our longer-term performance. 

For example, we believe that identifying those countries and 

companies that are doing the best job of integrating sustainability 

concepts into their economic and business models, thereby 

improving their opportunities and mitigating the associated risks, 

will be future outperformers.  



Our focus on sustainability can also enhance downside risk 

management, by helping us avoid upcoming risks. Since the 

strategy’s inception, there have been several instances where risks 

were flagged by our sustainability risk assessments in certain 

sovereigns or companies, prompting us to stay clear from these 

investments that later faced times of crisis: Russian sovereign debt 

in 2022, or Credit Suisse bonds in the spring of 2023, to name two 

examples.

But identifying the risks and opportunities surrounding 

sustainability is not solely about enhancing performance; we take 

pride in knowing that – unlike many of our peers – the 

investments we make are also aligned with positive environmental 

and social outcomes. For example, we’ve invested in India Green 

Power, a 100% renewable energy provider which is playing a key 

role in reducing India’s CO2 emissions, 40% of which comes from 

the power sector. Not only has that bond provided a 19.25% total 

return for our investors since we initiated the position in the 

strategy, but it has also provided funding to a company that we 

believe is making a significant contribution to the green energy 

transition in India in order to help meet the country’s ambition to 

achieve Net-Zero by 2070.1

The formation of our macroeconomic views also helps our 

strategy stand out. We strongly believe that top-down factors such 

as duration, curve and asset allocation are the dominant drivers of 

risk and returns for this asset class. However, we reinforce this 

top-down analysis with additional inputs from our bottom-up 

research across sovereigns, corporates and securitized issuers. Our 

analysts regularly share the forward-thinking intel gained from 

company and country research, which gives our forecasting 

process an edge in determining future macro and market trends 

and ultimately informs our portfolio construction decisions. 

As an example, the publicly available data on labour markets 

and sentiment can be complemented by the direct information we 

receive from companies about capital expenditure and hiring 

decisions to provide a better real-time indicator of where the 

economic cycle is going. 

Our dual approach certainly proved to be efficient in 2022, 

when central banks were cautioning that higher inflation would 

only be transitory, whereas companies were anecdotally discussing 

the hoarding of labour and their inability to hire. These conflicting 

signals informed our decision to position the portfolio for a more 

resilient high-inflation environment combined with a demand 

slowdown. 

The intersection between top-down and bottom-up can 

inform our sustainability perspective too. Macro data and studies 

have shown that climate risk is going to have an increasingly 

financially material impact on certain businesses, but the bottom-

up, credit-focused engagement with the companies and 

governments in which we invest helps us better understand not 

only the specific risks they are facing, but also what are they doing 

to tackle these risks. 

Even though our approach is firmly aligned with the future, we 

often look to the past for a reference on macro trends or market 

patterns. Right now, we believe the post-Covid economic and 

market structure is transitioning back to themes that are 

reminiscent of the pre-GFC world. An economic regime that was 

characterised by increased volatility along with higher interest 

rates, inflationary pressures and reduced government intervention; 

and a market landscape where credit default cycles had higher 

peaks and average default rates than in the post-GFC era.

The ability to recognise and learn from past economic and 

market phases is particularly crucial for portfolio construction, as 

they can help inform appropriate risk levels and compositions.

One of our key commitments to our clients is to ensure that 

our economic views and portfolio positioning will be aligned, 

aiming to minimize surprises for our clients when comparing 

expectations versus outcomes. This seems simple, but it is 

surprising how often portfolios can become out of sync. 

We have observed that since the GFC, fixed income as an 

asset class has become less and less liquid. While it is still possible 

to reposition risk, doing this at speed and scale is not always 

straightforward. Therefore, we believe our combined focus on 

strategizing for the future alongside leveraging the past for 

guidance helps ensure our portfolio remains positioned for where 

economies and markets are heading tomorrow rather than where 

they were yesterday. 

Our multi-faceted macro lens helps us to maximize the strategy’s 

‘go-anywhere’ potential. Throughout an economic cycle, there are 

always differing opportunities – be they idiosyncratic, geographic 

or across asset classes. Our remit gives us the latitude to cast our 

net wide and take advantage of the available opportunities. We’ve 

used a significant amount of our interest rate flexibility over the 

past three years, found alpha opportunities in the currency 

markets, whether by being structurally long the US dollar in 2022 

or via relative value trades within the dollar bloc or emerging 

markets or, more recently, shifted our geographic exposure in 

sovereigns significantly away from the United States towards 

countries where we believe trade, tariff, and growth uncertainties 

and downside risks will provide significant total and excess 

returns.

Our macro insights also signal when it’s time to put risk on or 

take it off the table. The combination of monitoring different 

phases of the cycle and having the flexibility to react – ideally 

ahead of periods of market stress – have helped us achieve a 

relatively smooth delivery of capital returns. Notably, the strategy’s 

low duration and credit exposure in 2022 provided downside 

protection during a period of high market volatility with a 

maximum drawdown that was 6.45% less than the Bloomberg 

Global Aggregate Bond Index and 6.74% less than the average of 

our peer group.2

The flexibility of our strategy is epitomised by our benchmark 

agnostic stance. Our long experience of working as a team has 

made us wary of the embedded risks that come with managing to a 

benchmark. These risks could come in the form of too much 

interest rate duration, or exposure to risk assets at the wrong time 

in the cycle. We have found that trusting our macroeconomic 

insights alongside our bottom-up research enables us to construct 

robust fixed income portfolios that have the ability to perform in 

almost any market environment. 

https://www.brownadvisory.com/intl/insights/new-fixed-income-market-regime-old-normal


When you reach any milestone, it’s natural to look back on what 

you have achieved and how you have achieved it. 

From a performance perspective, the Brown Advisory Global 

Sustainable Total Return Bond Strategy has outperformed many of 

its peers during its three-year lifespan and exhibited strong 

downside capture and maximum drawdown management over 

that time. Since inception, its total net return of 2.0% is 3.9% 

above the performance of the main Bloomberg Global Aggregate 

Bond Index –  performance achieved during a time when 

challenging market conditions have often warranted a more 

cautious stance, and we have prioritised downside protection 

ahead of chasing the upside.3 We’re proud of our information 

ratio, a key measure of performance, that shows our ability to 

deliver on our stated objective of risk-adjusted returns for our 

investors.

Yet, this is not just a three-year journey. Our story harks back 

to 2011 when we first began working together. The longevity of 

this relationship means that the integrity of our investment 

process has been tested through different market phases – and 

verified by our top-decile prior track record. We have found that 

what initially united us, and reunited us at Brown Advisory, is our 

shared belief in the investment outcomes we want to achieve and 

having the complementary skillset that enables us to do just that. 

And past success doesn’t mean we will now rest on our 

laurels. We constantly strive to be better and ensure our process 

can adjust to changing market conditions. Building on Darwin’s 

theory of evolution, our process of continuous adaptation means 

we believe our strategy will be well-positioned to capture future 

opportunities, avoid downside risk and deliver sustainability 

outcomes for the next three years and further on. 

We thank our investors for their early support and look 

forward to seeing you soon.





GLOBAL SUSTAINABLE TOTAL RETURN BOND (GBP) COMPOSITE

1. *For the purpose of complying with the GIPS standards, the firm is defined as Brown Advisory Institutional, the Institutional and Balanced Institutional asset management

divisions of Brown Advisory. As of July 1, 2016, the firm was redefined to exclude the Brown Advisory Private Client division, due to an evolution of the three distinct

business lines.

2. The Global Sustainable Total Return Bond (GBP) Composite (the Composite) includes all discretionary portfolios invested in the Global Sustainable Total Return Bond

(GBP) strategy. The objective of the Global Sustainable Total Return Bond (GBP) strategy is to target a positive total return (comprising current income and capital gains)

above the Bank of England’s SONIA Compounded Index over a full economic cycle, by investing in a broad range of global fixed-income securities and associated FDIs and

currencies.

3. 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 Global Sustainable Total Return Bond Strategy (“Strategy”) seeks to identify

issuers 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 Strategy may invest in issuers that do not reflect the beliefs and values of any particular investor. The Strategy may also invest in issuers that would otherwise be

excluded from other strategies 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 Strategy incorporates data from third parties in its research process but does not

make investment decisions based on third-party data alone.

4. The Composite creation date is February 28, 2022. The Composite inception date is February 1, 2022.

5. The Composite benchmarks are the Bank of England’s SONIA Compounded Index and the Bloomberg Global Aggregate 1-10 Year Total Return Index (GBP Hedged). The

Bank of England’s SONIA Compounded Index is a measure of the rate at which interest is paid on sterling short-term wholesale funds in circumstances where credit, liquidity

and other risks are minimal. SONIA is measured as the trimmed mean of interest rates paid on eligible sterling denominated deposit transactions. The Bloomberg Global

Aggregate 1-10 Year Total Return Index (GBP Hedged) represents a close estimation of the performance that can be achieved by hedging the currency exposure of its

parent index, the Bloomberg Global Aggregate Index, to GBP and limiting to bonds with maturities between 1 and 10 years. The Index is 100% hedged to the GBP by selling

the forwards of all the currencies in the parent index at the one-month Forward rate. The parent index is composed of government, government-related and corporate bonds,

as well as asset-backed, mortgage-backed and commercial mortgage-backed securities from both developed and emerging markets issuers. SONIA and/or SONIA

Compounded Index data licensed under the Open Government License v3.0 and copyright the Governor and Company of the Bank of England. The trade marks “Bank of

England” and “SONIA” are registered trade marks of the Bank of England. “Bloomberg®” and Bloomberg Global 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 Global

Sustainable Total Return Bond strategy. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to the Global

Sustainable Total Return Bond (GBP) Composite. An investor cannot invest directly into an index. Benchmark returns are not covered by the report of the independent

verifiers.

6. Composite dispersion is an equal-weighted standard deviation of portfolio gross returns calculated for the accounts in the Composite for the entire calendar year period. The

composite dispersion is not applicable (N/A) for periods where there were five or fewer accounts in the Composite for the entire period.

7. Gross-of-fees performance returns are presented before management fees but after all trading commissions, and gross of foreign withholding taxes (if applicable). Net-of-

fees performance returns are calculated by adjusting the gross-of-fees performance return by the highest fee for the institutional strategy as outlined in Part 2A of the firm’s

Form ADV, applied on a monthly basis. Other expenses can reduce returns to investors. The standard management fee schedule is as follows, converted to GBP at the

prevailing exchange rate: 0.50% on the first $50 million; 0.30% on the next $50 million; 0.25% on the next $50 million; and 0.20% on the balance over $150 million, with a

minimum account market value of $100 million. Further information regarding investment advisory fees is described in Part II A of the firm’s Form ADV. Actual fees paid by

accounts in the Composite may differ from the current fee schedule.

8. Effective July 1, 2023, the firm transitioned from using actual account fees in the calculation of net performance returns to applying the highest fee for the institutional

strategy as outlined in Part 2A of the firm’s Form ADV. The net performance track record was revised back to Composite inception.

9. The three-year annualized ex-post standard deviation measures the variability of the Composite (using gross returns) and the benchmark for the 36-month period ended on

December 31. The 3 year annualized standard deviation is not presented as of December 31, 2022 and December 31, 2023 because 36 month returns for the Composite

were not available (N/A).

10. The use of derivatives is integral to the investment process of the strategy. The strategy may use, for investment or hedging purposes, exchange traded and OTC

derivatives, including futures and options, forward foreign currency contracts, FX futures and FX spots and OTC swaps, and credit default swaps on indices, the underlying

reference assets for which will be bonds in which the fund may invest directly, and interest rates and currencies.

11. The strategy may employ leverage, but it is not integral to the investment process. The strategy may borrow up to 10% of its Net Asset Value on a temporary basis. It is not

intended to borrow for leverage purposes. The strategy may also be leveraged through the use of derivatives, and under normal circumstances is not expected to exceed

500% of its Net Asset Value.

12. Valuations and performance returns are computed and stated in British Pounds. All returns reflect the reinvestment of income and other earnings.

13. A complete list of composite descriptions and broad distribution and limited distribution pooled funds is available upon request.

14. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request.

15. Past performance is not indicative of future results.

16. This is not an offer to sell securities. That may only be accomplished by the issuance of a private offering memorandum/subscription documents.

17. This piece is provided for informational purposes only and should not be construed as a research report, 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, including any mutual fund managed by Brown Advisory.
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2023 4.2 3.6 N/A 4.6 N/A 5.8 N/A Five or fewer N/A 284 81,325

2022** -4.6 -5.1 N/A 1.4 N/A -7.3 N/A Five or fewer N/A 2 58,575

Brown Advisory Institutional claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the

GIPS standards. Brown Advisory Institutional has been independently verified for the periods from January 1, 1993 through December 31, 2023. The Verification reports are

available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the

GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation,

presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not

provide assurance on the accuracy of any specific performance report. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this

organization, nor does it warrant the accuracy or quality of the content contained herein.

**Return is for period February 1, 2022 through December 31, 2022.
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