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The fast view
	ɽ Efforts to cut carbon emissions are driving vast flows 

of capital, creating a major structural growth 
opportunity for select companies.

	ɽ The Ninety One Global Environment Strategy invests 
in leading climate-solutions companies, focusing on 
three pathways to a low-carbon future: renewable 
energy, electrification and resource efficiency.

	ɽ We believe an investment strategy focused on 
‘decarbonisation’ has the potential to generate 
above-market returns and contribute to positive 
real-world impact.

	ɽ The Global Environment Strategy has little overlap 
with global equity benchmarks and has historically 
offered a differentiated return signature. The analysis 
shared here evidences it can complement a core 
global equity allocation.



2

The role of Global Environment within a global equity allocation

What do you get the investor 
who has everything?

For those with diversified global equity portfolios, it can be tricky to 
find investment strategies that offer something different in terms of 
portfolio composition and return profile.

Equity strategies focused on decarbonisation – specifically, on the 
shares of companies whose products and services are in demand 
as the world tries to reduce carbon emissions – may be a potential 
answer. We believe a decarbonisation allocation can complement 
a core global equity portfolio, bringing diversification benefits and 
offering the potential for uncorrelated returns.

Figure 1: Current investment levels are not enough to limit 
global warming to 1.5⁰C

Source: Climate Policy Initiative – Global Landscape of Climate Finance, A decade of data. October 30, 2021.
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1.	 WHO.int, ‘Climate Change and health’, October 30, 2021.

The structural growth 
opportunity of a lifetime

Concern about climate change – the single biggest health threat facing 
humanity, according to the World Health Organisation1  – is driving vast 
flows of capital. To limit temperature rises to the international target 
of 1.5°C above pre-industrial levels, a significant increase in climate-
related finance is needed, as can be seen in Figure 1.

http://www.climatepolicyinitiative.org/wp-content/uploads/2022/10/Global-Landscape-of-Climate-Finance-A-Decade-of-Data.pdf
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Regardless of investors’ views on climate change, ‘decarbonisation’ 
matters because transitioning to a low-carbon economy is driving 
radical change in the global economy. As the International Energy 
Agency’s (IEA’s) 2021 report ‘Net Zero by 2050’ highlights, achieving 
carbon neutrality by 2050 requires the following milestones to be 
achieved by 2030, a mere seven years from now:

This is only part of the getting-to-net-zero story, as the IEA’s energy-
sector focused report accounts for only about two-thirds of global 
emissions. Reducing the remaining one-third will require radical 
changes to agriculture, food production, industrial processes, 
buildings and more. These shifts across sectors are resulting in 
enormous flows of capital, fuelling innovation and creating a long-
lasting tailwind for companies enabling the transition.

Investing in climate solutions offers the potential to align a 
portfolio with a powerful structural growth trend. We believe that 
companies whose products and services help the global economy 
to decarbonise have the potential to grow revenues and profits 
faster than the market average. We also believe the earnings and 
growth potential of these companies are often underappreciated 
by the market.

If appropriately executed, an investment strategy based on this 
opportunity has the potential to generate above-market returns 
over the long term while contributing to a positive real-world impact. 
This isn’t prioritising impact at the expense of returns; we believe 
these returns are achievable because of the impact climate-solutions 
companies are making.

	ɽ A 4x increase in wind and solar capacity

	ɽ An 18x increase in electric vehicle (EV) sales

	ɽ A 41x increase in annual EV battery production

	ɽ US$4 trillion of annual investment in the energy sector alone



4

For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary 
to applicable law or regulations.

The role of Global Environment within a global equity allocation

The decarbonisation  
opportunity is broad
The climate-solutions investment opportunity set extends far 
beyond the wind and solar farms that often come to mind. It spans 
companies that are helping to decarbonise the buildings we work in, 
the homes we live in, the food we eat, the products we consume and 
the transport we use. The universe encompasses not just the direct 
beneficiaries of the energy transition, but the entire supply chains 
around them. It is also global. Emerging markets offer significant 
potential for investors in decarbonisation. Certain companies in 
China, as an example, are global leaders in technologies that are 
crucial to efforts to tackle climate change.

The opportunity set for the Ninety One Global Environment Strategy 
– a high-conviction global equity portfolio – encompasses three 
pathways to a low-carbon future, as shown in Figure 2. 

Figure 2: Three pathways to a low-carbon future
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2.	 Since the Global Environment Strategy’s inception in September 2018 to end-March 2023.

Finally, contrary to a common misconception, decarbonisation isn’t 
a small- and mid-cap opportunity. Although such companies are well 
represented in the decarbonisation investment universe, we find that 
the type of companies Global Environment seeks – those with strong 
growth, persistent profitability and competitive advantages – leads 
to a large-cap orientation.

Approximately 85% of the portfolio was large cap, defined as having 
a market capitalisation of >US$10 billion, at March 31, 2023.

Historically, Global Environment has held between 22 and 27 
companies in the portfolio, with the top 10 holdings representing 
50-55% of the Strategy/portfolio2. The active share relative to the 
MSCI All CountryWorld Index (ACWI) has been close to or above 
99%, indicating significant variation both in terms of the holdings 
and sizing relative to global equity indices.

The investment approach is intentionally high conviction and highly 
concentrated, for three main reasons:

	ɽ It enables us to focus on the best companies in this space.

	ɽ It means that individual company outcomes matter more for both 
our investment returns and real-world impact.

	ɽ It helps us to have more meaningful company engagemts.
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3. 	 Chinese companies Zhejiang Sanhua Intelligent Controls and Wuxi Lead Intelligent Equipment (Global Environment portfolio holdings as at 
31 March 2023) are not constituents in the MSCI All Country World Index. 

4. 	 NextEra Energy, as at March 31, 2023.
5.	 Source: Ninety One. Statement based on analysis of correlation between Global Environment weekly returns and MSCI indices for quality, value, 

growth and momentum, from Global Environment Strategy inception in September 2018 to March 31, 2023. We would be happy to share the 
analysis on request. 

	ɽ Two Global Environment holdings were not in the index3 
(we construct a proprietary ‘decarbonisation’ universe for 
the Strategy which screens for companies with carbon avoided 
and environmental revenues in the MSCI ACWI and beyond), 
and only one company was within the index’s 100 largest 
constituents by weight.

	ɽ Global Environment has structural sector biases (i.e., it favours 
industrials, utilities, materials and ‘green tech’, and does not 
invest in US mega-cap tech, energy, financials, real estate 
or healthcare); and country biases (i.e., lower relative exposure 
to the US and higher relative exposure to China), which 
accentuates the differences to the MSCI ACWI4.

The diversifying role 
Global Environment can 
play in a portfolio

As noted, there is a significant difference between the positions held 
in the Ninety One Global Environment Strategy and the MSCI ACWI. 
As at March 31 2023: 

The result has historically been a very distinctive return signature 
that we believe may complement other global equity approaches. 
Global Environment has typically generated alpha at different times 
to the most common equity styles – quality, value, growth and 
momentum – which can help to smooth an overall portfolio’s alpha 
through time5.

Figure 3 (overleaf) plots Global Environment’s monthly returns 
against the monthly returns of MSCI’s Quality, Value, Growth and 
Momentum indices since inception in September 2018. The absence 
of a pattern in the dots indicates Global Environment’s differentiated 
return profile versus each of the indices. This is reinforced by the low 
correlations in each instance (whether positive or negative).
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Figure 3: Global Environment’s monthly returns 

Past performance does not predict future returns, losses may be made.  
Figure 3 Source: Ninety One, Bloomberg, March 31 2023. Uses weekly data from September 1, 2018 onwards, MSCI ACWI Quality, 
MSCI ACWI Value, MSCI ACWI Growth and MSCI ACWI Momentum used for the respective charts. “Alpha” is defined as excess returns 
relative to MSCI ACWI. Assumes a management fee of 0.85% p.a. Figure 4 source: Ninety One, as at 31 March 23. Gross performance 
(returns will be reduced by management fees and other expenses incurred). Net performance (net of highest institutional segregated 
portfolio management fee), income is reinvested in USD. * Performance comparison index: MSCI AC World (Net Return).

Growth: overall correlation of 0.13

Quality: overall correlation of 0.02

Momentum: overall correlation of 0.07

Value: overall correlation of -0.11
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To illustrate how Global Environment may complement a global 
equity allocation, we modelled the historical effect of incrementally 
adding an allocation to the Global Environment Strategy to the 
MSCI ACWI Index (Figure 4). The Global Environment allocation 
was funded from the Quality component of the MSCI ACWI, as 
this part of the market is where many investors have focused their 
recent global equity allocations. Perhaps unexpectedly, given Global 
Environment’s high tracking error, allocating to the Strategy reduces 
the overall portfolio’s tracking error for allocations up to about 
90%. This is because of the low alpha correlation between Global 
Environment’s monthly returns and those of the global equity index.

Figure 5: Impact on tracking error and information ratio relative to 
MSCI ACWI of adding to Global Environment (funded from MSCI 
ACWI Quality)

Target returns are hypothetical returns and do not represent actual performance. 
For further information on  performance targets, please see the Important information section. 
Source: Ninety One, December 31, 2022. 
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General risks. The value of investments, and any income generated from them, can fall as well as rise. 
Where charges are taken from capital, this may constrain future growth. Ongoing costs and charges will impact 
returns. Past performance does not predict future returns, losses may be made. If any currency differs from the 
investor's home currency, returns may increase or decrease as a result of currency fluctuations. Investment 
objectives and performance targets are subject to change and may not necessarily be achieved, losses may 
be made. Target returns are hypothetical returns and do not represent actual performance. Actual returns may 
differ significantly. Environmental, social or governance related risk events or factors, if they occur, could cause 
a negative impact on the value of investments.

Specific risks. Currency exchange: Changes in the relative values of different currencies may adversely affect 
the value of investments and any related income. Derivatives: The use of derivatives is not intended to increase 
the overall level of risk. However, the use of derivatives may still lead to large changes in value and includes 
the potential for large financial loss. A counterparty to a derivative transaction may fail to meet its obligations 
which may also lead to a financial loss. Equity investment: The value of equities (e.g. shares) and equity-related 
investments may vary according to company profits and future prospects as well as more general market factors. 
In the event of a company default (e.g. insolvency), the owners of their equity rank last in terms of any financial 
payment from that company. Concentrated portfolio: The portfolio invests in a relatively small number of individual 
holdings. This may mean wider fluctuations in value than more broadly invested portfolios. Commodity-related 
investment: Commodity prices can be extremely volatile and losses may be made. Emerging market (inc. China): 
These markets carry a higher risk of financial loss than more developed markets as they may have less developed 
legal, political, economic or other systems. Sustainable Strategies: Sustainable, impact or other sustainability-
focused portfolios consider specific factors related to their strategies in assessing and selecting investments. 
As a result, they will exclude certain industries and companies that do not meet their criteria. This may result in their 
portfolios being substantially different from broader benchmarks or investment universes, which could in turn result 
in relative investment performance deviating significantly from the performance of the broader market.

Summary

	ɽ We believe Global Environment can play a valuable role in a 
global equity allocation.

	ɽ The Strategy invests exclusively in climate-solutions companies, 
which we expect to benefit from a long-term structural growth 
tailwind as global efforts to cut emissions continue.

	ɽ With a high-conviction, highly concentrated portfolio, Global 
Environment has little overlap with broad equity benchmarks.

	ɽ The Strategy has exhibited a differentiated return profile since 
inception in September 2018, relative to the common global 
equity styles.

	ɽ Our modelling suggests Global Environment may complement 
a global equity allocation.



Important information

This communication is for institutional investors and financial advisors only. It is not to be distributed to the public or within a country where 
such distribution would be contrary to applicable law or regulations.  

The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research or 
investment advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject 
to change without notice. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety One 
as a whole, different views may be expressed based on different investment objectives. Although we believe any information obtained 
from external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness (ESG-
related data is still at an early stage with considerable variation in estimates and disclosure across companies. Double counting is inherent 
in all aggregate carbon data). Ninety One’s internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective 
investors should consult their tax advisors before making tax-related investment decisions. 

Nothing herein should be construed as an offer to enter into any contract, investment advice, a recommendation of any kind, a solicitation of 
clients, or an offer to invest in any particular fund, product, investment vehicle or derivative. Investment involves risks. Past performance is not 
indicative of future performance. Any decision to invest in strategies described herein should be made after reviewing the offering document 
and conducting such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in order to 
make an independent determination of suitability and consequences of such an investment. This material does not purport to be a complete 
summary of all the risks associated with this Strategy. A description of risks associated with this Strategy can be found in the offering or other 
disclosure documents. Copies of such documents are available free of charge upon request.  

In Australia, this document is provided for general information only to wholesale clients (as defined in the Corporations Act 2001).  

This material is being sent to you in your capacity as professional investors, institutional investors, other qualified investors as 
defined by relevant local laws and regulations and strictly for your internal use only; and should not be reproduced or distributed 
to any other persons without prior written consent from Ninety One. If you are not an intended recipient you must ignore this material 
and take no action based on the information in it. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited 
and has not been reviewed by the Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by Ninety 
One Singapore Pte Limited (company registration number: 201220398M) and has not been reviewed by the Monetary Authority of Singapore. 
In the People’s Republic of China (the “PRC”), it can be directed only at certain eligible PRC investors as prescribed by applicable PRC laws. 
In Taiwan, it is for professional institutional investors only. In Indonesia, Thailand, the Philippines and Brunei, it is for institutional investors 
and other qualified investors only. This material has been issued to you upon your request, without any marketing or solicitation activities 
conducted by Ninety One. All information contained in this material is factual information and does not reflect any opinion or judgment of 
Ninety One. The information contained in this material should not be construed as an offer, marketing, solicitation or investment advice with 
respect to any investment products or services. 

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety 
One’s prior written consent. © 2023 Ninety One. All rights reserved. Issued by Ninety One, August 2023. Additional information on our 
investment strategies can be provided on request.

Model return results 

This communication includes results which are not historical or actual in nature but are hypothetical illustrations involving modelling 
components and assumptions that are required for purposes of such hypothetical illustrations. No representations are made as to the 
accuracy of such hypothetical illustrations or that all assumptions relating to such hypothetical illustrations have been considered or stated 
or that such hypothetical illustrations will be realized. Actual events are difficult to predict and are beyond the Firm’s control. Actual events 
may be different, perhaps materially, from those assumed. No investor or client of the Firm has actually experienced the hypothetical results 
presented. Additional and supporting information is available upon request.

Indices 

Indices are shown for illustrative purposes only, are unmanaged and do not take into account market conditions or the costs associated 
with investing. Further, the manager’s strategy may deploy investment techniques and instruments not used to generate Index performance. 
For this reason, the performance of the manager and the Indices are not directly comparable.  

If applicable MSCI data is sourced from MSCI Inc. MSCI makes no express or implied warranties or representations and shall have no liability 
whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other 
indices or any securities or financial products. This report is not approved, endorsed, reviewed or produced by MSCI. None of the MSCI data 
is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may 
not be relied on as such.  

If applicable FTSE data is sourced from FTSE International Limited (‘FTSE’) © FTSE 2023. Please note a disclaimer applies to FTSE data and 
can be found at www.ftse.com/products/downloads/FTSE_Wholly_Owned_Non-Partner.pdf

Investment Process

Any description or information regarding investment process or strategies is provided for illustrative purposes only, may not be fully 
indicative of any present or future investments and may be changed at the discretion of the manager without notice. References to specific 
investments, strategies or investment vehicles are for illustrative purposes only and should not be relied upon as a recommendation to 
purchase or sell such investments or to engage in any particular Fund. Portfolio data is expected to change and there is no assurance that 
the actual portfolio will remain as described herein. There is no assurance that the investments presented will be available in the future at the 
levels presented, with the same characteristics or be available at all. Past performance is no guarantee of future results and has no bearing 
upon the ability of Manager to construct the illustrative portfolio and implement its investment strategy or investment objective.
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