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Atoms: Identifying Structural
Long-Term Trends Driving
Sustainable Investing

Sebastien Beguelin, Senior Fund Manager at Royal London
Asset Management, discusses how the physical world is
undergoing a once-in-a-generation investment boom.

Atoms, bytes and genes represent our
way of thinking about the evolution of
the physical, digital and natural worlds,
which constitute everything around us.
Ample evidence suggests that trends
in these areas will drive growth in

the corporate world for many years

to come. We explore these areas in

a three-part series.

We live in an increasingly uncertain
environment driven by a changing
macroeconomic environment and
financial market structure. From a
macroeconomic standpoint, the 2010s
were a unique period characterised by
avery stable environment of low growth,
low inflation and low interest rates.

The pandemic was the trigger to exit this
environment; what the new environment
is, only time will tell. Meanwhile, financial
markets are increasingly driven by
passive, algorithmic trading which is

creating significant short-term volatility.

—

Yet, while this environment of
increased uncertainty and volatility

is confusing a lot of investors, we
believe the microeconomic trends are
strengthening, and focusing on them
makes it easier for us to understand the
world. Our framework to analyse these
microeconomic trends is via atoms,
bytes and genes.

What are Atoms?

From a fund manager point of view,

we define Atoms as investments into
the physical world. These investments
are very diverse and can include
industrial production capacities in

the form of factories, like Taiwan
Semiconductor Manufacturing (TSMC)
spending $100bn to build advanced
semiconductor fabrication plants in
Arizona', and infrastructure investments
like the Ofwat-approved £104bn
upgrade to the UK’s water system?.

TSMC Intends to Expand Its Investment in the United States to US$165 Billion to Power the Future of Al

1
2 Ofwat approves £104bn upgrade for the water sector - Water Magazine

3 Two years of REPowerEU: Strengthening Europe’s energy resilience - European Commission
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Microsoft plans to invest $80 billion on Al-enabled data centers in fiscal 2025 | CNN Business

They can also take the form of
investments into energy like the €300bn
REPowerEU Plan that will support
investments into renewables with the aim
of doubling the amount of solar energy?®.

We see increased focus on investments,
and politicians wanting to reindustrialise:
the UK government talking about Britain
building again; the US Administration is
using tariffs to facilitate reshoring; and
large technology companies are investing
- an example being Microsoft spending
$80bn into data centres to meet demand
for cloud computing and artificial
intelligence (Al)*. We believe overall
these investments are only starting to
happen given they are propelled by
structural themes.
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https://pr.tsmc.com/english/news/3210
https://www.watermagazine.co.uk/2024/12/19/ofwat-approves-104bn-upgrade-for-the-water-sector/#:~:text=Ofwat%20has%20approved%20a%20%C2%A3104bn%20upgrade%20for%20the,in%20England%20and%20Wales%20for%20the%202025-30%20period.
https://commission.europa.eu/news/two-years-repowereu-strengthening-europes-energy-resilience-2024-05-17_en
https://edition.cnn.com/2025/01/03/tech/microsoft-ai-data-centers/index.html

Why is it happening?

The first long-term driver is energy
transition which requires a fundamental
reshaping of the way we produce and
consume energy. From a production
perspective, more than 80% of global
energy consumption is still coming from
fossil fuels, however the |IEA estimates
renewables accounted for 38% of the
growth in energy supply in 2024. On the
consumption side, some estimates call
for energy-efficiency gains to double to
reach Paris Agreement targets. These
includes not only renewables but also
investments into rail infrastructure,
which provides a low-COj; alternative to
aeroplanes and cars; battery and storage
to stabilise the grid and to support
renewable penetration.

The second long-term theme is that
Western countries are suffering

from a chronic under-investment in
infrastructure. After the global financial
crisis, corporates and governments
shunned capital investments and so a
decade of underinvestment has now
culminated in today’s supply side issues -
these will require significant investments
to correct for this error.
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The US being a prime example -
according to the American Society of
Civil Engineers, the US has a $2.6tr
infrastructure investment gap and that
underinvestment could cost US$10
trillion in GDP and three million jobs
by 20395,

The third was triggered by the
pandemic which showed a long period
of optimisation has resulted in fragile
supply chains that are not able to
withstand exogenous shocks and so
companies need to rebuild redundancy
and resilience. Lastly, geopolitics are
also playing a role with increased
tensions globally as many countries
want to reduce external reliance in
strategic sectors.

How can investors benefit?

The physical world is undergoing a
once in a generation investment boom
and we believe this is well aligned

with sustainability and our objective of
investing into companies making the
world cleaner, healthier, safer and more
inclusive. We like several companies
from our portfolios that fit into this
investment theme.

A few examples include:

Schneider Electric: a leader in
energy management and industrial
automation offers solutions to
digitise, electrify and decarbonise
operations, significantly contributing
to a cleaner society.

Core & Main: a distributor of US
water products will help support
investments into the aging US

water infrastructure where water
networks are estimated to lose 2.1
trillion gallons of water a year (5.9
billion gallons a day, or 17 gallons per
person per day)!

Wabtec: a provider of rail
locomotives, the company is at the
forefront of making locomotives
more fuel efficient and is also
developing battery powered
locomotives.

At a time of considerable uncertainty,
we believe our atoms, bytes and

genes framework helps us identify

the structural long-term trends and
combined with our disciplined approach
support us in navigating increasingly
uncertain and volatile markets.




Contact us

For more information about our range of products and services, please contact us.

Royal London Asset Management has partnered with FundRock Distribution S.A, who will distribute its
products and services in the EEA. This follows the United Kingdom’s withdrawal from the European Union
and ending of the subsequent transition period, as UK Financial Services firms, including Royal London Asset
Management, can no longer passport their business into the EEA.

Royal London Asset For advisers and For institutional
Management wealth managers client queries

80 Fenchurch Street, bdsupport@rlam.co.uk institutional@rlam.co.uk
LondonEC3M 4BY +44 (0)20 3272 5950 +44 (0)20 7506 6500

For any queries or questions coming from EEA potential investors, please contact:
Arnaud Gérard, FundRock Distribution S.A. Airport Center Luxembourg, Level 2, 5 Heienhaff,
L-1736 Senningerberg, Luxembourg +352 691992088 arnuad.gerard@fundrock.com

For further information, please visit www.rlam.com

We are happy to provide this document in Braille, large print and audio.

Important information

For professional investors only. This material is not suitable for a retail audience. Capital at risk. This is a financial
promotion and is not investment advice. Past performance is not a guide to future performance. The value of
investments and any income from them may go down as well as up and is not guaranteed. Investors may not get
back the amount invested.

Company examples although held in our portfolios, are for illustrative purposes only. Company examples are not
representative of all investments in our portfolios and should not be considered as a recommendation to buy or
sell. All company examples are based on non-performance criteria and have been selected as they support the
theme presented in this article. Portfolio characteristics and holdings are subject to change without notice.

The views expressed are those of the author at the date of publication unless otherwise indicated, which are
subject to change, and is not investment advice.

Telephone calls may be recorded. For further information please see the Privacy policy at www.rlam.com.

Issued in April 2025 within Europe (ex-Switzerland) by FundRock Distribution S.A. (“FRD”) the EU distributor
for Royal London Asset Management Limited. FRD is a public limited company, incorporated under the

laws of the Grand Duchy of Luxembourg, registered office at Airport Center Building, 5 Heienhaff, L-1736
Senningerberg, Luxembourg, and registered with the Luxembourg trade and companies register under number
B253257. FRD is authorized as distributor of shares/units of UCIs without making or accepting payments
(within the meaning of Article 24-7 of the 1993 Law), as updated from time to time. FRD is authorised and
regulated by the Commission de Surveillance du Secteur Financier (CSSF).

Royal London Asset Management Limited is exempt from the requirement to hold an Australian financial services
licence under the Corporations Act (as a result of the operation of ASIC Class Order 03/1099 as amended by
the ASIC Corporations (Repeal and Transitional) Instrument 2016,/396 and extended by ASIC Corporations
(Amendment) Instrument 2020/200) in respect of the financial services it provides to wholesale clients in
Australia and is regulated by the Financial Conduct Authority under UK laws which differ from Australian

laws. Issued in April 2025 within Australia by Royal London Asset Management Limited, 80 Fenchurch

Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct Authority, firm reference
number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited.

Portfolio management activities and services are undertaken by Royal London Asset Management Limited,
80 Fenchurch Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct Authority
in the UK, firm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited.
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