
Sustainable investing:  
Take the long road
by Mike Fox

At the start of 2022, a reasonable view 
would have been that inflation was indeed 
transitory, created by the supply chain 
bottle necks we saw in the wake of the 
pandemic, which in turn would have been 
expected to work through by the end of 
the year. What was unknowable at the 
time was the structural shift in energy 
and commodity markets that would be 
created by Russia invading Ukraine. This 
created a skewness to markets which is 
unprecedented, leading to energy being 
the only area of material positive returns 
this year within equity markets (figure 1). 
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career assessing environmental, social 
and governance issues and how they 
influence investment decisions. He is a 
specialist in sustainable investing and one 
of the few fund managers in this area with 
such long tenure.
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For anyone with a historical perspective of investment markets, 
2022 will go down as one of the most historic and memorable. 
The scale and speed of change in key asset markets, such 
as equity and debt, has been at times breath taking. This in 
itself reflects a fundamental reassessment of the outlook for 
investment markets that was not captured or considered by 
outlooks a year ago. 
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Sustained impact
Given how wrong outlooks were 
generally for 2022, what can we predict 
with certainty for sustainable investors 
in 2023? In our outlook for 2022 we 
suggested it could be a tougher year 
for sustainable strategies due in the 
main to higher valuations prevalent in 
longer duration growth stocks. This 
proved to be true – although valuations 
reset to a degree much greater than we 
expected due to inflation and interest 
rates both rising faster and further 
than anyone forecast. 

We now feel that that much of this 
valuation reset has occurred and that 
even if inflation and interest expectations 
rise further, it is hard to envision a 
further shift as large as the one that has 
already occurred. It is also worth noting 
that we suggested that the drivers sitting 
behind the drive to a more sustainable 
society had reached critical mass and 
if anything were accelerating. This is 
certainly true, as from what we can see 
sustainability – in terms of investments, 
corporate behaviour and investor 
interest is booming.

Figure 1: Equity sector returns for first 10 months of 2022
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Source RLAM: FTSE All share and MSCI World indices sector returns 
31 December 2021 to 31 October 2022. 

Past performance is not a guide to future performance.
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Eyes on the prize
There are many descriptions or 
constructs used to describe the 
framework for sustainable investing. 
Cleaner, healthier, safer and more 
inclusive would be one we feel most 
affiliated to. Meeting the needs of today 
without compromising the needs of 
the future would be another. Both give 
direction to solving problems rather 
than creating them and having a positive 
role in society. 

At times it can feel like we have more 
problems than we can ever solve as 
a society but, as in the pandemic, it is 
wrong to be short optimism and long 
pessimism. We see many of the most 
investable trends in their early stages. 
Digitisation, turning fatal diseases into 
chronic, and decarbonising society are 
all areas we expect to be talking about 
and investing in both 2023 and well 
beyond. Although coal and armaments 
may be a solution to current problems, 
they are unlikely to create the future path 
for society and investors.

Perhaps though the greatest lesson of 
2022 is how unforecastable the future 
is. A year ago most investors would have 
had a sunny disposition, aided by markets 
at all-time highs and a global economy 
which was growing rapidly. If a year 
can create this much difference in the 
investment environment, the range of 
outcomes for the coming year is surely 
wide. A year from now will we be talking 
about inflation or deflation? Will we be 
talking about recession or recovery? 
Will we be talking about peace or war? 
All of these questions are fundamental to 
markets but largely unknowable. 

To us it is more rational to invest 
by observable certainties than 
unobservable uncertainties. That the 
world will be more sustainable in the 
future than the past is really an assertion 
that solutions will overcome problems. 
And investing in sustainable funds is 
an assertion that companies providing 
solutions to problems will become more 
profitable, and those causing problems 
will become less so. Our outlook for 
2023 therefore is a bifurcated one: 
uncertainty in the macro, certainty in 
the micro. Following the latter is the 
path we would recommend.

“ At times it can  At times it can 
feel like we have feel like we have 
more problems than more problems than 
we can ever solve as we can ever solve as 
a society but, as in a society but, as in 
the pandemic, it is the pandemic, it is 
wrong to be short wrong to be short 
optimism and long optimism and long 
pessimism. pessimism. ”
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Investment risks
Past performance is not a guide to future 
performance. The value of investments 
and the income from them is not 
guaranteed and may go down as well as 
up and investors may not get back the 
amount originally invested. Changes in 
currency exchange rates may affect the 
value of these investments.

Important information 
For professional clients / qualified 
investors only, not suitable for 
retail investors. This is a marketing 
communication.

This is a financial promotion and is not 
investment advice. Telephone calls may 
be recorded. For further information 
please see our Privacy policy at  
www.rlam.com

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

The services being offered hereby 
are being offered on a private basis to 
investors who are institutional investors. 
This document is not subject to and has 
not received approval from either the 
Bermuda Monetary Authority or the 
Registrar of Companies in Bermuda 
and no statement to the contrary, explicit 
or implicit, is authorized to be made in 
this regard. The services being offered 
may be offered or sold in Bermuda only 
in compliance with the provisions of 
the Investment Business Act 2003 of 
Bermuda. Additionally, non-Bermudian 
persons may not carry on or engage in any 
trade or business in Bermuda unless such 
persons are authorized to do so under 
applicable Bermuda legislation. Engaging 
in the activity of offering or marketing 
the services being offered in Bermuda to 
persons in Bermuda may be deemed to be 
carrying on business in Bermuda.

This document is private and confidential 
and only for use by “permitted clients” in 
Canada. This document is for information 
purposes only and is not intended as 
an offer or solicitation to invest. This 
document does not constitute investment 
advice and should not be relied upon as 
such. Royal London Asset Management 
Limited (“RLAM”) is authorized to provide 
investment services in Canada under the 
International Adviser Exemption. 

RLAM’s principal place for business 
is in the United Kingdom, and it is not 
registered as a manager in the provinces 
of Alberta, British Columbia, Ontario, 
and Québec.

Issued in December 2022 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 9A, rue 
Gabriel Lippmann, L-5365 Munsbach, 
Luxembourg, and registered with the 
Luxembourg trade and companies 
register under number B253257. 
Page 23, 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). Portfolio management 
activities and services are undertaken 
by Royal London Asset Management 
Limited, 55 Gracechurch Street, London, 
EC3V 0RL, 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.

Ref: AL RLAM PD 0155
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Contact us  
For more information about our range 
of products and services, please 
contact us. Royal London Asset 
Management (RLAM) has partnered 
with FundRock Distribution S.A, who 
will distribute RLAM’s 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 
RLAM, can no longer passport their 
business into the EEA.

Royal London Asset Management 
55 Gracechurch Street 
London EC3V 0RL

Business Development Support 
bdsupport@rlam.co.uk 
+44 (0)20 3272 5950

For institutional client queries 
institutional@rlam.co.uk 
+44 (0)20 7506 6500

For any queries or questions coming 
from EEA potential investors, 
please contact:

Javier Igartua 
FundRockDistribution S.A. 
9A rue Gabriel Lippman 
Luxembourg-L-5365, Munsbach 
+352 691 340 728 
Javier.Igartua@fundrock.com

www.rlam.com
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