
 Not for Retail distribution: This document is a marketing communication intended 
exclusively for Professional, Institutional or Qualified Clients / Investors only, 

as defined by applicable local laws and regulation. 
 Circulation must be restricted accordingly. 

 
January 2024 

Sustainable Equity Perspectives 
AXA IM Equity QI 

  1 

 

Sustainable Equity 
2023 Review  
 
Past performance does not predict future returns 

 

• Global stock markets rose over 2023, with the bulk of returns delivered by ‘the Magnificent 7’. These 
mega-cap US stocks rose 75% over the year, vs 13% for the rest of the S&P 500 Index 

• The Sustainable Equity strategy underperformed the benchmark over the full year, but performance 
improved over the second half of the year as market returns broadened 

• Long term, the strategy’s proprietary blend of low volatility and quality has been rewarded  
 
The Sustainable Equity strategy underperformed the benchmark (MSCI World Index) over the first 7 months of the year, then 
performed broadly in-line with its benchmark over the last 5 months. Below we explain what has driven this change in 
relative performance, breaking the period up between January  - July (relative underperformance) and August - December 
(performance in-line with benchmark) to help explain what we can expect from the strategy in different market 
environments. We believe one of the strengths of the strategy is its historical predictability, since launch 10 years ago it has 
consistantly performed in-line with expectations given the market environment, and navigated periods of market volatility to 
deliver outperformance over the long run, with lower volatility.    

Exhibit 1: Performance of Sustainable Equity Strategy versus MSCI World Index 

Past performance does not predict future returns 

 

Source: AXA IM, LSEG Datastream. Data to 29th December 2023.  
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January – July 2023  

As the benchmark index rose strongly, the strategy underperformed in what was an unusually hostile market environment 
for the strategy. The two key headwinds were (i) sharp underperformance of low volatility stocks, especially in Q1 and (ii) 
poor market breadth with only a low number of mega cap stocks driving the market (the ‘Magnificent 7’). 

• The year started with a very strong risk on rally, one of the strongest on record. This proved detrimental to the 
strategy’s focus on stocks with lower volatility and higher quality earnings as low volatility and quality factors 
underperformed the broad market (see Exhibit 2 below). 

• Equity market leadership became increasing concentrated in just a handful of stocks which proved challenging for 
the strategy’s diversified portfolio construction approach. The underweight exposure to some of the largest stocks 
in the benchmark index such as NVIDIA, Amazon and Meta, were key drivers of underperformance as large stocks 
most likely to benefit from technological advances in artificial intelligence attracted significant attention. 

• The strategy did benefit from its underweight exposure to the energy sector and well rewarded stock selection 
within financials, but this was insufficient to offset the above strong headwinds. 

Exhibit 2: Global Factor Returns 2023  

 

Source: AXA IM. Data to 31 December 2023.  

August – December 2023 

Over this period market volatility increased, with a sharp sell-off in markets followed by one of the best 1-month returns on 
record in November, and a further boost in December on raised expectations of interest rate cuts in the New Year. The 
strategy’s relative performance has improved over this period, outperforming the benchmark over August – October when 
markets were falling, and managing to keep pace with the bull market in the last two months of the year, supported by 
improved market breadth at both a stock and a factor level.  

• The dominance of the so called ‘Magnificent 7’  has diminished.  Furthermore, the breadth of factors driving the 
market has also broadened and the strategy’s focus on high quality stocks has been better rewarded. Even when 
markets rallied in December as rising expectations of Fed interest rate cuts in 2024 fuelled optimism, the strategy 
was able to perform broadly in-line with the benchmark (see Exhibit 1 above). This had been difficult earlier in the 
year when market returns were driven by a handful of stocks. 
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• The strategy’s focus on Low Volatility and Quality factors was better rewarded as their defensive features proved 
beneficial when markets shifted to risk-on mode over August through to October.  In addtion, when the market 
rallied at the end of the year, our proprietary measure of quality helped the portfolio capture returns in a rising 
market. 

 

Outlook 
 
The strategy maintains its exposure to stocks with low-volatility and high-quality earnings, which we believe leads to above-
benchmark returns with less volatility over a full market cycle.  
 
The macroeconomic outlook for 2024 suggests lower real GDP growth which should allow central banks to start cutting 
interests rates. Slower real GDP growth could impact corporate revenues. In such an environment we would expect high quality 
companies to perform well because of their superior earnings and balance sheet resilience. Falling interest rates are also 
typically positive for high quality companies, particularly high quality-growth companies, which benefit from a lower cost of 
borrowing to finance their future growth, making it more likely that they will achieve their long-term objectives.  
 
However, if inflation remains higher than expected, or there is a greater than expected slowdown this could result in 
heightened levels of volatility and market drawdown, which the strategy is positioned well to navigate. 
 
Finally, as expectations of the “Magnificent Seven’s” earnings potential are now more aligned relative to the rest of the market, 
we would expect them to deliver more market-like returns going forward which should benefit a well-diversified portfolio. 
 
 
 
 
 
 
 
 
 
No assurance can be given that the Sustainable Equity Strategy will be successful. Investors can lose some or all of their capital 
invested. The Sustainable Equity strategy is subject to risks including: Counterparty Risk; Operational Risk; Method and Model 
Risk, and attention is drawn to the fact that strategy is based on the utilisation of a proprietary share selection model. The 
effectiveness of the model is not guaranteed and the utilisation of the model may not result in the investment objective being 
met.  
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Not for Retail distribution: This marketing communication is intended exclusively for Professional, Institutional or Wholesale Clients / Investors only, as defined 
by applicable local laws and regulation. Circulation must be restricted accordingly. 
 
This marketing communication does not constitute on the part of AXA Investment Managers a solicitation or investment, legal or tax advice. This material does 
not contain sufficient information to support an investment decision. 
 
Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject to change without notice. There is no 
guarantee forecasts made will come to pass. Data, figures, declarations, analysis, predictions and other information in this document is provided based on our 
state of knowledge at the time of creation of this document. Whilst every care is taken, no representation or warranty (including liability towards third 
parties), express or implied, is made as to the accuracy, reliability or completeness of the information contained herein. Reliance upon information in this 
material is at the sole discretion of the recipient. This material does not contain sufficient information to support an investment decision.  
Before making an investment, investors should read the relevant Prospectus and the Key Investor Information Document / scheme documents, which provide 
full product details including investment charges and risks. The information contained herein is not a substitute for those documents or for professional 
external advice.  
 
The products or strategies discussed in this document may not be registered nor available in your jurisdiction. Please check the countries of registration with 
the asset manager, or on the web site https://www.axa-im.com/en/registration-map, where a strategy registration map is available. In particular, units of the 
strategys may not be offered, sold or delivered to U.S. Persons within the meaning of Regulation S of the U.S. Securities Act of 1933. The tax treatment relating 
to the holding, acquisition or disposal of shares or units in the strategy depends on each investor’s tax status or treatment and may be subject to change. Any 
potential investor is strongly encouraged to seek advice from its own tax advisors.  
 
For investors located in the European Union: 
Please note that the management company reserves the right, at any time, to no longer market the product(s) mentioned in this communication in the 
European Union by filing a notification to its supervision authority, in accordance with European passport rules. 
 
In the event of dissatisfaction with AXA Investment Managers products or services, you have the right to make a complaint, either with the marketer or 
directly with the management company (more information on AXA IM complaints policy is available in English: https://www.axa-im.com/important-
information/comments-and-complaints). If you reside in one of the European Union countries, you also have the right to take legal or extra-judicial action at 
any time. The European online dispute resolution platform allows you to submit a complaint form (available at: 
https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooseLanguage) and provides you with information on available means of redress 
(available at: https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2).  
 
Summary of investor rights in English is available on AXA IM website https://www.axa-im.com/important-information/summary-investor-rights. Translations 
into other languages are available on local AXA IM entities’ websites.  
 
Past performance is not a guide to current or future performance, and any performance or return data displayed does not consider commissions and costs 
incurred when issuing or redeeming units. References to league tables and awards are not an indicator of future performance or places in league tables or 
awards and should not be construed as an endorsement of any AXA IM company or their products or services. Please refer to the websites of the 
sponsors/issuers for information regarding the criteria on which the awards/ratings are based. The value of investments, and the income from them, can fall 
as well as rise and investors may not get back the amount originally invested. Exchange-rate fluctuations may also affect the value of their investment. Due to 
this and the initial charge that is usually made, an investment is not usually suitable as a short-term holding.  
 
Information concerning portfolio holdings and sector allocation is subject to change and, unless otherwise noted herein, is representative of the target 
portfolio for the investment strategy described herein and does not reflect an actual account. The performance information shown herein reflects the 
performance of a composite of accounts that does not necessarily reflect the performance that any account investing in the same or similar securities may 
have had during the period. Actual portfolios may differ because of client-imposed investment restrictions, the timing of client investments and market, 
economic and individual company considerations. The holdings shown herein should not be considered a recommendation or solicitation to buy or sell any 
particular security, do not represent all the securities purchased, sold or recommended for any particular advisory client, and in the aggregate may represent 
only a small percentage of an account’s portfolio holdings.  
 
Representative Accounts have been selected based on objective, non-performance-based criteria, including, but not limited to the size and the overall 
duration of the management of the account, the type of investment strategies and the asset selection procedures in place. Therefore, the results portrayed 
relate only to such accounts and are not indicative of the future performance of such accounts or other accounts, products and/or services described herein. 
In addition, these results may be like the applicable GIPS composite results, but they are not identical and are not being presented as such. Account 
performance will vary based upon the inception date of the account, restrictions on the account, along with other factors, and may not equal the performance 
of the representative accounts presented herein. The performance results for representative accounts are gross of all fees and do reflect the reinvestment of 
dividends or other earnings. 
 
Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or 
representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of 
originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, 
in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, 

https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2
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indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution 
or dissemination of the MSCI data is permitted without MSCI’s express written consent. 
 
Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK. Registered in 
England and Wales No: 01431068. Registered Office: 22 Bishopsgate London EC2N 4BQ. In other jurisdictions, this document is issued by AXA Investment 
Managers SA’s affiliates in those countries.  
 
For more information on sustainability-related aspects please visit https://www.axa-im.com/what-is-sfdr 
 
The product categorization is provided based on the basis of the European Directive (EU) 2019/2088 on sustainability-related disclosures in the financial 
services sector (“SFDR Regulation”). The attention of each recipient is drawn to the fact that, as of today the SFDR related regulatory technical standards 
(“RTS”) have not been finalized and remain subject to the approval and formal adoption by the European Commission and the European Parliament and 
Council. Furthermore, there may be further guidance in relation to the interpretation of the SFDR Regulation. We are monitoring regulatory developments 
closely, and the product categorization shall be re-assessed and may evolve when the RTS and/or further guidance is published. 
 
Ref-31483 
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