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Clean Economy strategy      
Extreme temperatures highlight the 
ongoing need to invest in electricity 
grids and renewable generation  
• Lower inflation and resilient economic activity led to strong global equity markets 

• ‘Natural Resource Preservation’ theme was a positive contributor to returns    

• We exited a Chinese solar position to start a new one in a US-focused name  

 
Ashley Keet, Tom Atkinson   

Portfolio Managers, Clean Economy Strategy  

 

What’s happening? 

Global equity markets remained strong in July in US dollar terms as lower inflation and resilient economic activity raised hopes 

of a soft landing in the US and Europe. US equities led the way with Japan going sideways after an impressive first half of the 

year. On a sector basis, more cyclical areas of the market were strong, including energy and financials; more defensive areas 

including healthcare and service-based companies were weaker. 

The macroeconomic environment continues to be mixed with softening inflation balanced against resilient economic activity 

and tight labour markets. Headline inflation decreased in the US, from 4% to 3% year-on-year in July, and Europe, from 7.1% 

to 5.5%. Inflation also fell more than expected in the UK from 8.7% to 7.9%, making up somewhat for last month’s 

disappointing print. Meanwhile, Composite Purchasing Manager’s Indices remain in expansionary territory across most major 

economies, with strength in services more than offsetting weakness in manufacturing, and wage growth continues to surprise 

on the upside. 

Beyond economies and financials, unfortunately July 2023 will be remembered for some time for the exceptionally high 

temperatures, seen worldwide, as well as the devastating wildfires across southern Europe. The US National Centers for 

Environmental Prediction in fact measured Monday 3rd July 2023 as the hottest day ever recorded globally, surpassing the 

previous recording holding-day from August 2016. This “record” was then broken again the following day. Extreme 

temperatures are a public health risk, causing spikes in excess mortality, as well as highlighting the ongoing need to invest in 

electricity grids and renewable generation as building cooling demand rises. Similar to extreme temperatures, wildfires also 

destroy wildlife and ecosystems, impact public health (mainly respiratory issues caused by poor air quality) and are likely to 

increasingly damage service-oriented economies that rely on tourism. Wildfires also highlight the fragility of some of our 

responses to climate change to date. Tree planting has been a popular means of offsetting emissions, but this action is 

rendered useless if the trees do not remain in ground, living and absorbing carbon dioxide. Overall, these events highlight the 

urgency required, across public and private sectors, in responding to climate change. 
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Portfolio positioning and performance  

The portfolio underperformed the broader equity market represented by the MSCI All Country World Index in July driven by 

weakness in ‘Smart Energy’ holdings. On the positive side, ‘Natural Resource Preservation’ contributed to portfolio returns. 

Returns in ‘Natural Resource Preservation’ were driven by paper and packaging company Smurfit Kappa and recycling 

company Darling Ingredients. Smurfit performed strongly as brokers upgraded the stock (as well as peers) on the belief that 

pricing was bottoming, and valuation looked compelling. Longer term, we believe Smurfit should grow strongly given 

structural demand for recycled packaging products. Darling’s strength was driven by a recovery in fat prices and expectations 

of solid Q2 results for its core business, which will be reported in August. Ecolab and Waste Connections were the weakest 

stocks in this sub theme in July. These are both defensive stocks and their weaker contribution to returns is aligned with the 

sector performance trends observed above. 

‘Low Carbon Transport’ was supported by returns from Infineon. Semiconductor companies had a good month generally; 

Infineon participated in this, perhaps with some investors buying in expectation of strong Q2 results. Wolfspeed was the 

second strongest stock in the sub theme, driven by the company’s announcement of a $2 billion, 10-year agreement with 

Japanese chipmaker Renesas. This was taken well by the market as it indicated customers’ worries around procuring sufficient 

silicon carbide substrate, of which Wolfspeed has around 60% global market share. This deposit also strengthens Wolfspeed’s 

balance sheet, which had been a concern for some investors. Albemarle was a weaker name within the sub theme. The lithium 

sector was unsettled by the launch of EV battery-grade lithium futures on China’s Guangzhou Futures Exchange, the price of 

which proceeded to fall. However, the futures prices have since stabilised and we think that the long-term supply and demand 

dynamics for the sector remain attractive.  

‘Agriculture & Food Industry’ returns were led by Deere and Genus. Genus represents a reversal of last month’s weakness; 

the stock was stronger as it appears investors re-engaged after the stock price fell to a 52-week low in late June. Deere was 

strong as demand for large agricultural and construction equipment remains resilient. The stock’s weakness earlier in the 

year appeared to be driven by worries regarding an agricultural and construction slowdown, which was round-tripped by the 

end of July (with the stock up 24% from its end of May low). We still think the current agricultural cycle remains extended, 

but the magnitude of it might be lower if the increasingly benign macroeconomic backdrop continues to play out. Trimble 

was a weaker stock in this sub-theme; destocking trends have weighed on the name lately and investors have engaged less 

with the name as some perceive downside risk to 2023 financial guidance. We remain positive on Trimble given its growing 

recurring revenue mix and portfolio of differentiated products and services, helping drive profitability. 

Returns in ‘Smart Energy’ were relatively divergent; the strongest contributors to returns were Ameresco and First Solar, and 

biggest detractors were Enphase and SMA Solar. Enphase represents ongoing weakness in the residential solar sector 

(dominated by the US). This has been driven by higher interest rates and utility rates coming down (off high levels). We think 

the long-term outlook for residential solar remains strong given the low penetration, savings versus conventional utility bills, 

and the ongoing need to electrify homes. SMA Solar was weak, giving back the stock’s gains from the previous month when 

2023 guidance was raised. SMA remains well-placed as a leading solar inverter manufacturer, with greater exposure to the 

(currently) healthier utility-scale solar market. First Solar, another utility-scale solar stock, reported strong results with the 

market encouraged by the announcement of new manufacturing capacity as well as strong new orders and profitability for 

the quarter. Ameresco performed strongly, mainly due to the announcement of new battery storage business opportunities. 

These should contribute towards the company meeting 2024 guidance, which continues to be widely debated amongst 

investors. 

Through July we closed our position in Chinese solar wafer and module manufacturer Longi Green Energy Technology. Our 

investment thesis failed to play out as we hoped it would; we thought that falling polysilicon prices would support margin 

expansion for downstream companies, as well as stimulating demand, but this failed to happen, partly due to China’s stunted 

post-Covid recovery. Demand should return at some point, but our research suggests polysilicon prices may stay depressed 

as more capacity is due to come online. We used the proceeds of this sale to open a new position in Shoals Technologies. 

Shoals is a utility-scale, US-focused solar EBOS (Electrical Balance Of Systems) company, facilitating the wired connection of 
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solar panels to each other and the grid. Their technology enables a material reduction in the labour intensity of solar 

installation. We also think US utility-scale solar growth should remain strong, supported by the Inflation Reduction Act. 

Outlook 

The outlook for companies that provide solutions to the world’s greatest environmental challenges remains extremely 

positive despite the volatile macroeconomic backdrop. Support for the energy transition continues to increase with most 

major nations now having meaningful decarbonization plans in place. The European Union led the way with its ‘Fit for 55’ 

package, which aims to reduce net emissions by 55 percent by 2030, while China’s goal of peak carbon emissions in 2030 and 

net zero by 2060 is a significant step in the right direction for the world’s largest polluter. In the US, the Inflation Reduction 

Act is the largest climate investment in US history and will help to lower the nations carbon emissions substantially by the 

end of the decade. Meanwhile, the newly adopted Global Biodiversity Framework sets out an ambitious plan to halt and 

reverse biodiversity loss by 2030. 

 

Achieving these goals requires significant investment in the areas of ‘Smart Energy’ and ‘Low Carbon Transport’. Energy 

infrastructure requires smart grids and interconnection capacity between regions, renewable power and energy storage 

solutions while transportation systems will move away from fossil fuels towards a combination of electric vehicles, biofuels 

and green hydrogen. Within ‘Agriculture & Sustainable Food’, high crop prices and rising input costs are supporting demand 

for agritech solutions which improve yield and farming efficiency. Elsewhere, companies in ‘Natural Resource Preservation’, 

which facilitate recycling and reusing, along with better management of resources, are helping to mitigate environmental 

damage while meeting the needs of a growing population. 

 

The Russia-Ukraine crisis has served to underscore the need for Energy Independence and has therefore strengthened the 

resolve of both policy makers and those for whom energy security and uptime is critical. This strong and resilient demand for 

clean technology solutions, now further underpinned by energy security considerations, encourages further innovation which 

continues to enhance the investment potential within the clean economy. 

 

Following the sharp derating in valuations of long duration assets in 2022, many innovative companies in the Clean Economy 

universe look attractively valued in the context of robust long term growth outlooks. We do not expect the narrow market 

leadership experienced year-to-date to persist and retain the view that high quality management teams, operating businesses 

with a sustainable competitive advantage in markets that benefit from secular tailwinds are best placed to deliver capital 

growth in the long term. The portfolio is therefore well positioned to benefit from the secular growth opportunities we see 

within the Clean Economy. 

 

 

 

 

 

 

 

 

 

 

 

No assurance can be given that the Clean Economy strategy will be successful. Investors can lose some or all of their capital 

invested. The Clean Economy is subject to risks including Equity; Emerging Markets; Global Investments; Investments in small 

and micro capitalisation universe; Investments in specific sectors or asset classes. 
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Esto es una comunicación publicitaria. Ha sido preparado con carácter meramente informativo y no constituye una oferta en un folleto en particular o una 

invitación para cerrar un trato, comprar o vender ningún instrumento financiero o participar en ninguna estrategia de negociación, incluyendo la prestación 

de servicios de inversión o análisis financiero. 

Este documento ha sido preparado por AXA Investment Managers Paris, S.A., Sucursal En España. A pesar de los esfuerzos dedicados a la revisión del 

contenido de este documento, no se garantiza de manera implícita o explícita que la información aquí contenida sea exacta y completa. Dicha información 

podrá ser modificada y/o actualizada sin previo aviso. Ni AXA Investment Managers, sus sucursales, filiales y asimiladas, ni ninguna otra compañía o unidad 

perteneciente al Grupo AXA, y ninguno de sus directores o empleados podrán ser considerados responsables directos o indirectos de la información aquí 

contenida. 

Usted asume el riesgo de la utilización de la información incluida en este documento. La información incluida en este documento se pone a disposición 

exclusiva del destinatario para su uso interno, quedando terminantemente prohibida cualquier distribución o reproducción, parcial o completa por cualquier 

medio de este material sin el consentimiento previo por escrito de AXA Investment Managers Paris, S.A., Sucursal en España. La información aquí contenida 

está dirigida únicamente a clientes profesionales tal como se establece en las definiciones de los artículos 205 y 207 del texto refundido de la Ley del 

Mercado de Valores que se aprueba por el Real Decreto Legislativo 4/2015, de 23 de octubre. La información aquí contenida tiene carácter publicitario y se 

refiere a AXA WF ACT Clean Economy, sub-fondo de AXA WORLD FUNDS, SICAV (la IIC), una institución de inversión colectiva inscrita en la Comisión Nacional 

del Mercado de Valores (CNMV) con el número 239 (www.cnmv.es),  donde puede consultarse la lista actualizada de entidades comercializadoras en España 

de la Sociedad (los Distribuidores españoles). Tenga en cuenta que la sociedad gestora se reserva el derecho, en cualquier momento, de dejar de 

comercializar la IIC en España, toda vez que se cumplan los requisitos locales y realizado las notificaciones pertinentes. 

Este documento contiene breve información sobre el sub-fondo y no detalla todos los posibles riesgos u otros aspectos importantes relativos a su potencial 

inversión. Las decisiones de inversión se realizarán sobre la base de la lectura y entendimiento de la información contenida en el último folleto de la 

Sociedad, datos fundamentales para el inversor (DFI) y los últimos informes económicos anuales y semestrales. Los Distribuidores españoles facilitarán a 

cada inversor, con carácter previo a la suscripción de las acciones del Sub-fondo, una copia traducida al español del DFI y el último informe económico. Podrá 

obtener un resumen en español de los derechos de los inversores en el siguiente enlace https://www.axa-im.es/resumen-de-los-derechos-del-inversor. 

La clasificación del [Fondo] con arreglo al SFDR puede estar sujeta a ajustes y modificaciones, ya que el SFDR ha entrado en vigor recientemente y algunos 

aspectos del SFDR pueden estar sujetos a interpretaciones nuevas y/o diferentes de las existentes en la fecha del presente [documento]. Como parte de la 

evaluación continua y el proceso actual de clasificación de sus productos financieros con arreglo al SFDR, [la Sociedad Gestora] se reserva el derecho, de 

acuerdo con la normativa aplicable y la [documentación legal] del [Fondo] y dentro de los límites de la misma, a modificar la clasificación del Fondo de vez en 

cuando para reflejar los cambios en la práctica del mercado, sus propias interpretaciones, las leyes o reglamentos relacionados con el SFDR o los reglamentos 

delegados actualmente aplicables, las comunicaciones de las autoridades nacionales o europeas o las decisiones judiciales que aclaren las interpretaciones 

del SFDR. Se recuerda a los inversores que no deben basar sus decisiones de inversión únicamente en la información presentada en el SFDR. 

En caso de insatisfacción con los productos o servicios, usted tiene derecho a presentar una queja ante el comercializador o directamente ante la sociedad 

gestora (más información sobre nuestra política de quejas disponible en https://www.axa-im.es/nuestras-politicas-internas-y-otras-informaciones-

importantes  y también consultando https://www.axa-im.es/servicio-de-atencion-de-quejas-y-reclamaciones). También tiene derecho a emprender acciones 

legales o extrajudiciales en cualquier momento si reside en uno de los países de la Unión Europea. La plataforma europea de resolución de litigios online le 

permite introducir un formulario de reclamación https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home2.show&lng=ES y le informa, en 

función de su jurisdicción, sobre sus vías de recurso https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2 . 

Asimismo, una copia de la memoria de comercialización, siguiendo el modelo establecido por la CNMV, estará disponible a través de los Distribuidores 

españoles. La documentación obligatoria oficial estaré disponible a través de los Distribuidores españoles, en versión impresa o digital, y también disponible 

bajo petición marcando +34 91 406 7200, escribiendo a  informacion@axa-im.com o consultando www.axa-im.es , donde se podrá obtener información 

sobre los valores liquidativos de las clases de acciones disponibles en España, así como un resumen de los derechos de los inversores. 

Se recomienda obtener más información y recibir asesoramiento profesional antes de llevar a cabo una decisión de inversión. Tenga en cuenta que el valor 

de una inversión puede fluctuar al alza o a la baja y que rendimientos pasados no garantizan rendimientos futuros. Las proyecciones presentadas son una 

estimación de la rentabilidad futura basada en datos de la variación de esta inversión en el pasado, y en las condiciones actuales del mercado, y no 

constituyen un indicador exacto. El rendimiento obtenido puede variar en función de cómo evolucione el mercado y de cuánto tiempo se mantenga la 

inversión o el producto. 

AXA Investment Managers Paris, S.A., Sucursal en España, con Código de Identificación Fiscal W0024065E, inscrita en el Registro Mercantil de Madrid, Tomo 

41006, Libro 0, Folio 1, Sección 8, Hoja M-727252, con domicilio Paseo de la Castellana 93, 6ª planta e inscrita en la Comisión Nacional del Mercado de 

Valores con número de registro oficial 38 como una Sociedad gestora del espacio económico europeo con sucursal en España. 


