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Overview 

2022 proved a volatile time for global markets and geopolitics. Climate 

transition themes were sensitive to this uncertainty – both on the  

up- and downside. As we look forward into 2023, the picture is mixed. 

Renewables in the US remain boosted by the sugar rush of fiscal 

support, while European industrials need to adapt to a shifting energy 

supply picture. The wildcard once again will be China as it emerges from 

its zero-covid policy into a world increasingly favouring local production 

and shorter supply chains. 

2022: year in review 

We began 2022 on the tails on of a widely-hailed COP 26 and an ebullient stock market. 

Many investors were initially convinced that the heightened inflation they were seeing was 

transitory and of limited concern. The Russia-Ukraine conflict put this view to bed and 

central banks around the world were forced to pursue a new tighter monetary policy 

narrative to dampen soaring inflation. 

Growth-orientated investments - focused squarely on the tech sector – took the initial fall, 

as the premium investors had previously been happy to pay collapsed. While investors 

became more focused on the short term, this was offset by a broadening realisation - 

brought on by a combination of rising fuel prices, geopolitics and policy tailwinds - that 

energy independence and climate-change themes were here to stay. 

 

The long reach of the war in Ukraine 

The fallout of the Russian invasion of Ukraine quickly spread from the most immediate 

impact on the people of Ukraine to the wider European and global economy. 

Escalating fuel prices – notably in the natural gas complex – undermined European 

industrials and prompted the spectre of a wider recession. With central banks already 

looking to stave-off inflationary pressures from the reopening of the global economy, the 

rush of energy inflation left policy makers with a dilemma – whether to fight inflation at the 

cost of accelerating recessionary pressures. 

The backdrop was now set for increased volatility in financial markets. The initial reaction 

for Climate Transition themes, and the renewables space in particular, was supportive as 

the world looked to the value of energy independence. Renewable utilities in particular 

rallied, benefiting from a lost-cost generation base and the stability of regulatory contracts.  

Meanwhile many European cyclicals – ironically dominant in the energy efficiency theme 

– were undermined by slowing growth and rising fuel costs. By consequence, European 

industrials faced a loss of competitiveness as the region looked beyond its dependence on 

cheap Russian gas towards more costly (and dirty) sources such as US shale gas. 
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Key Points 

1. The market backdrop for 2022 
was dominated by central bank 
inflation fighting and the energy 
crisis in Europe 

2. Climate Transition themes found 
mixed support, with headwinds 
for European cyclicals while US 
renewables were boosted by the 
Inflation Reduction Act 

3. As we look into 2023, we 
anticipate continued strong 
momentum for renewables, but 
with complexity introduced by a 
desire for many countries and 
industries to shorten supply 
chains and encourage domestic 
production. 
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Everything’s bigger in Texas  

The mid-year was marked by a landmark US bill: the Inflation Reduction Act (IRA) signed 

into law by President Joe Biden in August. Despite its name, the IRA can be viewed as a 

climate bill, with the goal of putting the country on a path to reduce greenhouse gasses by 

40% below 2005 levels by 2030. While this GHG reduction is insufficient to meet the Paris 

Agreement goal of a 50%-52% reduction in emissions in the USA, it is a big step towards 

achieving this climate pledge.  

Among its many provisions was stronger support for the installation of renewable 

generation capacity in the US, as well as broader climate-supportive pillars, such as the 

use of alternative fuel sources. The greater certainty provided by the Act – and the 

emphasis on domestic production – lit a fire under US-exposed solar stocks in particular. 

As the technology with the shortest horizon, the outsized performance of this theme has 

some fundamental justification, while we expect long lead time themes such as Wind to 

continue to strengthen over the coming years. 

 

European regulation: a game of push and pull 

Fiscal policy in Europe was more confused – leading to push and pull for exposed stocks. 

A number of programmes showed support for early-stage renewables – with Hydrogen 

producers offered a €5.2bn package negotiated by a group of EU countries. At the same 

time, the squeeze on government finances posed by the energy crisis has led many 

countries to impose windfall taxes - not only on fuel producers, but also renewable 

generators. The argument here is that the benefits of the lower cost of renewable 

generation should be shared with customers. While somewhat counterintuitive, it shows 

the strong case for energy independence offered by renewables and the growing cost-

competitiveness of non-fossil fuel sources.  

2023: some inertia – but scope for change 

As we turn to 2023 we expect to see many of the themes that dominated 2022 to continue. 

There are some elements of change however, as European countries grapple with their 

shifting energy supply picture and China emerges from its Zero-Covid isolation. 

The IRA steamroller rolls on 

While the US lags Europe in terms of disclosures (although there has been a marked 

improvement for the former), it leads the way in terms of innovation. 2023 is likely to be a 

very strong year for the build out of solar installations (both on the utility side and the 

residential side) as penetration rates grow fast from a low base. Green hydrogen is 

increasingly becoming more price-competitive and carbon capture technology and 

regulation is evolving.  

The bulk of the investments in the Inflation Reduction Act, costing an estimated $370bn 

over 10 years, are directed toward promoting clean energy and climate resilience. Two-

thirds of this amount comes in the form of federal tax credits and one-third is accounted 

for by appropriations by the federal government to mitigate emissions from agriculture 

and forestry. The tax credits address four key areas: clean energy, manufacturing, 

transportation and clean technology. These tax incentives would help lower the price of 

clean technologies versus conventional peers, making these technologies more 

competitive. For instance, the WEF estimated that green and blue hydrogen will become 

cheaper than traditional hydrogen by 2030, while electric vehicles (EVs) and combustion 

vehicles could reach purchasing power parity in five years.  
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Shortening supply chains 

With the IRA favouring domestic renewable technologies, there is rising concern that 

imports of greentech from Europe and Asia will lose their competitiveness in the US. The 

IRA bill in the US has been criticised by Europe and China as it often requires high local 

content for products to qualify for subsidies. In response, a trend that will dominate 2023 

is non-US renewables opening manufacturing facilities on US soil. For example, South 

Korean battery supplier LG Chem is considering building a cathode production facility in 

Tennessee and announced the opening of an EV battery recycling venture in North America 

by end of 2023. However, the scale of the funding provided by the Act and the insistence 

on protectionism raises the spectre of retaliatory action from other governments. 

This accelerates a broader trend, with the Covid crisis having uncovered the weaknesses 

of global, complex and highly efficient supply chains that are a key pillar of globalization. 

The consequences were numerous but the long delays or the lack of supply were the most 

impactful consequences. As a result, corporates and governments are now taking 

measures to ensure robust supply. In order to do so, supply chains are getting shorter by 

being localised and inventories kept higher along the value chain. The main outcome of 

such reorganisation is higher costs and a negative impact on global trade if pushed too 

far. In our portfolio, having companies with a domestic footprint is part of our approach to 

diversification as these companies are more likely to benefit from the different government 

bills/stimuli. 

An uncertain environment for European cyclicals 

Just as we were starting to understand the lasting consequences of the covid crisis, the 

war in Ukraine provoked an energy crisis that hit hard in Europe. While natural gas prices 

have cooled down lately thanks to a warm winter so far, the medium-term risks of higher 

energy prices, as well as supply issues, remain in Europe. The consequences are several 

here as well but this makes Europe less competitive and large corporates with a global 

footprint are already reallocating capital away from Europe to the US, Asia or the Middle 

East. This situation also incentivises households in Europe to be more efficient and 

independent when it comes to energy consumption. On top of the regulation, this is 

another booster in demand for products/solutions that can help achieve either or both 

goals. Heat pumps or solar panel on roofs are typical examples. 

With the looming spectre of recession in Europe – already arrived in many countries – 

combined with inflationary pressures, the backdrop for European cyclicals remains 

challenging. While investors have digested the scope for earnings reduction at an index 

level, bottom up consensus remains elevated. Caution is advised and we are focused on 

seeking stocks where a deep recession and opportunities for balanced risks remain. 

Accessing the opportunity of Climate Transition investing 

2022 showed us the benefits of diversified exposure to Climate Transition, as complex 

drivers and uncertainty led to volatility within the underlying themes. With new multifaceted 

storylines already emerging for 2023, we expect a similar approach to profit this year. While 

Climate Transition has strong, acyclical drivers that give us confidence on the long-term 

return potential, combining these themes in a way that allows the investor to survive the 

journey is as important as identifying them in the first place. Continued strong momentum 

for Enabling themes, while Mitigators recover from a difficult 2022, sets a supportive 

backdrop for Climate Transition investing. 
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Important Information 

Past performance is no guide to the future, the value of investments, and the income from them change frequently, may fall as well as rise, there is 
no guarantee that your initial investment will be returned. This document has been prepared for your information only and must not be distributed, 
published, reproduced or disclosed by recipients to any other person. It is neither directed to, nor intended for distribution or use by, any person or 
entity who is a citizen or resident of, or domiciled or located in, any locality, state, country or jurisdiction where such distribution, publication, availability 
or use would be contrary to law or regulation. This is a promotional statement of our investment philosophy and services only in relation to the subject 
matter of this presentation. It constitutes neither investment advice nor recommendation. This document represents no offer, solicitation or 
suggestion of suitability to subscribe in the investment vehicles to which it refers. Any such offer to sell or solicitation of an offer to purchase shall be 
made only by formal offering documents, which include, among others, a confidential offering memorandum, limited partnership agreement (if 
applicable), investment management agreement (if applicable), operating agreement (if applicable), and related subscription documents (if 
applicable). Please contact your professional adviser/consultant before making an investment decision. 

Where possible we aim to disclose the material risks pertinent to this document, and as such these should be noted on the individual document pages. 
The views expressed in this document do not purport to be a complete description of the securities, markets and developments referred to in it. 
Reference to specific securities should not be considered a recommendation to buy or sell. Investors shall conduct their own analysis of the risks 
(including any legal, regulatory, tax or other consequences) associated with an investment and should seek independent professional advice. Some 
of the investment strategies described or alluded to herein may be construed as high risk and not readily realisable investments, which may experience 
substantial and sudden losses including total loss of investment. These are not suitable for all types of investors. 

To the extent that this report contains statements about the future, such statements are forward-looking and subject to a number of risks and 
uncertainties, including, but not limited to, the impact of competitive products, market acceptance risks and other risks. Actual results could differ 
materially from those in the forward-looking statements. As such, forward looking statements should not be relied upon for future returns. Targeted 
returns reflect subjective determinations by Unigestion based on a variety of factors, including, among others, internal modeling, investment strategy, 
prior performance of similar products (if any), volatility measures, risk tolerance and market conditions. Targeted returns are not intended to be actual 
performance and should not be relied upon as an indication of actual or future performance. 

Data and graphical information herein are for information only and may have been derived from third party sources. Unigestion takes reasonable steps 
to verify, but does not guarantee, the accuracy and completeness of this information. As a result, no representation or warranty, expressed or implied, 
is or will be made by Unigestion in this respect and no responsibility or liability is or will be accepted. All information provided here is subject to change 
without notice. It should only be considered current as of the date of publication without regard to the date on which you may access the information. 
Rates of exchange may cause the value of investments to go up or down. An investment with Unigestion, like all investments, contains risks, including 
total loss for the investor. 

Backtested or simulated performance: Backtested or simulated performance is not an indicator of future actual results. The results reflect 
performance of a strategy not currently offered to any investor and do not represent returns that any investor actually attained. Backtested results are 
calculated by the retroactive application of a model constructed on the basis of historical data and based on assumptions integral to the model which 
may or may not be testable and are subject to losses. 

Changes in these assumptions may have a material impact on the backtested returns presented. Certain assumptions have been made for modeling 
purposes and are unlikely to be realized. No representations and warranties are made as to the reasonableness of the assumptions. This information 
is provided for illustrative purposes only. Backtested performance is developed with the benefit of hindsight and has inherent limitations. Specifically, 
backtested results do not reflect actual trading or the effect of material economic and market factors on the decision-making process. Since trades 
have not actually been executed, results may have under-or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity, 
and may not reflect the impact that certain economic or market factors may have had on the decision-making process. Further, backtesting allows 
the security selection methodology to be adjusted until past returns are maximized. Actual performance may differ significant ly from backtested 
performance. 

Unigestion (UK) Ltd. is authorised and regulated by the UK Financial Conduct Authority (FCA). It is also registered with the Securities and Exchange 
Commission (SEC). Unigestion SA is authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Unigestion Asset 
Management (France) S.A. is authorised and regulated by the French Autorité des Marchés Financiers (AMF). Unigestion Asset Management (Canada) 
Inc., with offices in Toronto and Montreal, is regulated in Canada by the securities regulatory authorities in Ontario, Quebec, Alberta, Manitoba, 
Saskatchewan, Nova Scotia, New Brunswick and British Columbia. Its principal regulator is the Ontario Securities Commission. 
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