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Portfolio performance

All sustainable strategies were behind traditional benchmarks
during December due to a lower exposure to megacap

Key highlights this month

* December was a challenging month for global equity

and bond markets, as significant pessimism emerged
regarding the future direction of the US economy

Performance was concentrated in a small number of
‘megacap’ technology stocks

Sustainable risk models underperformed traditional
benchmarks in December due to a lower exposure to the
narrow group of stocks described above - more details
on how we are thinking about this is included below.

The message that we get from
our thematic managers is that
they are finding opportunities
away from the narrowly
concentrated group of very big
companies that are dominating
market commentaries.
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technology stocks.

How we think about the Magnificent Seven

Market narrowness and accompanying acronyms are not new.
In a relatively short period of time we have gone from FAANG
(Facebook, Apple, Amazon, Google) to the Magnificent Seven
(Nvidia, Microsoft, Apple, Amazon, Meta, Alphabet, Tesla) to the
fab four (Nvidia, Meta, Tesla, Broadcom). The names are less
important than the phenomenon of a relatively small group of
companies driving a huge share of global market returns.

As thematic investors focused on the intersection between
innovation and sustainable challenges, these companies are by
no means off limits. We strongly believe the tech sector can have
a positive impact on the environment or society through their
products and services. We also think the companies in this space
that are good at addressing sustainability risks that materially
impact their business will have a competitive advantage.

To keep it relatively simple, we highlight the thematic funds we
own that currently have exposure to some of these stocks:

Fund Magnificent Seven exposure

Polar Capital Artificial
Intelligence (Al)

Nvidia, Microsoft, Apple,
Amazon, Meta, Alphabet, Tesla

Natixis Thematics Al and
Robotics

Nvidia, Alphabet

Baillie Gifford Positive Change Tesla, Microsoft

L&G Battery Value-Chain Tesla

First Trust Nasdaq Cyber Broadcom

Security (ETF)




You'll notice that managers generally have some exposure, but in
many other cases there is not enough thematic revenue exposure
to justify a position. Therefore, while Apple may be big spenders
on cyber security, they do not make cyber security products.
Going beyond technology and thinking about a theme like health
and wellbeing, Apple do make products that contribute to healthier
lifestyles (e.g. smartwatches) but until it becomes the lions share
of what they do, fund managers targeting themes like obesity will
find more relevant companies to buy.

More broadly, the message that we get from our thematic
managers is that they are finding opportunities away from the
narrowly concentrated group of very big companies that are
dominating market commentaries. If the Al theme is as profound
as optimists forecast, their argument is that a much broader group
of companies will benefit.

Changes

We made no changes in December.

Positioning

We have a neutral position in equities, fixed income and
alternatives. Geographically, we continue to have over half of our
equity exposure in the US and an overweight to developed Europe
- particularly the Nordic economies.

Exposure to thematic investments increases across risk profiles
in increments of 25% of the underlying equity. More detail on
this below.

Outlook

We continue to have conviction that the general trend of a
market rotation away from the Magnificent Seven remains intact,
providing a better backdrop in some of the long-term thematic
opportunities we target.

How we think about investing sustainably across risk profiles

We see the primary return opportunity in thematic investments.
These are a way of targeting companies producing products or
services that help solve or mitigate sustainability challenges.
This is an attempt to identify companies where innovation can
help solve a sustainability problem.

These opportunities are prevalent in three main areas:

1. Technological advancement

2.Health and wellbeing

3. Environmental protection.

They break down into a number of differentiated themes which

are highlighted in the table below.
©)

s

Battery technology Waste technology
Responsible finance

1%
U2

Smart materials
Robotics & AT

©

Clean energy

&

Energy efficiency

B | Ao

Pollution control Sustainable food Oncology

The thematic managers we use pursue sustainable outcomes

by investing in companies that they believe can create
transformational change. They tend to have a focus on disruptive
innovation and business models are often newer. This tends to be a
smaller universe of companies than broader markets.

The adjacent areas tend to be characterised by smaller companies
with higher levels of volatility than broader markets. For this
reason, exposure to thematic investments is reduced in lower

risk profiles.

We consider sustainability more broadly in lower risk profiles.
Managers focus on sustainability at an operational level and there
is less of a thematic focus. There is more exposure to larger, well
established businesses and more sector diversification. We believe
this is appropriate to control risk and volatility. The different
portfolio names are reflective of the approaches being taken.

This is detailed in the below table.

Risk Profile Thematic % Thematic %

of equity

Equity

of portfolio

Portfolio name: CGWM RP3 Sustainability Screened
RP3 20.0% 5.0% 25%

Portfolio name: CGWM RP4 Sustainability Screened
RP4 40.0% 10.0% 25%

Portfolio name: CGWM RP5 Sustainability Themes
RP5 60.0% 30.0% 50%

Portfolio name: CGWM RP6 Sustainability Themes
RP6 80.0% 60.0% 75%

Portfolio name: CGWM RP7 Sustainability Themes
RP7 97.5% 97.5% 100%

If you require further explanation on any of the terms used in this document please contact your usual CGWM adviser or

visit canaccordgenuity.com/wealth-management-uk/glossary.

ESG investment commentary | January 2025


http://canaccordgenuity.com/wealth-management-uk/glossary

Discover our
can-do approach

To find out more about how we go above and beyond to understand your investment
needs and aspirations —and empower you to achieve them —get in touch. We'll be
delighted to answer your questions and provide details of our services.

Offices nationwide

Newcastle
Norwich
Southampton
Worcester
York

Birmingham
Blackpool
Guildford
Lancaster
Llandudno

Guernsey
T:+44 1481 733 900

Jersey
T: +44 1534 708 090

Isle of Man

London T: +44 1624 690 100

T: +44 20 7523 4500
E: CGWM_UK®@canaccord.com

canaccordgenuity.com/wealth-management-uk

Important information

Investment involves risk. The value of investments and the income
from them can go down as well as up and you may not get back the
amount originally invested. Our portfolios are designed to work
over a typical investment cycle of 7-10 years, so we recommend
you stay invested for at least seven years.

The investments discussed in this document may not be suitable
for all investors. Past performance is not a reliable indicator of
future performance.

The tax treatment of all investments depends upon individual
circumstances and may be subject to change. Investors should
discuss their financial arrangements with their own tax adviser
as the value of any tax reliefs available is subject to individual
circumstances. Levels and bases of taxation may change.

Where investment is made in currencies other than the investor’s
base currency, the value of those investments, and any income
from them, will be affected by movements in exchange rates.
This effect may be unfavourable as well as favourable.

This document is for information only and is not to be construed
as a solicitation or an offer to purchase or sell investments or
related financial instruments. This has no regard for the specific
investment objectives, financial situation or needs of any
specific investor.

Canaccord Wealth is the trading name of Canaccord Genuity
Wealth Limited (CGWL) and Canaccord Genuity Wealth
(International) Limited (CGWIL), which are subsidiaries of
Canaccord Genuity Group Inc.
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Offices in the Crown Dependencies

E: CGWMinternational@canaccord.com

CGWL is authorised and regulated by the Financial Conduct
Authority (registered number 194927) has its registered office

at 88 Wood Street, London EC2V 7QR and is registered in England
& Wales no. 03739694.

CGWIL is licensed and regulated by the Guernsey Financial
Services Commission, the Isle of Man Financial Services
Authority and the Jersey Financial Services Commission.

CGWIL is registered in Guernsey no. 22761 and has its registered
office at Dorey Court, Elizabeth Avenue, St. Peter Port, Guernsey,
GY12HT.

CGWL and CGWIL are members of the London Stock Exchange.

Canaccord Wealth does not make any warranties, express or
implied, that the products, securities or services mentioned

are available in your jurisdiction. Accordingly, if it is prohibited to
advertise or make the products, securities or services available in
your jurisdiction, or to you (by reason of nationality, residence or
otherwise) such products, securities or services are not directed
at you.

The products and services offered by Canaccord Wealth in the
UK may differ from those offered by other Canaccord Genuity
Group Inc. offices.
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