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A look inside the Princely Collections: the illustrations in this publication depict studies of natural objects 

by Franz Anton von Scheidel.

For more than 400 years, the Princes of Liechtenstein have 

been passionate art collectors. The Princely Collections 

include key works of European art stretching over five 

centuries and are now among the world’s major private art 

collections. The notion of promoting fine arts for the general 

good enjoyed its greatest popularity during the Baroque 

period. The House of Liechtenstein has pursued this ideal 

consistently down the generations. We make deliberate 

use of the works of art in the Princely Collections to accom-

pany what we do. For us, they embody those values that 

form the basis for a successful partnership with our clients: 

a long-term focus, skill and reliability.

Illustrations: Bauer brothers, Hortus Botanicus, detail from 

“Lilium candidum L.”, c. 1778. 

© LIECHTENSTEIN. The Princely Collections, Vaduz–Vienna
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Overview

Inflationary pressures have continued to be the driving force behind market volatility. Central bankers, the interest rate 

setters for economies around the world, remain centre stage as they continue to flag their unwavering commitment 

to bring inflation back down towards their longer-term targets. With no signs of the war in Ukraine coming to an end, 

energy prices remain elevated and core inflation has proven ‘stickier’ than most could have envisioned this time last year.

Although interest rates, inflation and global economic health have undoubtedly taken a hit and no company can be 

insulated from the risks that have emerged and evolved this year, we continue to see reasons to be structurally positive 

on several sustainability-driven investment themes. 

Throughout this quarter, policymakers have continued to acknowledge the role sustainable themes can play in the 

longer-term economic recovery and mitigating inflationary pressures.

At a glance

n  Inflation and central banks remain firmly in the spotlight as global interest rates rise at speed.

n  Government policy continues to highlight why tackling environmental, social and governance issues is a  

top priority for investors 

n  As sentiment remains at record lows, we must be wary of capitulating. Historically, troughing sentiment has been a 

good signal to not sell and we therefore seek comfort in the medium- to long-term opportunities.
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Macro summary

Challenging market conditions

Despite a relief rally over the summer, by the end of the quarter 

markets swiftly gave back those returns as several economic data 

points indicated slowing economic growth in both services and 

manufacturing sectors. In addition, central banks showed no sign 

of relenting when it came to increasing interest rates; in fact, the 

reality was quite the opposite. 

Throughout 2022, we have highlighted the divergence between 

growth-focused companies (which tend to come with a higher 

price tag due to brighter prospects over the long term) and 

more mature companies, often described as value companies 

(which tend to come with a cheaper price tag due to lower 

perceived future opportunities and commonly more debt). This 

rotation between ‘growth’ and ‘value’ characterised the relative 

underperformance of sustainably focused investment solutions 

at the start of the year; they sit more so in the ‘growth’ camp, 

which is more sensitive to changes in market sentiment and 

interest rates. Since then, the benefit of holding value overgrowth 

has in aggregate been much more muted, reflecting the broad-

based impact of recent events on risk assets.

Despite the downbeat rhetoric that has been set by persistent 

inflation and corresponding action from policymakers, we are 

seeing the causes of inflation from last year, which we viewed 

as transitory, continue to abate. The cost of shipping goods 

around the world is dropping, supply chain bottle necks are 

easing and the excess demand for goods spurred on by the 

pandemic has moderated. 

Energy remains the biggest risk to inflation in the short term 

and how this feeds through to more structural inflation, through 

higher wages to cover increased living costs. Although oil prices 

have fallen, natural gas prices remain stubbornly high. This in 

part reflects the altering of energy supply chains away from 

Russia, but also highlights the core role Russia plays in global 

gas supply over other energy sources. We have talked at length 

about the movements in fossil fuels, despite our lack of exposure 

in sustainable portfolios, and how higher energy costs naturally 

impact both the sentiment and profitability of our investments. 

It also continues to highlight the chronic underinvestment into 

the cheapest forms of power we have globally: wind and solar. 

Although fossil fuel investments have benefited from this year’s 

unpredictable events, we continue to see investment into clean 

energy as the strongest and most attractive investment case.
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Global energy landscape

Energy prices
 Oil prices haven fallen over

 Natural gas prices remain high

Russia’s role
 Supply chains are shifting away from Russia

 However, Russia continues to play a core role
   in global gas supply

Inflation
 Energy remains the biggest risk to inflation in the 
   short term 
 Affecting wages and the cost-of-living 

Clean energy 
 Movements in fossil fuel prices highlight underinvestment
   in the cheapest forms of power: wind and solar 
 We see investment in clean energy as the strongest 
   and most attractive investment case



Following the recent tax cuts announced in the mini-Budget by 

the UK Government, we witnessed a sharp selloff in sterling, 

UK equity markets and gilts. Whilst all developed currencies 

have sold off this year versus the dollar, the move in sterling was 

more pronounced as the Chancellor’s announcement unnerved 

markets. Whilst the market is solely focussed on the negatives 

associated with the Chancellor’s tax cuts, there is another side: 

the energy cap on unit energy cost should help limit the inflation 

peak to low double digits. Additionally, wage increases and the 

announced fiscal measures could result in better-than-expected 

economic activity. Although these measures will no doubt protect 

individuals in the UK from the worst outcomes, the longer-term 

impact may well be the opposite. These policies effectively add 

fuel to the inflationary fire the Bank of England (BoE) is trying 

to fight, and we will likely see further interest rate hikes from 

the BoE as a result. These moves may see a prolonged fight 

against inflation here in the UK and our portfolios are positioned 

accordingly to these risks.

Over the quarter, we also had the news of significant leaks in the 

pipelines that deliver natural gas to Europe. This created greater 

uncertainty around energy supply to the continent and of course, 

inflation. The US is in fact the largest global producer of natural 

gas which can be liquefied and transported but it is currently 

uncertain as to whether this can help alleviate the European 

problem of energy supply through the winter.

Although it may seem rather gloomy, as long-term investors 

we are now seeing high quality businesses being valued at low 

levels compared to history with very little in the investment thesis 

changed outside of the short-term issues we have discussed 

above. On a forward-looking basis, although trying to predict 

what inflation will be next month or where interest rates will 

peak will be difficult, what we can say is that the market has 

responded in a significant way and when consumer confidence is 

at very low levels as it is now, it could be seen as a sign that bad 

news is being priced in. 

Protection, but not immunity

As many of our clients will know, our sustainable portfolios 

have an overweight to the healthcare sector, relative to the 

global equity index. From a sustainability perspective, these 

businesses play a key role in improving health outcomes and 

improving the quality of life for billions around the world, from 

advanced diagnostics to innovative treatments and technology. 

From a financial perspective, these companies tend to exhibit 

more stability in earnings through the economic cycle, including 

recessions and slowdowns in global growth, as we have been 

experiencing this year. Although these companies are by no 

means immune from the moves we have seen in markets, we 

continue to see strong growth, pricing power and resilience, 

despite share prices not always reflecting this in the short term 

where uncertainty around interest rates is driving the share prices 

of all sectors. 

As our population grows, so does the demand for basic access to 

healthcare. As we grow older, the demand for age related goods 

and services, such as hearing aids and supported living, grows. 

As the global middle class expands, the access and affordability 

of healthcare insurance and other services expands. Access to 

healthcare is both a core part of our sustainable investment 
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Expanding age-related
goods and services

Population growth and
ageing population

Increased demandHealthcare services



process and also satisfies many of the financial characteristics 

we like in a business. Remaining selective during periods of 

uncertainty is crucial in ensuring you are exposed to high quality 

companies with higher expected growth and stronger balance 

sheets than the wider sector. We perform regular financial 

screening of our underlying holdings and remain confident that 

although slowing global growth will impact our investments, the 

forward-looking growth relative to today’s valuations is ahead of 

the wider equity market.

Policy contagion

For some time now we have been highlighting the global shift 

by governments to achieve net-zero emissions, now covering 

a significant majority of global GDP. This quarter we have 

seen positive progress in the US which will spur the next wave 

of investment and development into sustainable initiatives. 

The Inflation Reduction Act 2022 sets out to manage longer-

term inflation through investment into reducing energy costs, 

healthcare costs and prescription drug costs. This act is one of 

the biggest commitments on climate action to come out of the 

US and creates a supportive market for companies to invest in 

climate solutions.

The Act follows through on many of the promises made in 

Biden’s agenda when running for office and focuses heavily on 

environmental action which we have long said the US is behind 

the curve on. Much of the act is similar to a carbon or emissions 

tax as it provides direct financial benefits to those businesses 

expanding the clean energy market in the US.

The Inflation Reduction Act is one of the biggest US commitments on climate action

Incentivise domestic production in 
clean energy technologies

Creating
clean energy

jobs

Revitalising
American

manufacturing

Support American workers with 
tax incentives for US-sourced 
clean energy products 

Strengthen America’s 
manufacturing base, through 
promoting domestic sourcing

Extra 10% tax credits if clean energy 
projects are established in communities 
previously reliant on fossil fuels 

Tax credits for energy efficient 
buildings and infrastructure

Bonus tax credits for 
paying prevailing wages 
and using registered 
apprenticeship programmes 

Expanded clean energy 
tax credits for wind, solar, 
nuclear, clean hydrogen 
and fuels, and carbon capture
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Clean Energy Jobs

n Creating tax credits for energy efficient commercial

buildings, new energy efficient homes, and EV charging

infrastructure. There will also be extra tax credits for

businesses that pay prevailing wages and ensuring local

wages are not undercut.

n The Act also introduced the Make it in America law which

provides expanded clean energy tax credits for wind, solar,

nuclear, clean hydrogen and fuels, and carbon capture.

Revitalising American Manufacturing

n The act set out clear ambitions to build a bigger and better

clean energy supply chain by expanding incentives for

domestic production of clean energy technologies

 n Creating targeted tax incentives for manufacturing US

sourced products such as batteries, solar and carbon capture

n Clean energy tax credits will be increased by 10% if the

clean energy projects are established in communities that

previously relied on fossil fuels for employment to avoid

regions of workers being completely displaced.

Providing a financial incentive for companies to increase 

investment into clean energy and transition to a low carbon 

economy will both expand the investment opportunity in the US 

but also drive significant advancements from the largest economy 

in the world.

Unfortunately, we cannot ignore the negative developments 

from the UK government, the first government in the world 

to write their net-zero ambitions into law. The first point on 

Liz Truss’ agenda was energy, the once abandoned fracking 

industry and extending contracts to drill for oil in the North Sea. 

Although this change of tact is deeply concerning, it is unlikely 

that either of these developments will see much traction, nor 

will corporates make a U-turn on reducing their environmental 

footprint in the wake of the seismic shift in consumer and 

investor requirements. Fracking experts, including the founder 

of Cuadrilla, a large fracking company, has publicly conceded 

that fracking will not be possible at any meaningful scale in the 

UK due to the complex geology and is therefore not going to 

solve the current energy crisis.
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Top performers over the quarter as at 30 September 2022

Return Comment

Stewart Asia Pacific Leaders +7.85% The Asian strategy has continued to deliver a differentiated return due to its more defensive 

positioning and particularly the Indian exposure which has performed well over the course of 

the quarter. 

Ninety One Global Environment +4.38% This fund has continued to perform well this year as environmental services and renewable 

energy names have helped performance during Q3. Many of the returns the fund has 

generated in the quarter have been company specific with a number of upbeat results and 

positive acquisitions, capitalising on their strong position within a tough environment.

Source: Morningstar

Performance review

Performance for the quarter has finished lower despite the 

positive start. The driving force behind the decline in both 

bond and equity markets has been the unexpectedly aggressive 

stance from policymakers, particularly the Federal Reserve 

(Fed). This year, it is fair to say that economic forecasters have 

been some way off in their expectations for the path of interest 

rates. This is by no means a negative indictment of forecasters; 

it simply reflects the complicated dynamics of war which were 

further compounded by lingering effects of the pandemic. 

These issues have led to a negative impact on the sustainable 

portfolios due to our longer-term growth focus and lack of 

traditional energy exposure.

Over the past quarter, the performance of bonds and equities 

has, in aggregate, generated a similar negative return, something 

that is by no means indicative of normal market conditions. This 

in part goes to explain the broad-based performance which has 

predominantly been driven by technical factors, namely interest 

rates which are used to discount back future expected returns to 

determine the fair value of a company today. 

Despite markets falling, we have continued to see a number of 

underlying companies remain resilient as their current growth 

prospects continue to win the interest of investors. One particular 

theme is of course clean energy and the green transition with the 

Ninety One Global Environment being one of our best performers 

during the quarter.

The introduction of the Brown Sustainable Total Return Bond 

fund has also been a positive contributor to returns during 

the quarter, highlighting the dynamic capabilities of the team 

and defensive positioning. The position in the Brevan Howard 

Absolute Return Government bond fund has also enabled 

portfolios to generate positive returns from volatility in market 

pricing of macroeconomic expectations.

Overall, the performance of the portfolios will, in the short term, 

continue to be influenced by global economic and geopolitical 

events. We continue to watch for opportunities to deploy capital 

where the market becomes oversold, and we remain comfortable 

with the current exposures within sustainable portfolios. Our 

main view coming into 2022 was that volatility and uncertainty 

were likely to remain elevated and we currently see few catalysts 

for volatility to abate in the short term. We must retain our 

forward-looking approach to generate long-term value creation 

on behalf of our clients.
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Company in focus 

Advanced Drainage Systems (+27% over the quarter) 

Held in Janus Henderson Global Sustainable Equity

n  A developer of recyclable corrugated pipes for water management and drainage solutions. They are a leader in stormwater and on-site septic 

wastewater management and are the one of the largest plastic recyclers in North America.

n  Despite falling earlier in the year, alongside most industrial companies, the strong reported earnings at the end of Q2 2022 demonstrated their 

ability to continue to generate growth and pass through higher input costs to their consumers.

n  The ability to generate returns through the cycle and demonstrate strong pricing power is the exact attributes we like in companies.

Source: FactSet

Changes made in portfolios 

In July, to mitigate the downside risks to portfolios in the 

event of a ‘hard landing’ and wider than currently expected 

downgrades to earnings, we reduced our exposure to more 

interest rate sensitive equity funds. With this reduction in equity, 

we introduced a new sustainable strategic bond fund, the Brown 

Global Sustainable Total Return Bond fund. The fund seeks to 

offer an unconstrained and flexible approach to investing in the 

fixed income universe, whilst simultaneously applying a strong 

sustainable overlay, generating a positive impact on global 

sustainable issues. Whilst the definition of a ‘strategic’ bond is 

ambiguous and therefore challenging in itself; trying to marry this 

philosophy with a strong sustainable framework has proven to 

be notoriously difficult. We believe this fund provides portfolios 

with traditional bond-like characteristics through the team’s 

experience, alongside strong sustainable characteristics attained 

through the rigorous analysis carried out by the dedicated teams. 

This fund has been a positive contributor to returns over the 

quarter, outperforming wider bond markets.

In August, the markets began to price in a Fed pivot, meaning 

the end of rate hikes and potentially even rate cuts in 2023. 

This contradicted our belief that interest rates will continue to 

rise above current market expectations in response to

consistently high inflation. For this reason, we reduced the

duration of the bond sleeve of portfolios, which has the effect of 

reducing the portfolios sensitivity to changes in interest rates, by 

selling the iShares US Treasury Bond 7-10 years fund in low and 

medium risk portfolios. We saw this fund as vulnerable to the 

market repricing the risk of interest rates continuing to rise above 

where the market was pricing it, i.e. the scenario of ‘no/delayed 

pivot’ which refers to the point where the central bank starts 

reducing interest rates again. We moved part of this allocation to 

the Brown Sustainable Total Return Bond fund and the remainder 

into cash. Again, this has been positive for performance over the 

period. We also increased our exposure to the Brevan Howard 

Absolute Return Government Bond fund which has performed 

well, capitalising on the volatility we have seen in markets.

We moved the majority of the allocation of cash in portfolios into 

a cash fund run by Institutional Cash Series (ICS) plc. Holding this 

ICS Liquidity fund in portfolios enables us to benefit from the 

yield produced by cash, but also enables us to adhere to the 

relevant sustainable exclusions we have across the portfolio’s 

range, including thermal coal, tobacco and weapons. We have 

been conducting considerable analysis on the money market, 

liquidity, and cash funds available to hold on the platforms. 
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Important information
LGT Wealth Management UK LLP is authorised 
and regulated by the Financial Conduct Authority 
(“FCA”). Our regulation details are set out in 
the FCA register: Firm Reference No: 471048; 
register.fca.org.uk/. Registered in England and 
Wales: OC329392. Registered office: 14 Cornhill, 
London, EC3V 3NR.
 
LGT Wealth Management Jersey Limited is 
incorporated in Jersey and is regulated by the 
Jersey Financial Services Commission in the 
conduct of Investment Business and Funds 
Service Business. Registration number: 102243; 
www.jerseyfsc.org/industry/regulated-entities, 
Registered office: 30-32 New Street, St Helier, 
Jersey, JE2 3TE
 
LGT Wealth Management US Limited is authorised 
and regulated by the Financial Conduct Authority 
and is a Registered Investment Adviser with the 

US Securities & Exchange Commission (“SEC”). 
Our regulation details are set out in the FCA 
register: Firm Reference No: 585547; register.
fca.org.uk/ and the SEC Investment Adviser 
Public Disclosure: www.adviserinfo.sec.gov/
IAPD/Default.aspx. Registered in England and 
Wales: 06455240. Registered Office: 14 Cornhill, 
London, EC3V 3NR.
 
This publication is marketing material. It is for 
information purposes only. Certain services 
described herein are not available to retail 
clients as defined by the FCA or the JFSC, as 
applicable; please speak to your investment 
adviser for further clarification in this regard. All 
services are subject to status and where local 
regulations permit. The wording contained in 
this document is not to be construed as an offer, 
advice, invitation or solicitation to enter into any 
financial obligation, activity or promotion of 
any kind. You are recommended to seek advice 

concerning suitability from your investment 
adviser. Any information herein is given in good 
faith, but is subject to change without notice 
and may not be accurate and complete for 
your purposes. This document is not intended 
for distribution to, or use by, any individual or 
entities in any jurisdiction where such distribution 
would be contrary to the laws of that jurisdiction 
or subject any LGT Wealth Management entity to 
any registration requirements. When we provide 
investment advice it is on the basis of a restricted 
approach that is to say, whilst we review and 
advise on retail investment products from the 
whole of the investment market.

Investors should be aware that past performance 
is not an indication of future performance, the 
value of investments and the income derived 
from them may fluctuate and you may not receive 
back the amount you originally invested.

For further information please contact: 

Esther Clark

+44 (0)20 3207 8007 

esther.clark@lgt.com

10



 “ Although fossil fuel 
investments have benefited 
from this year’s unpredictable 
events, we continue to see 
investment into clean energy 
as the strongest and most 
attractive investment case.”

Phoebe Stone, Head of Sustainable Investing
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