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Important Notice

This presentation is not, nor is it intended to be, a personal recommendation, advice on investments or an offer or solicitation to buy or sell financial instruments or other 

investment or banking products. Nothing in this presentation is intended to constitute, or be relied upon as, financial, investment, legal or tax advice. You should consult 

your own advisers on such matters as necessary.

All reasonable care has been taken to ensure that the facts stated in this presentation are accurate and that any forecasts, opinions and expectations are fair and 

reasonable.  In preparing this presentation we have only used information sources which we believe to be reliable.  However, the information contained in this 

presentation has not been independently verified and accordingly we do not warrant or represent that it is complete or accurate. No reliance should be placed on the 

accuracy or completeness of the information.

Please note the stated date of preparation.  The information contained in this presentation may become incorrect due to the passage of time and/or as a result of 

subsequent legal, political, economic or other changes.  We do not assume responsibility to indicate or update you of such changes and/or to prepare an updated 

presentation.  We do not assume liability for the realisation of any forecasts contained in this presentation or other statements on rates of return, capital gains or other 

investment performance. By accepting this presentation document and/or attending this presentation, you agree to be bound by the provisions and the limitations set out 

in, or imposed by, this presentation document and to keep permanently confidential the information contained in this presentation or made available in connection with 

further enquiries to the extent such information is not made publicly available (otherwise than through a breach by you of this provision). The distribution of this 

presentation document in jurisdictions other than the United Kingdom may be restricted by law and persons into whose possession it comes should inform themselves 

about, and observe, any such restrictions. Any failure to comply with these restrictions may constitute a violation of laws of any such other jurisdiction.

Nothing contained in this Important Notice shall exclude or restrict any liability for which we are not permitted to exclude or restrict by the Financial Conduct Authority, 

under the Financial Services and Markets Act 2000, or any other applicable regulatory authority or legislation. Berenberg is deemed  authorised and regulated by the 

Financial Conduct Authority (firm reference number 222782). The nature and extent of consumer protections may differ from those for firms based in the UK. Details of 

the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the 

Financial Conduct Authority’s website.

For the explanation of used terms please visit our online glossary at http://www.berenberg.de/en/glossary

Copyright

Joh. Berenberg, Gossler & Co. KG (the Bank) reserves all the rights in this document. No part of the document or its content may be rewritten, copied, photocopied or

duplicated in any form by any means or redistributed without the Bank’s prior written consent.

© 2021 Joh. Berenberg, Gossler & Co. KG

As of: 03 August 2022
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Summary:

• Rates and rate 

expectations increase 

significantly

• Equity valuations come 

down across the board

• Russia’s unrelenting 

invasion of Ukraine 

prolongs commodity 

inflation

• Economic growth beginning 

to slow

Q2 Review

Global rate rises and high inflation weighs on risk assets:

• Central banks increased the magnitude and frequency of interest rate rises as policymakers became 

more aggressive in their approach to tackling inflation

• Equity valuations have fallen as markets digest the prospect of weaker economic growth from the margin 

pressures of inflation and increased borrowing costs from rate rises

• Russia’s invasion of Ukraine showed little sign of abating, propagating existing disruption in the supply of 

energy and agricultural commodities

Market reaction:

• Markets reacted to the prospect of negative consequences for economic growth, as equities from most 

regions and across both growth and value fell

• The increases in rates meant bond yields rose in tandem, leading to fixed income experiencing a difficult 

quarter, with corporate bonds faring worse as the growth outlook widened credit spreads

• Rising US real yields caused gold to fall in dollar terms, however the strength of the dollar meant the 

precious metal finished about flat for the quarter for sterling based investors

Outlook

• The rapid re-adjustment of interest rate expectations is expected to slow economic growth, which has 

inevitably impacted corporate earnings and by proxy equity markets overall.

• Persistent high inflation prints and ongoing supply disruptive events such as the war in Ukraine mean 

central banks are unlikely to take their foot off the gas soon 

• While we still believe we should see a more stable growth environment towards the latter half of the year, 

the conflict in Ukraine in conjunction with central bank action has the potential to become demand 

destructive and thus our stance has become more cautious than previously.
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Central banks ramp up rate rises

• While the hiking cycle for most central banks kicked off in the first quarter, the 

second quarter significantly ramped up expectations for future hikes

• Policymaker action has shifted form a more sanguine approach to an aggressive 

one to curtail prolonged levels of high inflation

• Rate expectations for the end of 2022 in the US started the quarter at 2.5%, which 

moved all the way up to 3.5% by the end of the quarter

• Markets now expect rate rises to top out in mid 2023 and from then onwards 

markets are already pricing in rate cuts in the UK and the US 

Valuations pull back but earnings still vulnerable

• High inflation prints and rate rises have sent several major indices across 

developed markets into technical bear markets where index levels fall over 20%

• Analysts estimates of earnings have not kept pace with the price action of equities 

and therefore valuations across the board have fallen 

• Equity valuations on a forward price-to-earnings ratio for most developed markets 

are now below their 10 year average

• The upcoming reporting season will prove crucial for equity markets, as the ability 

of corporates to deal with wage pressures and rising input costs will become clear

Disruption in the global commodity supply continues

• Russia’s invasion of Ukraine has shown no signs of relenting, which has meant 

both energy and agricultural commodities that the nations are prevalent in continue 

to show significant disruption in supply

• Russian natural gas supplies to Europe have fallen significantly in the wake of the 

invasion, which has left gas importers such as Uniper in Germany on the brink of 

requiring a government bailout

• Discussions have begun to attempt to cap the price of Russian oil between $40 and 

$60 a barrel as nations seek to limit Russian oil revenue while minimising the 

impact on their own economies

Market Review & Outlook

Q2 2022 Key Themes

Forward price-to-earnings ratio of global indices

Central bank base rates implied by the swap futures market

Source: Bloomberg, MSCI

Source: Bloomberg
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Recession increasingly likely in most major regions

• Despite strong fundamentals, a series of negative shocks appear to have derailed the economic recovery

• Increasingly the developing economic growth story is dominating inflation fears

• Inflation remains high but inflation expectations are beginning to falter

• Monetary policy makers have acted aggressively to defend their credibility in the face of large overshoots versus target

Equity allocation continue to be modestly overweight

• We have a underweight position in equities given the difficult outlook, but overly pessimistic investors could get caught out

• Lower corporate earnings are not yet fully priced and policymakers continue to withdraw liquidity from bond markets

• Sentiment is weak, valuations low, supply restrictions and inflation expectations easing and monetary policy likely to turn easier

Equity style

• Equity valuations have fallen significantly but earnings are likely to be downgraded

• Whilst market participants anticipate changes in the growth and inflation regime, sector leadership is going to vary

• On a long-term view, our exposure to quality companies with strong earnings growth profiles should help us outperform

Interest rate exposure remains unattractive 

• We retain a cautious approach to interest rate sensitivity but yields are becoming more attractive in nominal terms

• Government bonds are more attractive now and their diversification benefit has improved, but not in all scenarios

• We have increased duration moderately but it remains low relative to benchmark

Risks to our outlook 

• Supply side shortages and rising inflation particularly within commodities could persist longer than anticipated due to the conflict

• Central banks could tighten too aggressively to temper inflation, which could become demand destructive
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*Note: figures are taken from 31/12/2021– 30/06/22 ** Inception date is 06/03/17

Source: Berenberg Portfolio Management Programme (PMP). Please note past performance is neither an indicator of future performance nor a guarantee of future returns. The benchmark 

composition can be found in the appendix. 

Portfolio Update MAIF 1 & 2

2022 Performance Overview

Portfolio Manager Commentary

MAIF 1 – +16.0% vs benchmark +21.3% since inception                          -

18.7% vs benchmark -5.4 YTD*

MAIF 2 – +7.9% vs benchmark +7.2% since inception                          -

9.0% vs benchmark -6.9% YTD*

Performance :

• Equities formed the majority share of underperformance year to date, as rate 

and inflation expectations increased which was further exacerbated by the 

outbreak of the war in Ukraine

• Our style preference for quality growth single stocks underperformed in this 

market environment as markets rebased their rate expectations

We explain this further later in the presentation

• Bonds contributed negatively to performance as prices fell across the board as 

markets digested rate rises

Positioning :

• We have lowered our exposure to equities through the year. Predominately this 

was to reduce companies with cyclical business models which typically are 

suffer more in a potential economic downturn/slowdown (e.g. Xylem, Sika etc.)

• On the other side we have added/increased business with more secure growth 

perspective (Waste Connections, Royalty Pharma etc.)

• We have also added to the theme of renewable energies with companies like 

Energiekontor, SSE etc

• Through our higher exposure to quality & growing companies and small caps 

we have structurally a high variability to the benchmark, notably as the UK 

equity market is an exposure to lower growth and value equities

MAIF 2 Distributing*

MAIF 1 Distributing*
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MAIF 2 Performance (since inception)MAIF 1 Performance (since inception)

Portfolio Update MAIF 1 & 2

Performance Since Inception 
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Period: 06/03/2017 – 30/06/2022

7.9%

7.2%

*Note: performance figures are taken after fees and have been rounded to one decimal place.

**Figures have been taken from the time period of 06/03/17 – 31/12/17

Source: Berenberg PMP. Please note past performance is neither an indicator of future performance nor a guarantee of future returns. 

MAIF 1 benchmark: 

MSCI USA Net Total Return (13%)

MSCI Europe ex UK Daily Net Total Return (12%)

MSCI UK Net Total Return (40%)

iBoxx GBP Gilt 5-7 Yr Total Return (15%)

iBoxx Sterling Corp. 5-7 Yr Total Return (15%)

SONIA GBP 1 Month (5%)

MAIF 2 benchmark: 

MSCI USA Net Total Return (5%)

MSCI Europe ex UK Daily Net Total Return (5%)

MSCI UK Net Total Return (15%)

iBoxx GBP Gilt 5-7 Yr Total Return (35%)

iBoxx Sterling Corp. 5-7 Yr Total Return (35%)

SONIA GBP 1 Month (5%)

Portfolio* 2017 2018 2019 2020 2021 Since Inception
Compounded 

Annual Growth Rate 

MAIF 1 Mandate 7.7%** -5.2% 18.4% 13.1% 4.4% 16.0% 2.8%

MAIF 1 Benchmark 4.5%** -4.1% 12.8% 1.7% 11.6% 21.3% 3.7%

ARC Steady Growth Charity 9.4% -4.9% 15.6% 3.5% 12.3% 22.6% 4.0%

MAIF 2 Mandate 2.9%** -2.6% 9.0% 6.6% 1.9% 7.9% 1.4%

MAIF 2 Benchmark 2.2%** -1.5% 7.3% 3.7% 2.7% 7.2% 1.3%

ARC Cautious Charity 3.5% -2.5% 6.9% 3.6% 4.2% 8.2% 1.5%
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Top 5 Contribution Equity Gainers and Laggards: MAIF 1 MAIF 1 Distributing (LTM)

MAIF 2 Distributing (LTM)

MAIF 1 & 2 Overview

Top Positions and Asset Allocation

-1.88%

-1.28%

-1.27%

-1.09%

-0.82%

0.04%

0.08%

0.17%

0.19%

0.24%

-3.00% -2.00% -1.00% 0.00% 1.00% 2.00%

Paypal

Hellofresh

Stoneco

Wix.com

Netcompany

Alphabet

Compass Group

Danaher

Microsoft

Royalty Pharma

% Contribution to performance

Source: Berenberg PMP, as at 30/06/21 – 30/06/22
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Equity Controversy Flags Comparison

MAIF 1 Equity ESG Footprint

Overview
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Source: MSCI ESG Research LLC, own calculations and visualisations as at 30/06/22.

Equity Weighted Average Carbon Intensity (Scope 1 & 2 emissions in 

tCO2e/$m Sales multiplied by portfolio weight)

MSCI ESG Equity Ratings Distribution

Companies with an MSCI ESG Rating from CCC-B are considered to be laggards, ratings 

from BB-A are moderate and companies with a rating from AA-AAA are ESG leaders (CCC-

AAA). The chart includes the total ESG score of your equity holdings. Please note there are 

two holdings which are not rated in your portfolio (0.7%).   

Scope 1 refers to emissions from the company and Scope 2 includes emissions from 

purchased energy, such as electricity. Funds, alternative investments and money market are 

excluded. Carbon dioxide intensity is represented by the carbon risk multiple. A carbon risk 

multiple that is considered to be: very low is 0-15, low is 15-70, moderate is 70-250, high is 

250-525 and very high is equal to or over 525. . Please note there are two holdings in your 

portfolio (0.7%) which do not provide this data via MSCI ESG. 

Companies with orange flags have controversies that are examined in more detail in the 

form of engagement and with a comprehensive risk analysis. Red flags are excluded from 

investments. Please note there are two holdings which are not flagged in your portfolio 

(0.7%). 

Key Points:

• ESG Leaders in your portfolio include ASML and Croda International.

• ESG scores highlight potential strengths and weaknesses, but do not replace our 

own internal analysis, particularly for small and micro cap companies. Thus, there 

are companies with a low ESG scores that are not necessarily in line with what 

we believe, e.g. Royalty Pharma.

• Similarly, there may be companies with high MSCI ESG scores but a low 

controversy score which may prompt engagement, e.g. Experian. There are no 

red flags as per our ESG Policy.

• The weighted average carbon intensity indicates should be read in the context of 

the industries in which the portfolio holdings operate in as well as the nature of 

energy that is being used to fuel companies e.g. Equinix’s renewable energy 

coverage has been over 90% since 2018.
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MAIF 1 – The holdings‘ impactful contribution

Company Examples

Sustainable growth and innovationDemography and healthResponsible use of resourcesClimate change

Energiekontor has 

developed 

renewable energy 

plants with a 

capacity of over 1 

gigawatt in the UK, 

Germany and 

Portugal since its 

establishment. 

1500 tons of 

CO2 saved 

through 

reduced energy 

consumption in 

Equinix

cooling 

systems.

Royalty Pharma 

is engaged in 

investing in late-

stage 

biopharmaceutical 

products and 

clinical research.

Over 70% of 

HDFC Bank’s 

home loan 

approvals were 

granted to low-

and middle-

income 

customers in 

India. 

Ryman operates 45 

retirement homes 

with 8,538 retirement 

units. Ryman serves 

more than 13,200 

residents in New 

Zealand and 

Australia and has 

industry-leading 

patient care quality 

grades. 

By now, HelloFresh 

manages to produce 

72% less food waste 

per € revenue 

compared to 

traditional food 

retailers. The 

company is committed 

to further reduce the 

amount of food waste.

Source: Company reports, Berenberg Research, Corporate engagement

The payment 

service 

provider 

Worldline was 

one of the 

industry firsts’ 

to commit to 

carbon 

neutrality. 
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A&B Portfolio

Executive Summary
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Quality Growth investment philosophy has made performance challenging for 2022

• Markets have sold off growth stocks indiscriminately as well as valuations; our policy of investing in companies with stable finances and 

strong market share positions them well as investor sentiment moves from valuations to fundamentals

• “Value” and low growth stocks have showed more resilience, but we don’t believe these offer acceptable upside on the long term

• The benchmark allocation to UK brings a performance deviation which should narrow as quality growth recovers

Ethical approach intact for the long term but also brings near term headwinds

• Stronger performers globally have been energy stocks this year BUT

• Retaining energy sector permission would not have made much difference in performance – these stocks are generally no quality 

companies and unappealing for the long term

• Portfolio companies are evidently delivering positive impact for A&B; it is important to keep an eye on this despite the economic 

environment

Investment markets are beginning to show early signs of composure

• Interest rate policy is stabilising; finance will still be relatively inexpensive but just not at close to zero interest rates and this improves 

the outlook for fixed income as well as equity markets

• Ukraine has exacerbated the normalisation of the global economy post Covid; it is hard to forecast when this could ease but it will

• Our central thinking is that H2 will have a slow summer as earnings outlook settles and then a case for positivity as we head into Q4 
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Benchmark Composition
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MAIF 1

MSCI USA Net Total Return 13.00%

MSCI Europe ex UK Daily Net Total Return 12.00% 

MSCI UK Net Total Return 40.00% 

iBoxx GBP Gilt 5-7 Yr Total Return 15.00% 

iBoxx Sterling Corp. 5-7 Yr Total Return 15.00%

SONIA GBP 1 Month 5.00% 

MAIF 2

MSCI USA Net Total Return 5.00%

MSCI Europe ex UK Daily Net Total Return 5.00% 

MSCI UK Net Total Return 15.00% 

iBoxx GBP Gilt 5-7 Yr Total Return 35.00%

iBoxx Sterling Corp. 5-7 Yr Total Return 35.00%

SONIA GBP 1 Month 5.00% 


