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A cascade of important developments around the pandemic, US politics and Brexit made 
the final three months of 2020 very busy indeed. 

A Brexit trade deal was done, the US elected Democrat Joe Biden as its next President, Congress agreed a new American stimulus 
package and several vaccines were announced as viable. All of this helped bring a bit of light to a dark global situation and spurred 
stock markets higher in anticipation of a better 2021.

Since quarter-end, that sheen has come off somewhat. The Brexit deal has led to difficulties supplying Northern Ireland with food 
and caused all manner of bureaucratic annoyances. Soon after the Democrats won the Georgian Senate races, giving them control 
of Congress, an angry mob stormed the Capitol in an attempt to prevent the ratification of the election. And despite many nations 
rolling out vaccines, more infectious strains of COVID-19 have sent case numbers spiking once again.

Through all that, your fund has roughly doubled in size over the quarter as more investors buy into our strategy. So it really has been 
a busy few months for us, putting that cash to work across our portfolio. 

3 months 6 months 1 year 31 Dec 18-
31 Dec 19

Since launch 
(19 July 18)

Rathbone Global Sustainability Fund 11.4% 21.5% 32.2% 24.8% 47.0%

IA Global Sector 9.6% 14.2% 15.3% 21.9% 25.4%

FTSE World Index 8.6% 12.1% 12.7% 22.8% 26.4%

Source: FE Analytics; data to 31 December, I-class, mid price to mid price.

These figures refer to past performance, which isn’t a reliable indicator of future returns.

The value of your investments and the income from them may go down as well as up, and 
you could get back less than you invested.



Some exciting additions  

We spent a bit of time buying more shares in our existing 
holdings as our fund grew, but we also increased the relative 
sized of our position in academic-journals and information-
analytics business RELX during the quarter. We did this because 
we believed its price was more attractive after a period of weak 
performance compared with the wider stock market. We believe 
RELX’s long-term opportunities remain robust and expectations 
for its scientific research business, which makes up a third of 
sales, are now too low.  

We also bought several new stocks over the quarter. The first is 
PayPal, the US-listed payment processing business. We believe 
the company is extremely well positioned to make the most 
of changing consumer payment preferences. PayPal’s strong 
franchise in online payments seems pitch-perfect for the recent 
ramp up in e-commerce. That’s because the recent COVID-
driven leap in online shopping is only a change in quantum, 
not direction. Retail spending has been steadily shifting 
online for years, and PayPal has been developing its business 
with that digital future in mind. The upheaval that was 2020 
introduced so many new millions of people to the possibilities 
and conveniences of online shopping. They are unlikely to go 
back; they will instead start to do yet more digital spending as 
they grow in confidence and more businesses offer the option. 
We think this will create its own momentum to power yet more 
growth in online spending. We think that the market continues 
to underappreciate the potential scale of this shift, given the 
relatively low penetration online retail has globally. From a 
sustainability perspective, PayPal has a number of programmes 
promoting financial inclusion in developing and developed 
markets, and it works with external partners to help low-income 
entrepreneurs succeed.  

Another addition was Canadian business Ballard Power 
Systems, which has been designing and making fuel cells for 
many years. We think the opportunities for increasing use of fuel 
cells in global transport infrastructure are massive. In a number 
of applications, this technology allows greater use of hydrogen 
as a viable renewable power source. Larger vehicles, such as 
trucks and buses, are particularly alluring markets for fuel cell 
technology. Ballard has strong relationships with a number 
of automakers, which should help with designing quality 
hydrogen solutions that vehicle manufacturers can more easily 
incorporate into existing designs. We believe barriers to entry in 
the haulage fuel cell space are underappreciated for that reason. 
Hydrogen is likely to play a critical role, alongside electrification, 
in revolutionising the global transport fleet and drastically 
reducing its carbon emissions.  

Trex is a US company that makes composite decking products 
that are sold all round the world. Composite decking uses 
over 90% recycled materials and is an aesthetically attractive 
alternative to wood. Penetration in its main US market is 
still relatively low, at about 20%. It also has the potential to 
expand its smaller overseas business as well. We think there 
is a multi-year opportunity for Trex to convert consumers. 
Its management team has built up an excellent distribution 
pipeline, selling through independent DIY and trade stores 
as well as large retail chains. We have been positive on the 

US housing cycle for a while and think spending on these sorts 
of DIY products is likely to continue increasing for some time. 
Trex offers a clear opportunity to improve resource use. It beats 
wooden decking hands down: the amount of greenhouse gas 
and air pollutants is roughly halved compared with treated 
wood products, and the amount of acidification and ecological 
toxicity is slashed by about 90%. Trex lasts much longer too.

We also purchased a position in Orsted, the Danish renewable 
energy company. Orsted was one of the first energy businesses 
to fully divest its carbon assets and it has become one of the 
global leaders in offshore wind. We think momentum in wind 
power will continue in the coming years, so Orsted should 
benefit, given its proven ability to build and operate large-scale 
projects all around the world. Given the increasing complexity 
of large-scale, deep-water and, potentially, floating projects going 
forward, we believe that the moat around Orsted’s business 
should become even more durable. 

Trimming some, cutting others

We reduced our position in US-listed Thermo Fisher Scientific, 
whose medical devices can be found in most commercial, 
governmental and academic laboratories. The company should 
continue to benefit from sustained demand for its testing and 
diagnostics services, but we wanted to move some of our money 
into more cyclically exposed business following the news in 
November of the viability of Pfizer’s vaccine. 

Another reduction was to our position in American cleaning 
products and household brands manufacturer Clorox. Similar to 
Thermo Fisher, Clorox has benefited from sustained demand for 
much of its portfolio — particularly its disinfectant products. We 
think that the medium-term outlook for the business remains 
strong, but we re-allocated some of our position into more 
cyclically exposed areas of the market.

We exited our position in Kingspan, the Irish-listed building 
products and insulation business. We believed that investors’ 
valuation expectations had become too elevated, given the 
outlook for the next five years or so. 
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We also completely sold our holding in US Bancorp. US Bancorp 
is a well-run mid-level bank that caters to its solid niche of 
the American main street, but we have come to believe that 
its prospects will be much more challenging following the 
Federal Reserve’s (Fed) reaction to the pandemic. By slashing 
the Fed Funds interest rate from 1.75% to 0.25%, the Fed has 
made it harder for banks to generate profits on the margin 
between the rates it pays depositors and the rates it charges 
borrowers. In that new environment, we see more interesting 
opportunities elsewhere.  

The last sale we made was Italian medical technology business 
DiaSorin. An excellent performer throughout 2020, it was one of 
the first businesses to develop COVID tests. Long-run valuation 
expectations became too elevated for us, however, so we exited 
the position. We are keeping a close eye on DiaSorin, though, 
as we continue to believe in the management team and its core 
business. We would just prefer a more enticing price.

We’ll get there

As we write, we are all still locked up at home. When we first got 
word of this virus, few of us would have imagined that we would 
still be struggling to deal with its fallout a full year on. If you did 
call this, well done, you are an oracle!

But seriously, it’s a tough time for us all. We’re shut off from 
our families, from our colleagues and from the lives we used to 
know. Sometimes you catch yourself wondering if we will ever 
get through this and emerge from our hibernation. Or fearing 
that key workers will forever have to put themselves in peril 
each time they go to work. If you are one of those workers, we 
want to say thank you. The work you are doing is immense, and 
even in our glummest periods we have faith that this will pass 
because of people like you. Whether you’re on the front lines of 
our stretched NHS, or a firefighter, police officer, or working in 
a supermarket or filling e-commerce orders, a binman or taking 
the commuter train each day to an office to ensure vital systems 
continue, you are risking your health to ensure life goes on for 
the rest of us. We won’t forget it. And we are going to bat for key 
workers, in terms of pay and safe working environments, with 
the companies we hold as well.
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Any views and opinions are those of the investment manager, and coverage of any assets 
held must be taken in context of the constitution of the fund and in no way reflect an 
investment recommendation. Past performance should not be seen as an indication of 
future performance. The value of investments and the income from them may go down as 
well as up and you may not get back your original investment.

It will take a good few months to roll out the vaccines around 
the world, so inoculation and the change it should bring 
won’t come on suddenly. When we start to emerge from this 
strange period, it seems ever more likely that it will be gradual, 
and perhaps in stages. It’s been a long, dark year, but we are 
optimistic about the future and the potential to do some good 
through the investments we can make on your behalf, while 
trying to give you strong returns as well. 


