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Markets have recorded an exceptionally challenging first half of the year, with the MSCI All
Country World Index -20.2% to 30 June 2022, as expectations around global economic growth
were revised lower. Russia’s invasion of Ukraine dominated headlines, the war has taken a
horrible human toll, upending lives, and has contributed to food and energy insecurity. Russia
is a major energy and commodity producer and escalations of tensions in the conflict led to a
spike in the price of agricultural products, industrial metals and minerals, and oil. This spike
has exacerbated anxieties about global supply shortages, adding to inflationary pressures and
acted as a headwind to economic growth expectations, especially in Europe.

Market concerns about aggressive interest rate hikes, and inflation, coupled with slowing economic
growth, were exaggerated by a mixed earnings picture. Earnings updates from US retailers
highlighted rising costs and shrinking corporate profits as companies struggle to pass higher
prices on to consumers.

Central banks around the world are responding to rising inflation through monetary policy
tightening, with expectations that the US Federal Reserve will increase rates significantly further
over the next 18 months. Elsewhere, concerns over further lockdowns in China as part of its zero-
covid policy dampened the growth outlook for the world’s second-largest economy.

The macro environment is explored in further detail in BlackRock Investment Institute’s midyear
outlook ‘Back to a volatile future'. In the second half of 2022, we see opportunities for themes that
stand to benefit in three main areas: transition investing, dispersion in growth stocks, and learning
to live with rising inflation.

Sector performance YTD

For illustrative purposes only. Any opinions, forecasts represent an assessment of the
market environment at a specific time and is not intended to be a forecast of future
events or a guarantee of future results.
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The figures shown relate to past performance. Past performance is
not a reliable indicator of current or future results.
Source: Refinitiv Datastream, MSCI and BlackRock Investment Institute.
July 1st, 2022 in USD. Index performance returns do not reflect any
management fees, transaction costs or expenses. Indices are unmanaged
and one cannot invest directly in an index. Based on respective sector
indices of MSCI and MSCI All Country Word index.
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Key trends

Transition  
Investing

The world is at an early stage 
in the transition to net zero 
carbon emissions, which is 

driving a redirection of capital.
The transition is being driven 

by cost advantaged 
technologies and supported by 

a global alignment on the 
issue and a focus on energy 

security.

Global Clean

Smart City

Sustainable Energy

Agribusiness

Nutrition

Circular Economy

Robotics

Digital Security

FinTech

Next-Generation  
Technology

Any opinions, forecasts represent an assessment of the market environment at a specific time and is not intended to be a forecast of future events 
or a guarantee of future results. This information should not be relied upon by the reader as research, investment advice or a recommendation.

Living with 
inflation

Supply chain disruptions 
driven by the pandemic and 
shocks to energy and food 

prices have led to 
considerably higher levels of 

inflation. This near-term 
backdrop could be supportive 

for commodity-related 
structural themes.

Dispersion in 
growth

Equity markets have delivered 
divergent performance, with 
few key areas doing well. We 
focus on opportunities in the 

growth segment that are 
positioned to benefit from the 

events.
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The Multi-thematic portfolio approach
In our opinion, the recent market downturn has
highlighted the need to bring a diversified, risk-
conscious approach to combining themes into a
coherent portfolio.
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Thematics Industry Update

Flows into thematic industry eased in the
first half of 2022 after an extraordinary 2021,
where the industry raised over US$94.9bn.
The continued market uncertainty and a shift
from growth to value equities, led to outflows
from the sectors of -US$5.0bn, driven by the
active products. Investors displayed their
preference for ETFs as passive funds
contributed to US$2.7bn in inflows. As at the
end of June, the thematic industry stood at
US$261.8bn.

Strong flows into sustainable related themes
including ecology, water, and sustainable
energy gathered over US$1.2bn, displaying
the continued investor interest in
sustainable funds. On the contrary,
technology and consumer-related funds
continued to see withdrawals as investors
remain concerned about the  
economic growth outlook for

dampened  
the global

economy. Elsewhere, funds within the
nutrition theme, a relatively value-focused
theme, gathered over US$1.7bn. The
nutrition theme saw the strongest year-to-
date AUM organic growth of 21%, whilst
fintech and future consumer fell by -16% 
and -15% respectively.

The views expressed in this paper reflect those of BlackRock’sThematics platform and should not be construed as a BlackRock houseview. Source: 
Morningstar, 30 June 2022

Source: Morningstar, June 2022. For illustrative purposes only. Forward
looking estimates may not come to pass. This information should not be
relied upon as research or investment advice regarding any particular
funds, strategy or security. All amounts are expressed in USD.

“ Sustainability is the number  

one global agenda item today.
Every major economy is 
addressing the issue in one 
form or another. Innovation and 
technology advancement will 
be key contributors to this 
change.”

Evy Hambro
Global Head of Thematic and Sector 
Investing
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Multi-Theme

Inflation, the sustainable transition, and
technology have been at the center of
conversations since the beginning of the
year. While higher raw materials prices may
be seen as a headwind for renewables, the
high oil and gas prices conversely make
lower-cost renewables more attractive
propositions.

The current urgency for European countries
to reduce dependency on Russian energy
supply, while being able to meet their 2030
emissions reduction commitments provides
strong tailwinds to sustainable energy
exposures. As a by-product of cleaner energy
mixes and  the  need  to  increase energy
efficiency, circular economy and
infrastructure themes can also be
considered as long-term strategic plays in
thematic portfolios.

The current inflationary regime increases the
need for investors to introduce hedges to
protect their portfolios from rising prices,
directly or indirectly through exposures to
inflation-sensitive assets such as
commodities. In the context of a multi-
thematic portfolio, commodity-related

protections, although tactical
themes have proven to be efficient

insights
recently started to point at valuations getting
stretched.
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Global Value vs growth equities

U.S Recession 

Source: Refinitiv Datastream and MSCI, BlackRock Investment 

Institute, July 2022. The line shows the relative performance of
the MSCI World Value Index versus the MSCI World Growth Index.
An increase in level means value is outperforming growth, Index is
rebased to 100. The figures shown relate to past performance.
Past performance is not a reliable indicator of current or future
results. Index performance returns do not reflect any management
fees, transaction costs or expenses. Indices are unmanaged and
one cannot invest directly in an index.

Finally, while we have seen the tech sector
broadly suffering from a rotation from
growth to value in line with rising rates, what
matters most in a supply-driven inflationary
environment is the ability of companies to
preserve margins.
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Value 
outperforming

The Multi-theme strategy is designed to
weather as best possible this kind of
environment by constructing a portfolio
of themes that complement each other in
terms of risk characteristics. For
example, thematic exposures such as
global water tend to be more resilient
and complement growth-oriented
themes such as fintech. We see this risk
management approach as essential to
build efficient portfolios and navigate
various market environments.
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Transition Investing

Clean Energy
The power sector generates an estimated
24% of global greenhouse gas emissions. 2

Amid the ongoing debate on how best to
reduce the segment’s carbon footprint,
technological advances and economies of
scale have resulted in renewable electricity
production becoming the most cost-effective
solution globally. 3 This means that beyond
the emissions argument the financial angle
is now a sufficient reason to prioritise
renewables.

Further, the energy independence argument
has gained greater stature with the ongoing
disruption to European gas supply and
increase in prices since the War in Ukraine.
New additions to capacity are set to
accelerate but remain well below the levels
required to meet net-zero targets.
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Annual renewable capacity additions (GW)

Net Zero transition case 
Accelerated case 
Historical/base case
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Source: IEA “Net Zero by 2050” and “Renewables 2021”. This
information should not be relied upon by the reader as research,
investment advice, or a recommendation. Forecasts may not come to
pass.

Sources: 1  Energy & Climate Intelligence Unit “Taking Stock: A global assessment of net-zero targets”, 2021  2 Our World in Data, 2020  ; 3 World 
Economic Forum,December 2020 ; Forecasts may not come to pass.

Without a successful green“ transition everywhere,

climate risk is unmanageable
anywhere.”

Paul Bodnar
Global Head of Sustainable 
Investing

The world is at an early stage in the
transition to net zero carbon emissions,
which is driving changes in many markets
and redirection of capital. These changes
will affect how we generate energy, how
we seek to produce goods more
sustainably, and how we live and work and
we expect to lead to investment
opportunities. The transition is being
driven by cost advantaged technologies
and supported by a global alignment on
the issue with over two-thirds of the
global economy committed to net zero
emission targets1, further supported by a
focus on energy security.
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Transition Investing

Sustainable Energy
The sustainable energy theme is a key part of
the transition to a net zero economy. In
addition to the longer-term structural drivers
of the theme, we see specific near-term
catalysts.

Higher energy prices increase the relative
attractiveness of lower cost renewable
energy and energy efficient solutions.
Europe’s drive to diversify away from Russian
natural gas will require an acceleration in
investment into wind and solar power and to
using energy more efficiently. This may be
supported by EU Green Deal related funding,
expected from H2 2022, many aspects of
which are aligned with energy independence.

Within clean transportation, policy support
towards Electric Vehicles (EVs) remains
strong, with China announcing a new
stimulus directed at the auto sector. The
industry has been supply constrained
through COVID and unable to meet the
rising consumer demand for EVs.

Per our analysis, sustainable energy
companies have seen share prices move
lower along with other growthier sectors and
we see fundamentally strong companies,
positively aligned with the energy transition
trading on valuations not seen since March
2020.1

Smart City Infrastructure
Cities consume 78% of the world’s energy
and produce more than 60% of greenhouse
gas emissions.2 These ratios are likely to
increase alongside urbanisation, with global
cities expected to welcome 2.5B new city-
dwellers by 2050.3 Smart city technologies
and infrastructure aim to not only reduce the
emissions intensity generated by cities but
improve urban sustainability and broader
quality of life.

Global policymakers are now actively funding
the smart city transition, as they seek to
reignite growth through infrastructure
spending, with an eye towards sustainability
– see below. Increased investment in this
space bodes well for smart city infrastructure
companies in 2022 – and beyond.

We think markets may 
underestimate opportunities at 
times of change, such as the energy 
transition. With disruptive themes, 
there are typically many losers so 
the key as investors is to identify the 
few big winners.”

Charlie Lilford
Co-Portfolio Manager

“ 1. The US Infrastructure Investment and 
Jobs Act, Nov 2021

2. The EU’s NextGen economic recovery 
package, July 2020

3. China’s 14th Five-Year Plan (2021-
2025), August 2021

Sources: 1 BlackRock research, as of July 2022.  2. United Nations
website, last visit  on 22 August 2022. 3 United Nations “2018
Revision of World Population Prospects”, as of 16 May 2018.
Forecasts may not come to pass. 7
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Living with Inflation

Nutrition
Agricultural and fertilizer prices have seen a
substantial price rise on the back of
concerns. Rising food inflation creates
opportunities for companies across the food
supply chain to provide innovative solutions.
The emergence of new technologies, such as
precision agriculture, assists in providing
less resource-intensive farming, increasing
yield from the farmland available helping
tackle supply chain issues we are currently
facing. Furthermore, surveys conducted
indicated the resilient demand for
sustainably produced food by consumers.
We see consumers conscious about their
eating choices with an increased focus on
plant-based diet and wellness. We believe
this trend will remain sustained despite the
higher inflationary environment.
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How important to eat a 
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environmental…
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Source: UK Food Standard Agency, Healthy and Sustainable Diets 
consumer poll, August 2021.

Importance to consumers of eating healthy and 
sustainable foods
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Sources: BlackRock Investment Institute, U.S. Bureau of Economic
Analysis and U.S. Bureau of Labour Statistics, with data from Haver
Analytics, March 2022. Notes: The chart shows the standard deviation of
the annualized quarterly change of U.S. real GDP and the core Consumer
Price Index.
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• Real GDP growth
• Core CPI inflation

3

Supply chain disruptions driven by the
pandemic and shocks to energy and food
prices have led to considerably higher
levels of inflation. In May 2022, global
inflation was at its highest since 2008,
and we expect inflation levels to remain
elevated through 2022, settling above

8

pre-covid  
backdrop

levels. This near-term  
could be supportive for

commodity-related structural themes.
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Living with Inflation

Circular Economy
Circular economy solutions offer companies 
a new way of living with higher inflation in

addition to addressing sustainability
challenges around waste, carbon, and
biodiversity protection.

The increase in raw material prices, whilst
positive for the producers of those materials
can be a challenge for companies reliant on
them for inputs. In a circular economy, the
need for virgin material as inputs is reduced
through recycling and reuse. More
companies are recognising the benefits of
moving to a circular business model, not only
for the positive environmental reasons and
potential for carbon emissions reduction, but
also for clarity around cost and availability of
supply. Higher inflation should, in our view,
provide a catalyst for faster adoption of
circular solutions.

Outside of energy, it is increasingly
recognised that circular solutions offer a
path to decarbonisation for building
materials, manufacturing, and agriculture.

Agribusiness
After almost a decade of steadily declining
agricultural commodity prices, 2021 saw a
major inflection upwards, contributing to
rising global inflation. And the War in Ukraine
has only exacerbated shortages and
inflation. Rising prices has allowed farmers
to re-invest in productivity-enhancing
technologies. Improving crop yields will be
essential to navigate the needs of a growing
global population amid increased volatility in
weather patterns due to climate change.
Highlighting this, so far in 2022, droughts
and severe weather events have plagued
agricultural regions in India, the Western US,
and Southern Europe, to name just a few.

Recovering Agri-commodity prices 
boosting equipment sales

95%
85% 88%

74%
68%

25%

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Energy saved using recycled materials.
Compared with manufacturing using virgin 

materials

Source: As at January 2021, US Energy Information Administration,
International Copper Study Group, Association of Plastic Recyclers, Glass
Packaging Institute, US EPA.
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Sources: Bloomberg, as at 30/06/2022
This information should not be relied upon by the reader  as research, 
investment advice, or a recommendation.
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Dispersion in Growth

Automation & Robotics
The long-term case for automation & robotic
growth is clear: labour unit costs continue to 
increase globally, while improving 
capabilities drive the cost of robotics 
downwards, reducing barriers to 
substitution. An important nearer-term 
driver is the acute labour shortage impacting 
numerous industries and markets. The 
pandemic and years of trade disputes have 
driven a rethink in global supply chains, with 
a view to ‘onshoring’, or bringing production 
closer to demand – yet at the same time, 
firms globally are struggling to fill vacancies 
amid a tight labour market. This narrative 
has taken on further urgency: recent 
geopolitical events highlight the need for 
“just-in-case” production capacity. This 
backdrop could support increased robotics 
adoption: indeed, the latest data for Q1 2022 
showed North American robotic orders up 
28% year-on-year.1

Digital Security
The rise in geopolitical tensions has only 

increased the focus on potential cyber 
attacks. In this environment, Digital security 
has taken on a national and supra-national 
scope: the US’s Cybersecurity & 
Infrastructure Security Agency has issued a 
‘Shields Up’ recommendation2 for all 
companies to adopt a heightened digital 
security stance, while North Atlantic Treaty 
Organization’s (NATO) latest strategy 
document3 wraps cybersecurity more tightly 
into the Alliance’s strategy. These measures 
stand to benefit the cybersecurity companies 
that can defend our digital infrastructure.

Elevated job vacancies globally could favour 
increased automation & robotics

Equity markets have delivered divergent
performance, with few key areas doing
well. The energy sector remains one such
sector outperforming global markets, with
information technology down. The market
rotation from growth to value has been a
headwind for some of the growth-focused
funds. We focus on opportunities in the
growth segment that are positioned to
benefit from the major technology trends
and innovation, where valuations have
retraced to pre-pandemic levels.

-

2

4

6

8

10

12

US (mln) 

Germany (x100k)

UK (x100k)

Switzerland(x10k)

Sources: 1 Association for Advanced Automation website; 2: https://www.cisa.gov/shields-up ; 3 
https://www.nato.int/cps/en/natohq/official_texts_196951.htm?selectedLocale=en , June 2022
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Source: Bloomberg, as at 30/06/2022;. This information should not be relied 
upon by the reader as research, investment advice, or a recommendation
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Dispersion in Growth

Next Generation Technology
Many areas of the technology sector are
currently trading at pre-pandemic multiples,
with drawdowns in key areas of the market
such as software providing a significant
opportunity.

Areas such as fintech display supportive
tailwinds, such as continued room to run in
penetration of many products and services.

Maturing businesses and increased
competition in areas like internet and
services may lead to increased dispersion
going forward, requiring a more in-depth
understanding of company-specific drivers
and risks than has been needed over the past
decade.

FinTech
We see structural growth in the digital 
payment and banking space which was 
driven by the Covid-19 pandemic which 
encouraged consumers to utilize digital 
financial solutions over in-person services. 
Young generations, in particular, have a 
preference for digital offerings and we see
this trend continuing to grow as consumers 
adopt fintech trends that were not widely 
available a decade ago.

Blockchain technology is another area within
fintech that is having an impact in multiple
areas of the financial system. Lastly, per our
analysis fintech is trading at a material
discount relative to broader indices which
presents a potential opportunity to invest in
beneficiaries of the theme without paying the
big valuation premiums.

4

3

2

1

0

5

6

7

8

Technology Multiples (Enterprise Value to 
Revenue)

Source: Displaying the team’s proprietary universe of >2000
companies. Source: FactSet and BlackRock June 30th, 2022.
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Capital at risk. The value of investments and the income from them can fall as well as rise and are not
guaranteed. Investors may not get back the amount originally invested.

Past performance is not a reliable indicator of current or future results and should not be the sole factor of
consideration when selecting a product or strategy.

Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase.
Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an investment may
fall suddenly and substantially. Levels and basis of taxation may change from time to time.

Important Information.

This material is prepared by BlackRock and is not intended to be relied upon as a forecast, research or investment
advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment
strategy. The opinions expressed are as of July 2022 and may change as subsequent conditions vary. The information
and opinions contained in this material are derived from proprietary and non-proprietary sources deemed by
BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty
of accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including
responsibility to any person by reason of negligence) is accepted by BlackRock, its officers, employees or agents. This
material may contain ’forward looking’ information that is not purely historical in nature. Such information may
include, among other things, projections and forecasts. There is no guarantee that any forecasts made will come to
pass. Reliance upon information in this material is at the sole discretion of the reader. This material is intended for
information purposes only and does not constitute investment advice or an offer or solicitation to purchase or sell in
any securities, BlackRock funds or any investment strategy nor shall any securities be offered or sold to any person in
any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such
jurisdiction. Investment involves risks. Past performance is not an indication for the future performance.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed
by the Securities and Futures Commission of Hong Kong.

No part of this material may be reproduced, stored in retrieval system or transmitted in any form or by any means,
electronic, mechanical, recording or distributed without the prior written consent of BlackRock.

©2022 BlackRock, Inc. All Rights Reserved. BLACKROCK is a registered trademark of BlackRock, Inc. or its subsidiaries
in the United States and elsewhere. All other trademarks are those of their respective owners.

Risk Warnings
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