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Guarded optimism 
We look back on a remarkably strong year for global equity markets, which despite a hesitant start 
delivered close to 20% returns by mid-December. Our Global Stars, Emerging Markets and Asian 
equity strategies have been performing successfully, all well above benchmark and high up in their 
peer group rankings1. 
 
Macro developments and policy moves caused serious mood swings amongst investors in 2023. 
Worries about higher for longer inflation leading to a recession were traded for optimism about a 
soft landing towards the end of the year. We see Federal Reserve chairman Powell’s guidance that 
several rate cuts are on the cards for 2024 as a positive, as long as this is for the right reason. 
Namely that inflation is becoming under control, and not because the Fed knows something that 
the market doesn’t. We follow closely how the effect of higher interest rates is starting to come 
through in the real economy. Credit card delinquencies are rising rapidly in the US, the number of 
bankruptcies is creeping up, also in Europe, and few companies surprise positively on revenue 
growth. Data from the trucking sector, usually a good leading indicator of future economic activity 
in the US, also shows signs of weakness. This calls for caution, and we select stocks accordingly. 
 
At the same time, long term investors are seeing that tech advances are accelerating and 
increasingly driving productivity growth. We are now hitting the steeper part of the technology 
curve. The pace of change through the internet economy years of 1995 to 2020 may look sedate by 
comparison with the advances we are about to see in the next decade. In addition, the recent COP 
28 in Dubai showed that the energy transition is still a powerful driver and will bring tremendous 
investment opportunities. These trends are reflected in our portfolios as well. 
 
Furthermore, we pound the table for emerging markets. In this Quarterly we discuss how we see 
many emerging markets benefiting from macroeconomic strength compared to the developed 
world, and from a strong position in key growth industries. Robeco’s emerging markets strategies 
offer multiple ways to initiate or calibrate exposure to benefit from a long-term rebalancing towards 
the world’s fastest growing economies.   
 
Thanks for reading, enjoy the end-of-year celebrations, and we look forward to catching up with you 
in 2024! 
 

 

 

 

 
1 Source: Morningstar, Robeco Performance Management 
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DEVELOPED MARKETS OUTLOOK 
  Audrey Kaplan, Portfolio Manager  

Seek quality beyond the 
‘Magnificent 7’ 
 

 

Apple, Alphabet, Microsoft, Amazon, Meta, Tesla and Nvidia have 
led returns in 2023, but we would take a cautious approach and 
lean towards a broader set of quality stocks for 2024.   

Beyond the tech titans 
A subset of these seven tech titans possess key leadership 
ingredients such as a global, scalable business, dominating in 
their respective industries and they are, in distinct ways, also 
considered enablers of generative AI. We believe valuations are 
now stretched even taking into account projected 2024 numbers 
– and the valuation divergence between the ‘Magnificent 7’ and 
the rest of the MSCI World is the widest it has ever been. 
 
Profit margins – Magnificent 7 vs MSCI World (2023 Actual, 2024/2025 
Forecast)

 
Source: Bloomberg, Robeco  
 
This is justified by the much higher profit margins the 
‘Magnificent 7’ are delivering and also reflected in valuations with 
this select group trading at 29x 2025 earnings projections versus 
17x for MSCI World. We are now looking beyond the ‘Magnificent 
7’ to a wider set of quality companies with similar 
characteristics, and believe this is the place we want to invest in 
2024. Thus, especially profitable companies with high return on 
capital, strong balance sheets and strong cashflows, but where 
valuation multiples are not at such an elevated premium to the 

broader market. Quality is the place to be in an environment 
which is cloudy due to the effect of higher interest rates globally. 
 
Given the lags of DM monetary policy, GDP weakness likely lies 
ahead of us. 
From an investment perspective, it is important to note that over 
the past 50 years, each time the Fed raised the federal funds rate 
by 300 basis points or more, regardless of the starting point, we 
experienced a sharp downturn in the economy. This cycle, we 
have seen the Fed raise rates by 525 basis points since March 
2022, a pace of tightening we haven’t witnessed since the early 
1980s. We’ve only seen the beginning, in our view, of the toll this 
tightening is likely to take on consumers and business. 
 
We anticipate a deceleration in GDP in 2024 likely coming from 
the 80-90% of the DM income distribution (especially US) which 
has run out of excess savings brought on during the pandemic 
era. Interest payments are increasing faster than disposable 
income for all but the highest income bracket. Although many 
households locked-in low mortgage rates, non-mortgage debt 
servicing, where rates are mostly variable (e.g., credit cards) has 
been more of a drag on disposable income in recent months, 
with delinquencies on auto and credit cards loans at the highest 
level in 10 years. 
 
What Consumer CEOs are saying 
From a Luxury bellwether: ”I think it was really September, where 
we particularly noticed the global slowdown and I think as 
indicated by our guidance fair to say, those trends have 
continued into the (fourth) quarter.” From a Home Improvement 
bellwether: “We know now that the Fed definitely has a 'higher for 
longer' monetary posture and that's going to continue to 
pressure durable goods, in financing or motivation 
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 DEVELOPED MARKETS OUTLOOK 
  

“ Real profits in the US for the 
economy as a whole have 
fallen more than in Europe 

for larger home improvement projects. We're looking at this year 
as a period of moderation for home improvement spend." 
 
‘Higher for longer’ versus investor optimism over swift rate cuts 
We are concerned that investors will ultimately be disappointed 
that the Fed does not start cutting rates as soon as expected.  
The federal funds futures market is pricing in a slightly more 
than 50% probability of a rate cut at the March Federal Open 
Market Committee (FOMC) meeting and nearly a 70% chance of 
another cut in May. Then, the market is pricing in a minimum 
60% chance of a cut at each of the remaining FOMC meetings 
next year. Expectations for this level of aggressive rates cuts is 
too optimistic in our view. Core inflation (which excludes the 
effects of food and energy) remains well above Fed’s long-term 
2% target. The Fed’s likely path may still be higher for longer 
rates until inflation is confidently lower. 
 
As a result we employ a barbell approach toward broadening 
portfolio exposures for 2024 

a) Maintain ~20% of the Portfolio to Select Magnificent 7 
if fundamental evaluation justifies a quality position at 
a still reasonable price. 

b) Allocate greater weight ~30% of the portfolio to 
defensive positions (Insurance, Banks, HealthCare and 
Staples) as these industries outperform after rates 
peak (see chart below). 

c) Allocate the remaining 50% of the portfolio diversified 
across high quality companies especially in 
technology, industrials and discretionary. 

Profits are under increasing pressure as cost pressures 
(including wages) remain elevated while demand has been 
sluggish. Despite strong consumer demand, real profits in the US 
for the economy as a whole have fallen more than in Europe and 
we think 2024 S&P500 EPS growth will come in below the 
consensus estimate of 11%.  
 
We project a significant earnings squeeze in Europe and, 
excluding tech, also a continued decline in earnings in the US. 
Falling profits have historically been one of the best predictors of 
layoffs.  
 
The biggest risk is resurgent inflation 
Even in an election year, we still regard inflation as the biggest 
risk. That is, inflation not returning to targets could yield even 
higher rates, and (much) lower growth 2-3 years out. 

Performance of World Sector Indexes after final Fed hike 

 
Source: Datastream, JPMorgan, and Robeco 
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The world’s economic foundations are being remade 
Before discussing the (earnings) outlook at the end of this EM 
chapter, let's zoom in on the geopolitical situation, and more 
from a longer-term perspective. Three issues emerge here. 
First of all, there is the essential role that some emerging 
countries play in the production of crucial information 
technology. For example, generative AI would be impossible 
without the supply of high-tech memory chips. In particular, 
Korean and Taiwanese companies, active in IT hardware, are 
global leaders in their sector. They have played a key role in the 
supply chain at the highest level and will continue to do so. China 
intends to catch up in this area and become self-sufficient in 
high-end technology, but the country is at least three years 
behind Korea and Taiwan. The leading players from those 
countries will continue to operate at the highest level for years to 
come. 
 
China + 1 
Second, there is the so-called China +1 strategy, which more and 
more globally operating companies are committed to. By this we 
mean the need for large industry from the US, Europe and Japan 
to become less dependent on China in terms of production. An 
important economic argument is that China has ceased to be a 
low-wage paradise. India, Indonesia, Philippines and Vietnam 
score much better and have become an attractive alternative for 
Western companies. Expansion of production capacity is 
therefore no longer standard practice in China. In addition to 
those Asian countries, Mexico and Brazil also come out much 
better. Mexico in particular is benefiting from the trend, also 
known as ‘nearshoring’. This is about building American 
production facilities just across the border in Mexico, where it is 
much cheaper to produce and the business community does not 
have to take into account sanctions from the US government. 

This is in contrast to the trade restrictions imposed by the US in 
certain sectors with respect to China. 
Finally, there is the assessment of the geopolitical shifts in the 
course of the next decade. The center of gravity is moving from 
the West — led by the US — to China and India. The landscape is 
now much more divided between the three major economic and 
political blocs: the US, Europe and Asia, with delegations in large 
institutions currently dominated by the US and Europe. China and 
India, while strategic rivals, will become increasingly influential 
political and economic counterweights to the US and Europe. 
Institutions such as the International Monetary Fund and the 
World Bank will be more equitably managed according to the role 
a country plays on the world stage, in terms of the size of its 
economy and population. 
 
Political power is shifting east 
Keep in mind that the current sanctions on 'sensitive' technology 
postpone China's development for a few years at most. But 
postponement certainly does not mean cancellation. So, get 
used to a new geopolitical balance in the world with more power 
for the major emerging countries, such as China, India, but also 
Brazil, Mexico and Indonesia. Actually, a much better 
representation of the world than the current one, with a 
disproportionate share of power in the traditional developed 
world. On the global financial stage, the emerging countries 
mentioned are just as underrepresented, if you look at various 
stock indices. Therefore we see  a lot of upside potential and 
increasing money flows to the currently under-invested 
countries. 
 
 
 
 

 
EMERGING MARKETS OUTLOOK 
  Wim-Hein Pals, Head of Emerging Markets Equities 

Tailwinds of change 
 

 

EM equities have performed well against a backdrop of higher 
US yields and geopolitical challenges in the Ukraine and the 
Middle East.  
 



 

6 Robeco  |  Fundamental Equity Quarterly - 12 | 2023 

 
EMERGING MARKETS OUTLOOK 
  

“ All in all, strong earnings 
growth will be a substantial 
advantage in early 2024 for 
emerging markets equities 

Three drivers for EM equities  
Looking at the shorter term outlook, we conclude that the 
outlook for EM for next quarter and next year is positive and the 
reasons are threefold. First we see the 10-year US Treasury 
yields having peaked at 5% (currently at 4.1%), which gives more  
room for increased risk appetite among investors. Thus, given 
the perceived higher risk for EM assets, we foresee a better 
sentiment, and thus fund flows towards EM equities. Second, 
cheap valuation illustrates the long term attractiveness, although 
we know valuation in itself is a bad timing indicator. Finally, and a 
better timing indicator, is earnings growth. After an earnings 
decline of 5% in MSCI EM in 2023, the consensus estimates an 
earnings growth of 18% for next year. The tailwinds for the nice 
earnings rebound are (1) huge growth in the Korean and 
Taiwanese numbers on the back of strong resilience in the IT 
hardware sector and (2) lower interest bills for EM Inc. with 
widespread monetary easing across EM. 
 
To illustrate the strong resilience in EM earnings, we would like 
to point out the Korean earnings picture: this year earnings in 
Korea are to decline 34%, next year we will  see an increase of 
more than 68%, related mostly to the IT hardware companies. 

 
In Brazil, where we see ample room to cut interest rates, 
supporting the consensus earnings increase in 2024 in the high 
single digits, after this year’s contraction of 25% on higher 
interest bills for corporates. All in all, strong earnings growth will 
be a substantial advantage in early 2024 for emerging markets 
equities. 
 
 
 
 

Korean EPS very cyclical over the past decades and recently                                  Earnings trend strong in India in the last 3 months 

 
Source: Bloomberg, Refinitiv, JP Morgan                                                              Source: BoA, MSCI, IBES 
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What originally got you into investing? 
I studied econometrics at the VU in Amsterdam and was lucky 
enough to get an nine-month internship at Iris, a joint venture 
between Rabobank and Robeco. However, there wasn’t a job at 
Robeco and I joined KPN pension fund in Groningen as a 
portfolio manager. I was happy with that as normally you had to 
build experience as an analyst first. I had a good two years there 
before eventually joining Robeco in mid-1999 as part of the 
North America team.  
 
What made you choose Robeco?  
Well, first of all, Robeco had a great reputation. The interesting 
thing is, then when I was an intern, there was a lot of interaction 
between the portfolio management and research people, and 
there were a lot of social events as well. This was an opportunity 
to get to know people and build a network. I then decided I 
wanted to return to Robeco if an opportunity occurred. I've 
enjoyed all my years at Robeco but definitely those first years 
were fantastic. 
 
How do you think coming from that econometrics background 
has shaped you as an investor? 
Robeco has always been a house where quant and fundamental 
have gone hand in hand, and we were all trained in the same 
skills, which provided a sort of common language within the 
equity department. The organization was a lot smaller back then, 
so the same research resources served both the equity 
department and the fixed income department. 
 
What is it that makes a good stock? 
A good stock is an investment that you never have to sell and 
never have to worry about. So really good stocks are about the 
long run. The three pillars we look at are Return on Invested 
Capital (ROIC), free cash flow generation and the sustainability 
profile., A company must also have a position in its industry with 

a large moat, so a good protection of its business model. 
Companies like Apple or Visa - those kind of stocks where you 
know that if you're just going to own them to infinity, they'll be 
fine. I was very lucky because when I started in the North 
America team, I was responsible for the cyclical sectors. I 
started out covering basic materials, energy and industrials. But 
tech, believe it or not, was still part of industrials. It was not a 
separate sector back then in 1999, even in the run up to the Y2K 
event and the internet bubble. I found that a lot of the really, 
really great companies are born in the technology sector. And so 
it's also shaped my thinking about risk, free cash flow, 
sustainability and compounding returns. 
 
Is there an investor you have always admired?  
I've always really enjoyed reading the work of Michael 
Mauboussin. His basic idea is that investing is about allocating 
capital, and you want to allocate capital to firms that have proved 
that they can invest their capital profitably and generate very 
attractive returns. There cannot be growth without value 
creation. There's a certain valuation that you have to pay for that 
potential value creation. That's what investing is all about. 
 
You make it sound simple! What’s the biggest pitfall for investors 
then?  
As I said there's no value without value creation. There's no price  
low enough to pay if a company's actually destroying value. The 
mistakes you make are usually, of course, where you lose money. 
The Warren Buffett first lesson is never lose money. And lesson 
two is don't forget the first lesson. if you make a list of the 
investments where you lost money, you will see that you either 
overpaid for the value creation, or there was no value creation 
and you ended up with a situation of value destruction. 
 

 
INTERVIEW 
  Michiel Plakman, Head of Global Equity 

“ Quality is the overriding 
theme of our strategy 

 
Michiel Plakman is the lead manager of Robeco’s flagship high 
conviction strategy Sustainable Global Stars. Here he talks about 
his background in investing, his investment philosophy, and how 
he positions the portfolio. 
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INTERVIEW 
  Michiel Plakman, Head of Global Equity 

“ There's no price low enough to pay if a 
company's actually destroying value 

So what’s happening in global markets right now – what’s your 
take?  
I'm more constructive than some, because I believe we're at peak 
interest rates and rates will start to decline by quite a large 
amount. Maybe not in the next six months, but definitely over the 
next two to three years, We'll see normalization and maybe at 
some point have to fight deflation again. So I do see rates 
coming back from 5% in the US to 3% over the next two years. I 
think that makes a lot of difference for equities. Second, even 
though sell side expectations are for 10% to 13% earnings 
growth, few people on the buy side actually believe that. Many on 
the buy side expect a 10% earnings decline next year. If we only 
have a shallow recession, or no recession at all in the US, 
because the consumer is in decent shape, I think we have okay 
markets. Lower rates with many participants overestimating 
earnings risk could be a good combination.  
 
And what about tech?  
A lot is riding on the AI theme. The next two years will be the 
proof in the pudding. The companies that are best positioned 
should actually distance themselves from the crowd in terms of 
results. That will be key. Either it will prove to be a relative fad 
and enterprises are not willing to pay for it, or it proves a key 
differentiator. And then there will be even more separation 
between the AI winners and losers. I would bet on the AI winner 
camp right now. 
 
You aren’t worried about valuations?  
Well, some of the ‘Magnificent 7’ are overhyped. But there are 
names that are still at relatively attractive valuations. Some of 
the most successful 2023 stocks still look relatively attractively 
valued if you consider projected 2024 and 2025 numbers. So, I'm 
not too concerned about valuations, especially in an environment 
where interest rates come down. 

Which opportunities are most prominently reflected in the 
Sustainable Global Stars strategy?  
On the healthcare side, we've invested in the developers of 
obesity medicine, but there's at least some hype pricing in that 
space now. Within industrials we're more geared towards a 
relatively defensive industrials with good subscription models. 
We also have exposure to green hydrogen within energy. We're 
positioned for the comeback of alternative energy and definitely 
CapEx on green energy. There's not one particular trend that is 
dominant, although in an environment with a very uncertain 
macroeconomic picture, it pays to be in quality. So if anything, 
quality is the overriding theme of the portfolio. 
 
What’s your best investment ever?  
I would say Apple, definitely from a personal perspective as it's 
one we picked up relatively early. And back then I had to fight 
tooth and nail to get Apple into the portfolio. There was a lot of 
skepticism on the floor at Robeco about the potential for the 
iPhone and the fact that when Apple had 5% share that most of 
iPhone was apparently priced in. Well, it proved not to be the 
case so it's been a fantastic 20-year theme. Maybe one related 
point is I also like names that can feed off a very large 
competitor that is stumbling. And so time and time again, you 
see those examples, as is happening in the semiconductor space 
right now.  
 
If you could meet any historical figure, dead or alive, who had a 
significant impact on the financial world, who would it be and 
what investment question would you ask them? 
No surprise, but I would love to meet Warren Buffett. I would like 
to ask him what his biggest investment mistakes were, and if he 
had to do it again, what would be different in his strategy. 

 
  



In February, an earthquake hit the South-Eastern part of Turkey, 
causing significant loss of life and economic damage. In 
September, the Greek region of Thessaly was flooded by record 
rainfall, hurting the important agriculture sector and causing 
meaningful damage to infrastructure. Billions of euros of 
reinvestment will be needed in both countries to recover. On our 
recent trip to the region, we took stock of how the new public 
administrations and the private sector were planning to move 
forward. Both countries appear to be headed in the right 
direction, a fact increasingly recognized by investors, but Greece 
is better positioned to tap resources for investment in renewed 
growth.  
 
Turkey seeks FDI to drive entrepreneurial momentum  
The loose monetary policy of Turkey over recent years increased 
macro volatility, inflation, and pushed foreign investors away. 
However,  economic growth has been surprising positively, as 
locals enjoyed a consumption and market speculation bonanza 
enabled by the low real interest rates. Ordinary people turned 
into traders, as a combination of tight supply, as well as demand 
for real assets in an inflationary environment, turned items like 
cars into lucrative speculative assets. The inflation expectations 
also encouraged people to spend their liras, rather than save, 
boosting corporate profits and interest in the stock market. IPOs 
of small local companies delivered stellar returns, creating a 
cycle of more investors joining and more companies going 
public. It is the unsustainability of these excesses that led 
international investors to welcome the change of guard at the 
ministry of economy and central bank. The new team has 
promised to continue tightening monetary conditions until a path 
to disinflation is achieved. Positive signs are there with one bank 
telling us that visibility improved such that they were moving 
from daily to weekly capital allocation meetings. 
 

 
2 The technology giants investing in Greece – The Greek Reporter,  December 2023 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Turkey needs still external financing to rebuild its financial 
buffers though and the new economic team are still busy 
convincing institutional investors and foreign governments of 
their policy agenda. We hold very limited exposure to Turkey right 
now but have some high quality companies under consideration.    
 
Greece stays the course and eyes DM reclassification 
Greece is no stranger to political discontent but with over 40% of 
voters backing New Democracy in June 2023, more than double 
the support of its closest rival. The message was clear: market 
friendly reforms and close cooperation with the EU should 
continue. While a post-covid rebound in tourism has been an 
obvious source of strength, improvements in the business 
environment and access to EU funds are stimulating investment. 
Productivity- and energy- focused investments funded by cheap 
loans and grants from the EU can help keep growth high the 
years to come. The normalization of eurozone interest rates has 
been a blessing for banks in Greece, speeding up loan portfolio 
clean-up and rebuilding capital buffers. A C-suite executive of a 
local bank had recently met no fewer than 70 investors, 
confirming our expectation that there is plenty of demand to 
complete the privatization process targeted by the country’s 
bailout fund.  
 
All-in-all, the Greek economy has seen significant improvement 
recently, reflected in inward investment2, but we think there is 
more to come. Credit ratings upgrades will reduce companies’ 
cost of funding. The next government goal is for the Greek stock 
market to be upgraded back to a Developed Market – a title that 
it lost ten years ago. Successful sales of the state’s remaining 
banks shares, and a planned airport IPO, are steps that will get 
Greece closer to the prize. We are significantly overweight 
Greece across our emerging markets strategies.     
 

 TURKEY AND GREECE TRIP NOTES 
  Deyan Koychev, Portfolio Manager 

Time for investors 
to visit the 
Aegean? 
2023 has been anything but uneventful in Turkey 
and Greece with elections and natural disasters. 
Behind the headlines underlying economic 
dynamism is becoming apparent with economic 
policy helping the long term outlook. 
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Feeling contrarian?  
Going long China equities now feels like a 
brave move given the 2023 we have 
endured but this where we need to be 
clearsighted. Earnings revisions are still 
being subdued by the weak and bumpy 
macroeconomic recovery, but this is likely 
to change when the explicitly pro-growth 
fiscal policy starts taking effect in 2024.   
 
Rather than seeing this as a crisis, we 
continue to take a constructive view that 
this is a long term buying opportunity for 
active investors with local market 
knowledge seeking exposure to some of 
the world’s best companies. In our China 
strategies we are employing a barbell 
strategy focusing on value with cyclical 
upside as well as structural growth. 
 
Sentiment is at rock bottom  
A slight easing of monetary policy, tweaks 
to regulation and quiet words with 
bankers have not been able to revive 
China’s moribund property sector with 
house and apartment prices still falling 
during Q4. This in turn is undermining 
consumer confidence, leaving the 
economy struggling for momentum. 
Against this backdrop, and despite global 
equities rallying through November, China 

equities have slid to the lowest levels 
since November 2022, completely wiping 
out the post-pandemic recovery trade. 
Valuations are now at a deep discount to 
other emerging markets, never mind the 
US. Given the high quality and long term 
growth prospects of many companies in 
the China universe, especially in 
technology self-sufficiency, industrial 
upgrade, energy transition and healthcare, 
this discount won’t persist for long in our 
view.    
 
Fiscal policy still to be unleashed 
So where do we go from here? Firstly we 
expect December’s Central Economic 
Work Conference to indicate that the GDP 
growth target is likely to be set at an 
ambitious 5%, matching the 2023 target 
despite the less favorable base effects. 
With monetary policy already 
accommodative it’s logical to anticipate a 
more expansive fiscal policy to support 
growth and enable the GDP target to be 
achieved. This will include renewed public 
spending on social housing and 
infrastructure.  
 
The China bond market’s sanguine 
response to the Moody’s downgrade of its 
outlook for Chinese sovereign bonds 

shows it’s ready to absorb an expected 
rise in bond issuance so a significant 
expansion of central government 
spending, channelled via local 
government, is very likely and will be 
positive for China equities.    
 
Global flows likely to reverse in China’s 
favor 
We also anticipate the global 
macroeconomic environment to help 
China’s policymakers with Fed rate cuts 
reducing pressure on the CNY and 
promoting investment flows away from 
US. US treasury yields have had a 
negative correlation to Chinese equity 
market performance over the last 7 years 
and that will be important for capital 
flows, given global asset allocation to 
China has been at very low levels with 
USD 100 billion withdrawn from China in 
2023. There could also be a reaction from 
domestic investors with institutional 
investors including insurance companies 
starting to rebuild positions with 
valuations now at historic trough levels, 
and retail investors capitulating. All in all, 
China equities is one of our contrarian 
ideas for 2024. 
 
 

WHERE WE DIFFER FROM THE MARKET 
  

China’s to unleash fiscal firepower 
 

Given the muted economic recovery in 2023, an ambitious growth 5% target for 2024 would boost 
confidence by signaling much more aggressive fiscal support. 

 
US Treasury yields have been negatively correlated with China equity market performance 
 

     
Source: Bloomberg, MSCI, Morgan Stanley Research; data coverage from January 1,  2017 to December 7,  2023 
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A forward-looking indicator  
Robeco’s Sector Decarbonization Pathway (SDP) helps investors 
minimize the noise, and identify decarbonization success 
stories. SDP models evaluate companies within sectors, utilizing 
past and future metrics to assess their readiness and emission 
reduction targets. A company's genuine commitment lies in its 
decarbonization investment plans, primarily focusing on capital 
expenditure (capex) allocated to decarbonization technologies 
and, to a lesser extent, operating expenditure (opex). It is through 
capex that companies rebuild themselves for the net zero future. 
We therefore model how a company’s decarbonization targets 
translate into dollars, and we compare that with the stated capex 
plans as disclosed by the company. 
 
Using the Auto sector as an example 
We assess the necessary funding for battery-powered electric 
vehicle (BEV) technology to align with Company A’s 
disclosed/committed decarbonization pathway and the more 
ambitious financing required for the company to decarbonize 
according to its respective sector pathway. 
 
Auto sector alignment - Company A vs Sector  

 
Source: Robeco 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
By contrasting these two BEV capex levels with the companies’ 
stated investment plans (announced commitment versus 
required convergence), we identify individual companies’ capex 
shortages (or surpluses).  
 
We have based our calculations on information provided by the 
companies (as well as estimates in case of insufficient 
disclosure) in order to assess the total capex outlays necessary 
to build the required BEV production and battery plants, factoring 
in new and re-tooled manufacturing plants. A positive number 
indicates a capex surplus whilst a negative number (in 
parenthesis) indicates a shortfall. It might appear that some 
automakers are overspending, but a capex surplus more likely 
indicates that they are building out capacity by investing before 
2025 in order to reach the medium-term global BEV target.  A 
capex surplus increases the credibility of (and decreases the 
risks to) individual OEMs decarbonization plans; a shortfall 
reduces credibility and increases risks. 
 

Capex gap analysis 2020-2025 Company A 
 

Stated investment USD 52 billion 

Capex required in 2025 for company target (-
25%) 
Capex committed (surplus) 

USD 44.7 billion 
 
USD 7.3 billion (+16%) 

Capex required in 2025 to reach to below 2 
degrees (-45%) 
Capex committed (gap) 

USD 61.5 billion 
 
USD 9.5 billion or (-15%) 

 
This is important forward-looking information for our investment 
analysis. It helps us to identify the companies that have a solid 
transition strategy and will be well positioned to capture 
opportunities as the transition intensifies.  
 
 
 

 SUSTAINABILITY 
  

Finding 
decarbonization 
winners 

The global focus on decarbonization and 
achieving net-zero implies huge investment 
requirements and opportunities. Many 
companies set low-carbon goals, but which ones 
are actually successfully walking the walk? 
 

-15% gap 
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STUNNING STATISTICS 
   

 

 US housing affordability 
Housing wealth is not going to be driving US consumption growth in the foreseeable 
future. Mortgage delinquencies have risen from their all-time low in 2021, and while they 
are still subdued at 1.75% the outlook isn’t rosy. The peak in mortgage delinquencies 
might very well materialize in 2025 instead of 2024 even if policy rates fall back. Any 
further deterioration in US housing affordability (currently at its worst since 1985 with 
26% of income going to mortgage payments) could cool housing demand and dent the 
wealth effect from housing. 

 

 
Source: Robeco Multi-Asset team Annual Outlook 2024, LSEG Datastream  
 
For more Stunning Statistics sign up for the Robeco Trends & Thematic team Daily Sketch here

. 
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IMPORTANT INFORMATION 

 
 

 

Robeco Institutional Asset Management 
B.V. (Robeco B.V.) has a license as 
manager of Undertakings for Collective 
Investment in Transferable Securities 
(UCITS) and Alternative Investment Funds 
(AIFs) (“Fund(s)”) from The Netherlands 
Authority for the Financial Markets in 
Amsterdam. This document is solely 
intended for professional investors, defined 
as investors qualifying as professional 
clients, who have requested to be treated 
as professional clients or who are 
authorized to receive such information 
under any applicable laws. Robeco B.V 
and/or its related, affiliated and subsidiary 
companies, (“Robeco”), will not be liable 
for any damages arising out of the use of 
this document. The contents of this 
document are based upon sources of 
information believed to be reliable and 
comes without warranties of any kind. Any 
opinions, estimates or forecasts may be 
changed at any time without prior notice 
and readers are expected to take that into 
consideration when deciding what weight 
to apply to the document’s contents. This 
document is intended to be provided to 
professional investors only for the purpose 
of imparting market information as 
interpreted by Robeco.  It has not been 
prepared by Robeco as investment advice 
or investment research nor should it be 
interpreted as such and it does not 
constitute an investment recommendation 
to buy or sell certain securities or 
investment products and/or to adopt any 
investment strategy and/or legal, 
accounting or tax advice. All rights relating 
to the information in this document are 
and will remain the property of Robeco. 
This material may not be copied or used 
with the public. No part of this document 
may be reproduced, or published in any 
form or by any means without Robeco's 
prior written permission. Investment 
involves risks. Before investing, please note 
the initial capital is not guaranteed. This 
document is not directed to, nor intended 
for distribution to or use by any person or 
entity who is a citizen or resident of or 
located in any locality, state, country or 
other jurisdiction where such distribution, 
document, availability or use would be 
contrary to law or regulation or which 
would subject Robeco B.V. or its affiliates to 
any registration or licensing requirement 
within such jurisdiction.  
 
Additional Information for US investors 
This document may be distributed in the 
US by Robeco Institutional Asset 
Management US, Inc. (“Robeco US”), an 
investment adviser registered with the US 
Securities and Exchange Commission 
(SEC).  Such registration should not be 
interpreted as an endorsement or approval 
of Robeco US by the SEC.  Robeco B.V. is 
considered “participating affiliated” and 
some of their employees are “associated 

persons” of Robeco US as per relevant SEC 
no-action guidance. Employees identified 
as associated persons of Robeco US 
perform activities directly or indirectly 
related to the investment advisory services 
provided by Robeco US. In those situation 
these individuals are deemed to be acting 
on behalf of Robeco US. SEC regulations 
are applicable only to clients, prospects 
and investors of Robeco US. Robeco US is 
wholly owned subsidiary of ORIX 
Corporation Europe N.V. (“ORIX”), a Dutch 
Investment Management Firm located in 
Rotterdam, the Netherlands.  Robeco US is 
located at 230 Park Avenue, 33rd floor, 
New York, NY 10169.     
 
Additional Information for investors with 
residence or seat in Canada 
No securities commission or similar 
authority in Canada has reviewed or in any 
way passed upon this document or the 
merits of the  securities described herein, 
and any representation to the contrary is 
an offence. Robeco Institutional Asset 
Management B.V. is  relying on the 
international dealer and international 
adviser exemption in Quebec and has 
appointed  McCarthy Tétrault LLP as 
its  agent for service in Quebec. 
 
© Q2/2023 Robeco 
 



 

 

 

Please visit the Robeco website 
for more information 
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