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Introduction

Growth in demand for thematic investment funds has
accelerated over the past 12 months, with both active
funds and passive vehicles picking up significant inflows.
Assets under management in thematic exchange-traded
funds more than doubled during 2020. And in the active
space, thematic funds defied the outflows seen in most
sectors in 2020.2

This remarkable growth reflects a broad range of drivers.
Even before the pandemic, several big-picture themes —
including climate change, technology transformation, and
demographic shifts — were attracting significant atten-
tion. But Covid-19 has served as a catalyst for many of
these, and the market cycle also appears to have shifted
in favor of thematic drivers.

This research therefore sets out to answer key questions.
To what extent have institutions and intermediaries
embraced a thematic approach to asset allocation?
Which themes do investors and intermediaries find most
compelling? And how are leading thematic investment
product providers seeking to respond to this appetite?

Investors are enthusiastic

Our survey of 300 leading institutional investors and
intermediaries across Europe suggests that investors’
approaches to thematic investment are evolving and
maturing. Some of these investors are changing their
asset-allocation strategies in the light of the pandemic, as
their views shift about where the greatest opportunities
lie. Many are increasing their exposures to thematic funds
and developing more holistic approaches, often encom-
passing multi-asset remits.
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As part of this evolution, investors are thinking anew
about how to capture opportunity while managing risk,
maintaining diversification, and monitoring performance.
For most investors, the debate is no longer about whether
to invest thematically, but about how to do so most effec-
tively — including whether to use active or passive funds.
They recognize the powerful structural reasons to invest
thematically and are implementing their strategies with
greater sophistication.

What comes next?

There is scope for greater demand for thematic invest-
ment strategies and vehicles. Our research reveals appe-
tite for increased allocations to a broad range of themes
— particularly among investors who have only made mod-
est thematic investments so far. Those with greater allo-
cations are also optimistic, but they are more cautious
about the outlook.

In this report, we hear the views of these institutions

and intermediaries.

- What are their plans for thematic investments
and how will they execute them?

- What issues are they struggling to overcome?

- How are they managing risk and return within
their portfolios?

- And how will they judge long-term success?

Download the full study here:
vontobel.com/tiam

! https://www.morningstar.co.uk/uk/news/208785/the-rise-of-thematic-etfs.aspx
2 https://www.ftadviser.com/investments/2020/08/21/the-pursuit-of-thematic-happiness
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James Clark
Senior Fund Analyst,
Hawksmoor Investment Management

“Covid has really accelerated changes in the sustainability
area.”

“This applies particularly to global themes, such as health
and safety, wellbeing, improving connectivity, and making
transport more efficient.”

“We are very much active, and fitting with the sustainable
approach we are 100% active,”

“We are by no means big fans of passive sustainable
investment.”

“When you have an internal risk-scoring process, a fairly
regular developed market global equity fund might
score at five or five and a half, while with thematic equity
funds, you are looking at more like six to eight,”

“They might well be slightly more concentrated.”
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Thematic investing:
Are you ready to invest with purpose?

Thematic exposures are set to soar
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What themes are popular now—and what is rising up the agenda?

Top themes now
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Conclusion

This research finds that for both institutional investors
and intermediaries the question is not whether to invest
in thematic strategies, but how to do so effectively.

Many are determined to raise their exposures to thematic
funds, often taking the view that Covid-19 has strength-
ened the case for such investments. And they are
embracing a broader range of themes, convinced that the
structural drivers underpinning them will drive growth.

The challenge now is to execute on their ambitions and
manage risk effectively. Respondents are looking for sup-
port and guidance on:
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How to allocate assets across themes.

Thematic fund managers offer a broad and growing range
of ideas and strategies, particularly in areas such as sus-
tainability and technology. But investors may struggle to
choose between so many different options and build
portfolios that blend different ideas.

How to select managers and hold them to account.
While investors are prepared to be patient with invest-
ments that may play out over an extended period, there is
little consensus about how to benchmark performance.
And with growing numbers of funds — both active and
passive — appealing to investors keen to take a thematic
approach, fund selection is becoming more challenging.

How to manage risk and volatility.

The desire not to miss out on performance in fast-moving
areas of the marketplace is a driver of demand for the-
matic funds, but investors worry about portfolio concen-
tration. Diversification is a central challenge to address as
investors pursue a more thematic approach.

When to move on from particular themes.

Investors also worry about when to take profits from
some of the themes that they have already backed. There
is anxiety that in certain cases, the best of the growth
may now be behind them.

How to choose the right funds to secure thematic
exposure.

Thematic investment now looks set to continue growing.
But helping investors to resolve these concerns is key if
fund providers and other advocates of a more thematic
approach to asset allocation are to rise to this challenge.
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About the research

In February till April 2021, Vontobel and Longitude, a Financial Times company,
surveyed 300 institutional investors and intermediaries across 14 countries.

This study also draws on a number of interviews with experts in asset allocation and
thematic investment. In particular, we would like to thank the following contributors:

- Fabio Catalano

Third Party Fund Selector and Analyst, BancoPosta Fondi, Italy
— James Clark

Senior Fund Analyst, Hawksmoor Investment Management, UK
— Luis Gonzélez

Thematic Equity Fund Selector, BBVA Quality Funds, Spain
— Werner Leithenmiiller

Portfolio Manager, 3 Banken-Generali, Austria
- Paolo Patelli

Deputy Chief Investment Officer, Crossinvest SA, Switzerland
— Jakob Trefz

Head of Product Management at MLP Banking AG, Germany

Assets under Management
In %

USD1-10bn

I& USD 11-50bn

more than USD 50 bn

Countries Organisation type
In% In %

France Fund Platform - Investing
Germany IFA/EAM/RIA
UK Fund of Fund / Multi Manager
Italy Family Office — Multi
Switzerland Insurer — Unit linked
Spain Broker / Wirehouse
Netherlands Bank - Global
Belgium Bank
Sweden Pension Fund
Denmark Insurer — General Account
Finland Foundation / Endowment / Charity
Iceland Family office - Single
Luxembourg Corporate - Treasury
Norway SWF/ Sovereign Entity

Fiduciary Manager / OCIO

Bank-Treasury

Sources: Vontobel original research, February till April 2021, based on survey of 300 respondents in EMEA and CH



Important legal information

The information contained in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be
contrary to applicable laws or regulations, or which would subject Vontobel or its affiliates to any registration requirement within such jurisdiction or country. Vontobel makes no rep-
resentations that the information contained in this document is appropriate for use in all locations, or by all readers. This document does not constitute and shall not be construed
to constitute a recommendation, offer or solicitation, to the public or otherwise, to subscribe for, buy, hold or sell any financial instrument, whether directly or indirectly, in any juris-
diction. UK: This document was approved and is being distributed by Vontobel Asset Management SA, London Branch, which has its registered office at Third Floor, 70 Conduit
Street, London W1S 2GF, UK (Registered in England and Wales with number BR009343), and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and sub-
ject to limited regulation by the Financial Conduct Authority (FCA). Details about the extent of regulation by the FCA are available from Vontobel Asset Management SA on request.
Germany: Bank Vontobel Europe AG is authorized and regulated by the Federal Financial Supervisory Authority (BaFin), registered in the Commercial Register of the Amtsgericht
Miinchen under number HRB133419 with registered office at Alter Hof 5, 80331 Miinchen. Details about the extent of regulation are available from Bank Vontobel Europe AG
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Management SA on request. The contents of this document have not been reviewed nor approved Banca d’ltalia or CONSOB. France: This document was approved and is being
distributed by Vontobel Asset Management SA, Paris Branch, which has its registered office at 10, Place Vendéme, 75001 Paris, France and is authorized by the Commission de Sur-
veillance du Secteur Financier (CSSF) and subject to regulation by the Autorité des Marchés Financiers (AMF). Details about the extent of regulation by the AMF are available from
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tered office at Paseo de la Castellana 95, Planta 18, E-28046 Madrid, Spain and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to regula-
tion by the Comisién Nacional del Mercado de Valores (CNMV) with identification number 41. Details about the extent of regulation by the CNMV are available from Vontobel Asset
Management SA on request.

Disclaimer

This document is a general communication that is not impartial and has been prepared solely for informational and educational purposes only. The information and opinions (together,
“information”) contained in this document is not intended to be relied upon as a forecast, research, recommendation or investment advice. Decisions based on information con-
tained in this document are the sole responsibility of the reader. You must not rely on any information contained in this document in making an investment or other decision. This
document has not been based on a consideration of any individual investor circumstances. Nothing in this document constitutes, or shall be deemed or construed to constitute, tax,
accounting, regulatory, legal, or insurance advice, or investment or any other kind of advice to sub-scribe for, purchase, hold or sell any securities or other financial instrument, to
effect any transactions, or to adopt any investment strategy.

All information in this document is provided on an “as is” basis based on the knowledge and/or market assessment as of the date of the document or as at the time specified in the
document without any representations or warranties of any kind, either expressed or implied. Vontobel shall not be liable for any direct or indirect loss or damage, including but not
limited to loss of profit, that may be suffered as a result of information provided in this document, or for any loss or damage resulting either directly or indirectly from use of any of the
information contained therein.

Any information comprised in this document may be superseded by, or change due to, subsequent market or political events or for other rea-sons, but there is no obligation on the
part of Vontobel to update this document. Any projections, forward-looking statements or estimates contained in this document are speculative and due to various risks and uncer-
tainties, there can be no assurance that the estimates or assumptions made will prove accurate, and actual events or results may differ materially from those reflected or contem-
plated in this document. The views and opinions herein are those of the individuals mentioned above and do not necessarily reflect the opinions of Vontobel, unless issued by
employees of the firm. Opinions expressed in this document are subject to change based on market, economic and other conditions. Information in this document should not be
construed as recommendations, but as an illustration of broader economic themes. Keep in mind that past performance is not a reliable indicator of current or future performance
and forecasts are inherently limited and should not be relied upon as an indicator of future performance. To the maximum extent permitted by law, Vontobel rejects any liability in any
way for any loss or damage suffered by you through use of or access to this information, or Vontobel’s failure to provide this information. Although Vontobel believes that it has taken
due care in compiling the contents of this document, Vontobel does not warrant, either expressly or impliedly, the accuracy, correctness, or completeness of the information, text,
graphics, or other items contained in this document, and the document should not be relied upon as such. Vontobel accepts no liability in respect thereof. No information contained
in this document shall be deemed or construed to create any contractual relationship between the providers of such information and the reader of this document. All components
of this document are protected by intellectual property laws and are the property of Vontobel or third parties. The information in this document is solely for your personal, non-com-
mercial use. Vontobel, its directors or employees may have previously invested, may be currently investing or may in future invest in financial instruments in respect of which this
document comprises information or opinions. It is also possible that Vontobel has previously provided, is currently providing or will in future provide services to the issuers of such
financial instruments, including, for example, corporate finance or market making services. Furthermore, it is possible that employees or directors of Vontobel have previously per-
formed, are currently performing or will in future perform certain functions on behalf of the issuers of such financial instruments, e.g. serving as director. Vontobel, its directors or
employees could therefore have an interest in the future performance of financial instruments.
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