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Market review

Global equities as measured by the MSCI All Country World Index (ACWI) posted another month of solid gains. This was driven by strong 

company earnings in the US, as well as economic data supportive of a soft landing. After months of decline, Chinese equities rebounded 

following government stimulus1 and signs of economic stabilisation.

Market breadth improved in February, as the Consumer Discretionary and Industrials sectors kept pace with rising IT stocks. Consumer 

Staples and Utilities weakened, with the latter particularly impacted by weaker global gas prices. While small and mid-caps did lag larger 

companies over the month, the gap was far smaller than in January.  

The trend remains for puts and takes within Environmental Markets. In the US, the Environmental Protection Agency announced that car 

manufacturers would not need to shift their sales towards electric vehicles (EVs) quite as aggressively2. By contrast, the EU Commission 

recommended reducing the EU's net greenhouse gas emissions by 90% by 2040, relative to 19903. However, a proposed roadmap no 

longer includes a reference to agricultural emissions targets. 
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Portfolio performance

The Impax Environmental Markets (IEM) portfolio’s Net Asset Value (NAV) delivered positive returns over the month, modestly 

underperforming global equity markets as measured by the MSCI ACWI. NAV returns were also behind the FTSE ET 100, a more 

concentrated index focused on Environmental Markets. 

Economic data and central bank rhetoric had limited incremental impact on the portfolio. Instead, share prices were largely driven by 

earnings reports, with most holdings surprising to the upside in terms of both revenues and profits. Natural ingredients companies also 

started making positive noises around inventory destocking. At the margin, improved sentiment in Chinese equities boosted IEM’s limited 

exposure to the region. 

Construction continues to be an area of strong performance. Impressive earnings meant top contributors included US-based water 

infrastructure company Advanced Drainage Systems (ADS), as well as sustainable decking producer AZEK and the Dutch industrial 

specialist Aalberts. Given recent strength and aggregate portfolio exposure to construction, the team has taken some profits across the 

sector.
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Past performance does not predict future returns.  

Cont.

The portfolio’s technology holdings also outperformed. While IEM has no direct exposure to artificial intelligence (AI), Monolithic Power 

Systems (MPS) is a leading supplier of energy efficient power semiconductors to AI chip-designer Nvidia. Strong growth in MPS’ data 

centres division helped offset temporary headwinds in autos and consumer electronics. Other positive contributors included Trimble – a 

maker of geolocation software – and Advantech – a specialist in connected hardware – which both beat expectations.

In China, Xinyi Solar and Shenzhen Inovance made strong positive contributions. The maker of solar glass and industrial automation 

technology respectively, have both benefited from the country’s recent rally. Xinyi also posted net income numbers which beat 

expectations, reflecting lower input commodity prices.  

Most detractors from performance were similarly earnings related. LEM, DiscoverIE Group and Signify are three companies producing 

electronic components, specialising in measurement, diversified industrials and lighting respectively. All three detracted from returns, 

with weak guidance largely driven by uncertain end demand. While the companies are focusing on operational improvements, a 

meaningful rally in the shares will require a clear sign that destocking is coming to an end. 

Having endured several headwinds last year, falling power prices have presented a fresh challenge to the portfolio’s holdings in 

independent power producers (IPPs). Renewables developer EDPR thus made the largest negative contribution to returns, with related 

weakness in Northland Power. A warm winter, ample gas supply, and soft industrial demand mean European power prices are now 90% 

lower than record highs seen after Russia’s invasion of Ukraine4. Despite modest exposure to spot power prices, the dramatic falls have 

had a significant but temporary impact on earnings. 

On a relative basis, not owning mega-cap technology stocks continues to be a headwind, with Nvidia’s standout earnings a particular 

point of market focus.

Annualised returns (%) 3M 1Y 3Y 5Y 10Y SI5

IEM (NAV) 9.7  -2.7  1.9  10.7  10.7  7.6  

IEM plc Share Price 8.4  -10.0  -4.2  8.0  10.9  7.0  

MSCI ACWI 10.0  17.9  10.4  11.6  11.5  8.2  

FTSE ET Index 11.7  10.7  5.0  20.1  13.9  7.9  
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IEM (NAV) -2.7 2.6 6.1 41.0 11.4 2.1 7.6 43.5 3.8 1.9 

IEM plc Share Price -10.0 -0.6 -1.9 45.2 15.5 10.1 14.7 41.6 5.2 1.6 

MSCI ACWI 17.9 1.7 12.3 19.0 8.2 2.7 7.3 36.7 -2.8 16.6 

FTSE ET Index 10.7 1.1 3.3 74.7 23.7 -0.8 12.6 32.6 -4.0 3.4 

Past performance does not predict future returns
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Environmental Markets exposure Geographical exposure6 

The specific securities identified and described do not represent all securities purchased, sold, or recommended for the 
portfolio, and no assumptions should be made that the securities identified and discussed were or will be profitable.
Data source: Impax/FactSet/Bloomberg. Data as at 29 February 2024. Charts may not add to 100% due to rounding. 6Geographic allocation by country of 
listing. 7Holdings are subject to change without notice. 8MSCI classification if available.

Significant transactions 

There were no new positions or exits over the month. 

Top 10 holdings7 Sub-sector Country8 %

STERICYCLE INC Hazardous Waste Management United States 2.89

PENTAIR PLC Water Distribution & Infrastructure United States 2.88

AALBERTS NV Water Distribution & Infrastructure Netherlands 2.72

PTC INC Efficient IT United States 2.62

CLEAN HARBORS INC Hazardous Waste Management United States 2.43

DSM-FIRMENICH AG Sustainable Agriculture Netherlands 2.38

SPIRAX-SARCO ENGINEERING PLC Industrial Energy Efficiency United Kingdom 2.32

KINGSPAN GROUP PLC Buildings Energy Efficiency Ireland 2.17

RAYONIER INC Sustainable Forestry United States 2.11

ADVANCED DRAINAGE SYSTEMS IN Water Distribution & Infrastructure United States 2.10

TOTAL 24.62
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There is no guarantee that any forecasts made will come to pass. The specific securities identified and described do not 
represent all securities purchased, sold, or recommended for the portfolio, and no assumptions should be made that the 
securities identified and discussed were or will be profitable.

Outlook

With economic data cooling but not yet in contraction territory, financial markets are increasingly in alignment with the US Federal 

Reserve’s view on a more modest pace for interest rate cuts. The managers do not pick stocks based on economic forecasting. However, 

falling or stable rates have historically benefited IEM’s growth style, while a soft landing or even a mild recession could open the door for 

better relative performance from small and mid-cap stocks.

This is particularly the case with companies which experienced temporary headwinds last year. In natural ingredients, results from dsm-

firmenich and Corbion show destocking is coming to an end. Softer power prices are a more recent challenge for IPPs such as EDPR, but 

upward pressure from costs and interest rates continues to abate. 

Finally, even after recent gains, the portfolio’s valuation remains in line with its ten-year average. Last year’s derating of small and mid-cap 

stocks has yet to correct, and the extent to which structural growth drivers of Environmental Markets have strengthened remains 

underappreciated. IEM itself trades at a further discount. As macro conditions become more favourable, and earnings momentum 

continues, the team is optimistic that IEM’s share price will more fully reflect fundamentals. 
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Important information

This document has been issued by Impax Asset Management (AIFM) Limited (“Impax”; FRN: 613534) which is 
authorised and regulated by the Financial Conduct Authority. Before making any investment decision, please consult 
full details of the objectives, investment policies and risks in the prospectus, key investor information documents 
(KIID) and/or key information document (KID).

Impax Environmental Markets Plc (the “Fund”) is incorporated in England and Wales under the Companies Act 1985 
with registered number 4348393 and registered as an investment company. The Fund is classified as an Alternative 
Investment Fund under Directive 2011/61/EU as onshored into the domestic body of UK legislation (“UK AIMFD”), 
and in respect of which Impax acts as the Alternative Investment Fund Manager (the “AIFM”).

This communication is for informational purposes only for the sole use of the intended recipient and does not 
constitute an offer or invitation to invest in any fund, security, financial instrument or product for which Impax provides 
investment advisory and/or investment management or any other services. Any data services and information 
available from public sources used in the creation of this communication are believed to be reliable. Unless stated 
otherwise the source of all information is Impax as of the date indicated.

This document is solely for the use of (a) "Professional Clients" as defined in the Glossary to the UK Financial Conduct 
Authority Handbook or (b) to whom it may otherwise lawfully be communicated. It is strictly confidential and must not 
be distributed onward. The content does not represent and is not intended to constitute advice of any nature nor an 
investment recommendation or opinion regarding the appropriateness or suitability of any investment or strategy and 
does not consider the particular circumstances specific to any individual recipient to whom this material has been 
sent. Any offering is made only pursuant to the relevant offering document and the relevant subscription application, 
of all which must be read in their entirety. Prospective investors should review the offering memorandum, including 
the risk factors in the offering memorandum, before making a decision to invest.

Performance - This document contains information on the past performance of the Fund. Past performance does not 
predict future returns. Information on past performance refers to the past and past performance is not a reliable 
indication of future performance. This also applies to historical market data. The performance data does not take into 
account the commissions and costs incurred on the issue and redemption of units. The annual investment 
management charge and other charges are generally deducted from income, although a portion may be deducted 
from capital of the trust. Where charges are deducted from capital, the potential for capital growth will be reduced. If 
the currency in which the past performance is displayed differs from the currency of the country in which you reside, 
then you should be aware that due to exchange rate fluctuations the performance shown may increase or decrease if 
converted into your local currency. Investments in funds are subject to risk. It is important to choose a fund that does 
not exceed the risk level you are prepared to accept. Portfolio characteristics, including specific holdings, country, 
sector and industry exposure, are as of the date indicated and are subject to change without notice. Portfolio 
characteristics illustrate the application of Impax's investment style only and should not be considered a 
recommendation by Impax. The money invested in a fund can increase and decrease in value and there is no 
guarantee that you will get back the full amount invested.

There is no guarantee that any forecasts made will come to pass. There is no guarantee that the investment objective 
will be achieved or that return expectations will be met. This document contains forward looking information which is 
subject to inherent uncertainties and qualifications and is based on numerous assumptions, in each case whether or 
not identified herein. Forward looking information is provided for illustrative purposes only and is not intended to serve 
as and must not be relied upon by any investor as, a guarantee, an assurance, a prediction or a definitive statement 
of fact or probability. Actual events and circumstances are difficult or impossible to predict and may differ from 
assumptions. Undue reliance should not be placed on such forward-looking statements and information.
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Important information

Benchmark – Impax uses the MSCI ACWI and the FTSE ET indices as indicative benchmarks for its strategies. The 
MSCI ACWI captures all sources of equity returns in 23 developed and 26 emerging markets, and it assumes any net 
cash distributions, including dividends, are reinvested. The FTSE ET represents the performance globally of companies 
with a core business (at least 50%) in the development and operation of environmental technologies, and it assumes 
any gross cash distributions, including dividends, are reinvested. Both indices have investment orientations which are 
comparable to the sub-funds’ strategies.

The information and any opinions contained in this document have been compiled in good faith, but no representation 
or warranty express or implied, is made to their accuracy, completeness or correctness. Impax, its officers, employees, 
representatives and agents expressly advise that they shall not be liable in any respect whatsoever for any loss or 
damage, whether direct, indirect, consequential or otherwise however arising (whether in negligence or otherwise) out 
of or in connection with the contents of or any omissions from this document.

Distribution of this communication and the availability of the Fund is restricted. It is important that potential investors 
are able to ensure compliance with regulations prior to making a subscription. Please refer to the offering 
documentation for additional information. The Prospectus, key investor information documents (KIID) and/or key 
information document (KID) of the Fund are available in English at https://impaxenvironmentalmarkets.co.uk, free of 
charge. Before any subscription, it is recommended that you read carefully the most recent Prospectus and review the 
latest financial reports published by the Fund.

Potential investors should consult with their professional advisers in relation to the tax treatment of their holdings. 
Please note that the dividends/interest which the Fund may receive may be subject to withholding taxes. The tax 
treatment depends on the individual circumstances of each investor. Impax does not provide legal or tax advice.

In the United Kingdom, this material is a financial promotion and has been approved by Impax Asset Management 
(AIFM) Limited, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority.

Impax is trademark of Impax Asset Management Group Plc. Impax is a registered trademark in the EU, US, Hong Kong, 
and Australia. © Impax Asset Management LLC, Impax Asset Management Limited and/or Impax Asset Management 
(Ireland) Limited. All rights reserved.

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fimpaxenvironmentalmarkets.co.uk%2F&data=05|01||999afc59e9f84d79df8008da3346f78f|6e2b08dd9300492da9b67c2ee25e0270|0|0|637878677184109679|Unknown|TWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D|3000|||&sdata=CNES4IvY8tuumbnlwO%2FoRZx3HLyg1dKbsK%2BrS9afwWM%3D&reserved=0
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