OLD MUTUAL

INVESTMENT GROUP

MSCI
B

BB

BBB

INSTITUTIONAL
31 AUGUST 2022

AAA

E SG R AT I NGS
CCC

MSCI WORLD ESG LEADERS INDEX STRATEGY

A

AA

AAA

PERFORMANCE AS AT 31/08/2022

STRATEGY INFORMATION

Gross Returns US$

Benchmark:

MSCI World ESG Leaders Index

Morningstar Category:

EAA OE Global Large-Cap Blend Equity

Market Cap Size Bias:

Liquidity based

3 Months

Number of Stocks:

800

6 Months

Launch Date:

May 2013

Strategy Size:

US$ 1.6bn* (as at 30/06/22)

Fund
-6.3%

The Old Mutual MSCI World ESG Leaders Index is designed to have a
relatively low tracking error to the normal market capitalization MSCI
World Index (the “Parent Index”) while comprising companies with strong
sustainability profiles.
The investment objective of the Strategy is to replicate the MSCI World
ESG Leaders Index (the“Benchmark Index”) through the management
of a diversified portfolio of equity securities with high Environmental,
Social and Governance (ESG) performance relative to their sector peers
in developed Markets Worldwide.

INVESTMENT STRATEGY

The Strategy employs a traditional index tracking approach by investing all,
or substantially all, of its assets in the securities constituting the Benchmark
Index in order to replicate its performance and minimise total costs. The
Benchmark Index aims to be both sector and region neutral relative to the
weights of the Parent Index, which limits the systematic risk introduced
by the ESG selection process. The ESG methodology aims to include
securities of companies with the highest ESG ratings representing 50%
of the market capitalization in each sector of the Parent Index.

-11.7%

-10.9%

-16.0%

-15.1%

3 Years

8.7%

8.6%

8.8%

5 Years

8.1%

8.0%

7.9%

Since Inception

8.4%

8.3%

8.8%

Source: Russell Investment Company
*Index returns are net of withholding tax. Strategy returns are nett of fees and expenses.
The Benchmark was the MSCI World Index between May 2013 & October 2014, which changed to the MSCI
World ESG Leaders Index from November 2014 onwards.

RISK STATISTICS AS AT 31/08/2022 – 3 YEARS (ANNUALISED)
Measure
Standard Deviation

Portfolio

Benchmark

18.8%

18.8%

Tracking Error

0.2%

Beta

1.0%

Source: Russell Investment Company

SECTOR ALLOCATION TO 31/08/2022
21.6%

Information Technology

14.1%

Health Care

14.0%

Financials

11.0%
10.4%

Industrials

7.5%
6.7%

Communication Services

4.5%

Materials

3.3%

Energy

2.7%

Real Estate

Head of Indexation
& Portfolio Manager

-5.5%

-11.7%

Consumer Staples

BERNISHA LALA

-6.3%

Consumer Discretionary

INVESTMENT TEAM

FRANK SIBIYA

Portfolio Manager

THOBILE MFELANG
Portfolio Manager

MSCI World TR
(Net) $

-15.9%

1 Year

INVESTMENT DESCRIPTION

Benchmark*

Utilities

1.9%

Telecommunication Services

1.7%

Cash

0.5%

Others

0.0%

Source: Old Mutual Investment Group, MSCI classifications

PRINCIPAL HOLDINGS AS AT 31/08/2022
Company

Country

Sector

Microsoft Corp

United States

Information Technology

% of Fund
7.4%

Tesla

United States

Consumer Discretionary

2.9%

Alphabet Class A

United States

Communication Services

2.6%

Alphabet Class C

United States

Communication Services

2.4%

Johnson & Johnson

United States

Health Care

1.7%

Nvidia

United States

Information Technology

1.5%

COUNTRY ALLOCATION TO 31/08/2022
68.7%

United States
Japan
United Kingdom
Canada

6.4%
4.4%
3.6%

France

2.8%

Australia

2.4%

Procter & Gamble Co

United States

Consumer Staples

1.3%

VISA A

United States

Information Technology

1.3%

Switzerland

2.3%

Home Depot

United States

Consumer Discretionary

1.2%

Netherlands

1.7%

Mastercard CL A

United States

Information Technology

1.1%

Germany

1.5%

Denmark

1.3%

Sweden

1.0%

Cash

0.5%

Note: Only countries with a weight greater than 1% are included in the graph
Source: Old Mutual Investment Group, MSCI classifications
* The stated strategy AUM as from April 2021 contains the MSCI World ESG Leaders component of an MSCI
ACWI ESG Leaders mandate.
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QUARTERLY COMMENTARY (30 JUNE 2022)
Market Commentary
The local economy had a very strong start to the year, with an 8% annualised
GDP growth rate in the first quarter (up from 5.6% in Q4 of last year).
Purchase Managers Index (PMI), leading indicators, car sales and credit
extended to corporates and households, have all improved further.
While the rand/dollar exchange rate weakened during the first part of the
second quarter, some reversal of this weakening occurred from around
mid-May into June. The rand slipped from R14.65 at the start of the quarter
to R16.24 by 9 May and subsequently recovered to around R15.50 by early
June. The rand weakened again later in June as uncertainty around the
global economy mounted.
Uncertainty around the Russia/Ukraine war and its impact on the global
economy, as well as a stronger dollar as the US Federal Reserve (Fed)
became more aggressive with policy tightening, had an impact on all
emerging market economies. Supportive commodity prices, the improved
SA environment regarding politics and policy, better growth outlook and
substantial reduction in fiscal risk will likely help to keep the rand relatively
stable over the next year or two. S&P’s revision of their outlook for SA’s
debt from ‘stable’ to ‘positive’ is reflective of less fiscal risk and will also
be supportive of the rand.
Inflation has moved roughly sideways during the first few months of this
year – from 5.9% in Dec 2021 to 5.9% by April 2022. Headline inflation will
likely peak around 7.3% in June, July or August, with the timing depending
on the war in Ukraine and oil and petrol prices. The extension of the fuel
levy will help, but the path of oil prices is unclear, and we might get
another petrol price shock when the fuel levy holiday expires. Excluding
petrol, inflation is more subdued at 5.1%.
The SA Reserve Bank’s interest rate normalisation cycle, that started in
November last year, accelerated when the Monetary Policy Committee
(MPC) decided to hike rates by 50bps in May. While the reality is that
there was only one MPC meeting in the second quarter and this might
have played a role in the decision to hike by 50bps and not 25bps, there
seems to be a clear effort by the MPC to get the interest rate increases
front-loaded as they are concerned that recent price pressures might lead
to a strong uplift in inflation expectations.

South Africa’s prospects are continuing to improve – albeit at a slow pace
– despite all the global headwinds and local negatives. Higher commodity
prices, decent growth, continued fiscal consolidation, under-control inflation,
moderate rate hikes, a stable rand, a healthy surplus on the current account
and – hopefully – improved politics will all help lift confidence this year.
Globally, we have seen warning signs of a slowing underlying growth trend
with relatively high recession risk, given higher inflation and Central Bank
policy tightening. This risk has been exacerbated by the ongoing war in
Ukraine, which has lasted far longer than initial expectations. In addition
to hitting consumer and business confidence, the war has sharply lifted
energy and food prices, significantly draining business and consumer
spending ability.
Higher-for-longer energy prices as well as overall inflation, a sharp drag
from Covid policies in China, some lingering supply-chain drags, aggressive
Central Bank policy action and no repeat to the expansionary fiscal policies
of the last two years have meant more growth risk and thus downward
revisions to growth forecasts recently.
Talk around further sanctions from European powers against Russia raises
the risk of a total energy embargo, which could lead the Euro Area into
recession. In the US, the aggressive front-loading of policy tightening by
the Fed will likely make it difficult to avoid a technical recession. Recession
in these two big economies will not leave the rest of the world untouched.
Fund Commentary
The fund tracks the MSCI World ESG leaders Index and aims to replicate
the return of the underlying index.
The MSCI World ESG Leaders Index is a free float-adjusted market
capitalisation weighted index, designed to measure the equity market
performance of companies with high environmental, social and governance
(ESG) performance relative to their sector peers across developed markets
worldwide.
The MSCI World ESG Leaders Index showed negative performance of
-15.81%% in US dollar terms for the quarter ending June 2022. The best
performing sector for the quarter was Telecommunications returning
-3.15%. Communication services and Consumer Discretionary were the
worst performing sectors with returns of -22.54% and -21.05% respectively.
The best performing country for the quarter was Hong Kong with a return
of -2.18%, while the worst performing country was Belgium with a return
of -23.24%.
Note:*All returns are in USD unless otherwise stated.

CONTACT DETAILS

Mutualpark, Jan Smuts Drive, Pinelands 7405, PO Box 878, Cape Town 8000, South Africa.
Tel: +27 21 509 5022, Fax: +27 21 509 4663, Email: futurematters@oldmutualinvest.com, Website: www.oldmutualinvest.com
DISCLAIMER: The Fund is a Sub-Fund of Russell Investment Company Plc (“Company”, registration number is 215496). The Company is constituted as an investment company with variable capital
incorporated under the laws of Ireland and is organised in the form of an umbrella fund company with segregated liabilities between its sub-funds. The Company is further authorised pursuant
to the European Communities (Undertaking for Collective Investment in Transferable Securities – UCITS) Regulation, 2003, as amended and is authorised by the Central Bank of Ireland with the
Company registered address at 78 Sir John Rogerson’s Quay, Dublin 2, Ireland. Further information about the Company can be found at www.russellinvestments.com. Old Mutual Investment
Group (Pty) Ltd (“Old Mutual Investment Group”), registration number 1993/003023/07) is a licensed financial services provider, FSP 604, approved by the Financial Sector Conduct Authority
(“FSCA”) to provide intermediary services and advice in terms of the Financial Advisory and Intermediary Services Act 37 of 2002 with its’ registered address at Mutualpark, Jan Smuts Drive,
Pinelands 7405, Cape Town, South Africa. Old Mutual Investment Group is the appointed Money Manager and Distributor of the Fund.
Carne Global Funds Managers (Ireland) Limited is the Fund’s UCITS Management Company and State Street Custodial Services (Ireland) Limited is the Fund’s Depository. Carne Global Funds
Managers (Ireland) Limited‘s registered address is 2nd Floor, Block E, Iveagh Court, Harcourt Road, Dublin 2, Ireland. State Street Custodial Services (Ireland) Limited’s registered address is
78 Sir John Rogerson’s Quay, Dublin 2, Ireland.
This is not an advertisement and it is not intended for general public distribution and the information herein does not constitute an offer to sell or a solicitation of an offer to buy any securities
in any jurisdiction or country where the Funds may not be marketed, sold, solicited or distributed. The information contained herein does not constitute an offer for sale in the United States. Any
securities offered have not, and will not, be registered under the US Securities Act of 1933 and may not be offered or sold, directly or indirectly, into the United States. This document does not
constitute advice on the merits of buying and selling an investment, nor does it form part of any offer to issue or sell, nor any solicitation of any offer to subscribe for or purchase shares in any fund
managed by Old Mutual Investment Group, nor shall it or the fact of its distribution form the basis of, or be relied upon in connection with any contract for shares in the Fund. It is recommended
that an investor first obtain the appropriate legal, tax, investment or other professional advice and formulate an appropriate investment strategy that would suit their individual risk profile prior to
acting upon such information. For further or additional terms and conditions as well as information in relation to the Fund, please refer to the relevant Prospectus. Where a share class in a fund is
relatively new, a share class with a longer track record illustrating performance figures may be used to demonstrate the fund’s track record. Note that fees may differ for the various share classes
and may impact the fund’s performance figures. Old Mutual Investment Group as well as its associates do not give any warranty as to the accuracy, completeness or suitability of the information
provided and disclaim all liability for any loss or expense, however caused, arising from any use of or reliance upon the information, or links. The value of investments may fall as well as rise and
investors may get back less cash than originally invested. Prices, values or income may fall against the investors’ interests and past performance may not be a guide for the future. Investments
may be quoted in foreign currencies and investors should be aware that the changes in rates of exchange may have adverse effects on the value, price or income of the investments. Old Mutual
Investment Group has comprehensive fidelity and professional indemnity insurance, as part of the Old Mutual Group cover. For more details and access to further information please visit
www.oldmutualinvest.com or call us on +27 21 509 5022.

