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Source: Federated Hermes, as at 31 December 2021. Note: as at 31 December 2021, 5.2% of our exposure was not directly related to any of our nine 
impact themes, while 2.3% was held as cash.  

This document does not constitute a solicitation or offer to any person to buy or sell any related securities or financial 
instruments. The value of investments and income from them may go down as well as up, and you may not get back the 
original amount invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a 
reliable indicator of future results and targets are not guaranteed. 
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A �Food Security  
Ensuring a sustainable �food 
supply and productive �farmlands 
for future generations
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for all – irrespective of 
�wealth, geographical 
�location or ability

Exposure by impact theme

The Federated Hermes Impact Opportunities Fund is a high-conviction 
global equity strategy with a bold objective. It aims to generate long-term 
outperformance by investing in companies succeeding in their core purpose: 
to generate value by creating positive and sustainable change that addresses 
the underserved needs of society and the environment. In this way, it focuses 
on tomorrow’s leading companies, today.

A thematic approach: our holdings fit into one or more of nine impact themes that are aligned with the SDGs.
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THEMATIC FOCUS: 

Inflation 

Inflation is one of the largest issues currently 
facing corporates and their customers alike. 
While we believe recent price inflation is likely 
to be transitory, the current state of affairs has 
nevertheless unnerved investors, prompting 
fears of a further rise in interest rates.

As impact investors, we take a long-term view of the markets, 
investing in companies with strong fundamentals that are 
ultimately exposed to enduring sources of demand. In this 
context, inflation is a near-term risk. From the energy 
transition and circular economy, through to the future of 
mobility, we expect sustainability megatrends to play out over 
the next five years… and beyond.

The story so far: Covid-19 and the rise of inflation 
Inflation has been on the rise globally since the spring of 2020 driven, mainly, by a range of pandemic-related factors: 

as waves of the pandemic 
and restrictive measures 
(including zero tolerance 
policies in some countries, 
notably China) hit different 
countries at different 
times.

from services to goods, 
which has resulted in 
demand for goods 
outstripping capacity and 
putting a strain on 
production. 

as Covid-19 fears, lack of 
childcare, generous 
unemployment benefits, 
early retirements, 
extended education, and 
regional, sectoral and skill 
mismatches contributed to 
depressed supply

as economies began to 
reopen following the 
pandemic and demand 
outstripped supply – 
Russia’s invasion of 
Ukraine has only made 
matters worse. 

Synchronised re-openings 
and stop-start recoveries

A shift in 
consumption patterns 

Labour market 
shortages

Energy price inflation

Obviously, the above factors are interconnected, which is one reason they have persisted for much longer than markets 
expected. The other reason is the enduring nature of the pandemic more generally – two years on, and Covid-19 is still wreaking 
havoc, creating supply-demand imbalances that will take time to unwind. 



Federated Hermes4

Investing with conviction: our belief in the  
sustainability transition 
While there is no quick fix, we believe that recent price rises 
are unsustainable, and that the current drivers of inflation 
are likely to subside as the pandemic fades. 

We opened this section by advocating impact investors 
focus on megatrends. In an inflationary environment, we see 
such structural trends – which are driven by the likes of 
technological advancements, demographics, the slowdown 
in China and elevated debt levels – as deflationary. After the 
current price surge, we expect global GDP growth to trend 
lower, which will mean quality and growth stocks find favour.

Our portfolio is positioned to capitalise on this shift. At 
present, we are positive on healthcare and financials – 
both are exposed to strong megatrends, with a history 
of defending margins and long-term earnings growth.

Healthcare 
In our view, the healthcare companies that enjoyed growth 
over the course of the pandemic have now seen significant 
outflows, due to a rotation away from ‘Covid winners’. 
Nevertheless, market volatility has caused indiscriminate 
selling and has included many resilient businesses with 
exciting growth outlooks.

Later in this report, we provide two healthcare case studies.
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We are positive on healthcare and 
financials – both are exposed to strong 
megatrends, with a history of defending 
margins and long-term earnings growth.
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Illumina

Figure 1. The cost per genome has declined dramatically since 
2008
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Moore’s Law

Source: National Human Genome Research Institute, The Cost of 
Sequencing a Human Genome

The Holy Grail? Championing early cancer 
detection
As a market leader in NGS technology, Illumina enjoyed 
significant growth in 2021. What’s more, over the coming 
year, the company looks set to benefit from increased life 
science funding and the clinical adoption of NGS. One of 
the most exciting developments for Illumina is the 
company’s partnership with Grail, a healthcare outfit 
focused on early cancer detection. The two companies 
have history – Illumina formed Grail and spun it out in 2016 
– and share the same core belief: that early detection 
screening should be more accessible. 

The vision for the Illumina/Grail alliance is to screen for 
multiple cancers via a simple blood test, a solution that 
stands to generate a significant impact in line with SDG 34. 
In the words of Illumina’s CEO, Francis deSouza, ‘Since 
early detection of cancer saves lives, this new genomic 
test will be nothing short of transformational for human 
health and the economics of healthcare5.” 

Illumina derives the majority of its revenue 
from products enabling faster and cheaper 
DNA sequencing. The company is a 
pioneer in next-generation sequencing 
(NGS), commanding around an 80% share of the 
global market1. 

Impact theme: Health and Wellbeing

A technology-driven revolution is occurring in genomics: 
DNA sequencing is becoming increasingly affordable, 
offering scientists unparalleled insight into genetic 
patterns and variation, as well as the pathology of 
complex diseases. 

The promise of genetic sequencing is intrinsically linked to 
its affordability – the cheaper the technology, the more 
genes can be sequenced. This is where our holding, 
Illumina, comes in. Illumina derives 91% of its revenue 
from next-generation sequencing (NGS) machines2, which 
allow for faster and cheaper DNA processing. The 
company has been at the forefront of the transition to 
NGS, which since 2008 has contributed to a drop in 
sequencing costs so dramatic, it has defied Moore’s law3.

1 Front Line Genomics, How did Illumina dominate the sequencing market? (August 2021)
2 Company accounts (10 February 2022)
3 Whereas in 2010 the cost to sequence one person’s genome was $100m, Illumina was the first company to deliver genome sequencing at $1,000. Moore’s law 
describes the computing hardware trend that transistors on an integrated circuit will double every two years. 
4 SDG 3, ‘Good Health and Well-being’, focuses on various aspects of healthy life and healthy lifestyle. 
5 Illumina, Inc. - Illumina Acquires GRAIL to Accelerate Patient Access to Life-Saving Multi-Cancer Early-Detection Test

2020 impact measurement highlights: 

$682m 
Healthcare R&D funded

1.7m 
patients treated 

3.9
labs enabled

Source: Federated Hermes Impact Calculations, Net Purpose, as at 31 December 2020. We have chosen to highlight what we believe to be the largest impact metrics for each company; 
please note, not all impact metrics are relevant to all companies. Our calculation methodology is described in detail in our Q1 2021 report. 

CASE STUDY

https://www.genome.gov/about-genomics/fact-sheets/Sequencing-Human-Genome-cost
https://www.genome.gov/about-genomics/fact-sheets/Sequencing-Human-Genome-cost
https://frontlinegenomics.com/how-did-illumina-monopolize-the-sequencing-market/
https://investor.illumina.com/news/press-release-details/2021/Illumina-Acquires-GRAIL-to-Accelerate-Patient-Access-to-Life-Saving-Multi-Cancer-Early-Detection-Test/default.aspx
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AbCellera 

positive impact potential – AbCellera is essentially 
democratising drug discovery. By working with a network 
of third parties, the company is enabling access to 
transformational technology, which should in turn increase 
the competitiveness of the drug landscape, enable faster 
time to the market for new drugs, and drive down 
treatment costs for patients. 

Removing the common roadblocks in drugs 
development 
Manufacturing any kind of drug or treatment is not an easy 
process.

For starters, the cost and likelihood of getting a drug to 
market is enough to deter even the most eager of 
emerging biopharma companies – $1.4bn is the average 
investment required, with 96% of candidates destined to 
fail . In short, using AbCellera’s platform means these 
companies are granted access to expertise and equipment 
they might not otherwise be able to afford. 

Then, there is the fact that AbCellera’s platform is end-to-
end, neatly packaging together all process steps under 
the company’s proprietary artificial intelligence (AI) engine, 
Celium. Leveraging AI means the platform not only offers 
convenience, but a user experience that is constantly 
evolving. Every time the platform is used, it creates data to 
optimise its discovery capabilities and attract more 
programmes. And AbCellera is streets ahead of the 
competition here – no other company has the same level 
of data or customer insight.

AbCellera is transforming access to 
drug discovery technology through its 
innovative, end-to-end platform for single-
cell screening. 

Impact theme: Impact Enabler

The Covid-19 pandemic presented an opportunity for 
many biotechnology companies to prove themselves. 
None more so than our holding, AbCellera, a start-up 
whose unique approach to drug discovery was 
instrumental in the US government’s Covid-19 response.

With leading IP in micro-fluidics and single-cell 
sequencing, AbCellera’s platform allows pharmaceutical 
companies to access ‘nature’s database of antibodies’. In 
short, the company enables the development of new 
drugs and other treatments through a partnership model 
that is both profitable and scalable. This has enormous 

CASE STUDY

Note: As this stock was added since December 2020, impact measurement highlights are not yet available.

This document does not constitute a solicitation or offer to any person to buy or sell any related securities or financial 
instruments. The value of investments and income from them may go down as well as up, and you may not get back the 
original amount invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a 
reliable indicator of future results and targets are not guaranteed. 

By working with a network of third parties, the company is enabling 
access to transformational technology, which should in turn increase the 
competitiveness of the drug landscape, enable faster time to the market 
for new drugs, and drive down treatment costs for patients.
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The value of investments and income from them may go down as well as up, and you may not get back the original amount invested. Any investments 
overseas may be affected by currency exchange rates. Past performance is not a reliable indicator of future results and targets are not guaranteed. 
For professional investors only. This is a marketing communication. This document does not constitute a solicitation or offer to any person to buy or sell any 
related securities, financial instruments or products; nor does it constitute an offer to purchase securities to any person in the United States or to any US Person as 
such term is defined under the US Securities Exchange Act of 1933. It pays no regard to an individual’s investment objectives or financial needs of any recipient. 
No action should be taken or omitted to be taken based on this document. Tax treatment depends on personal circumstances and may change. This document is 
not advice on legal, taxation or investment matters so investors must rely on their own examination of such matters or seek advice. Before making any investment 
(new or continuous), please consult a professional and/or investment adviser as to its suitability. All figures, unless otherwise indicated, are sourced from Federated 
Hermes. All performance includes reinvestment of dividends and other earnings.
Federated Hermes Investment Funds plc (“FHIF”) is an open-ended investment company with variable capital and with segregated liability between its sub-funds 
(each, a “Fund”). FHIF is incorporated in Ireland and authorised by the Central Bank of Ireland (“CBI”). FHIF appoints Hermes Fund Managers Ireland Limited 
(“HFMIL”) as its management company. HFMIL is authorised and regulated by the CBI. Further information on investment products and any associated risks can be 
found in the prospectus, the fund supplements or the key investor information documents, the articles of association as well as the annual and semi-annual reports. 
In the case of any inconsistency between the descriptions or terms in this document and the prospectus, the prospectus shall prevail. Details of the Manager’s 
Remuneration Policy and Sustainable Policies are available on the Policies and Disclosures page at https://www.hermes-investment.com/ie/hermes-irelandpolicies-
and-disclosures, including: (a) a description of how remuneration and benefits are calculated; and b) Sustainability related policy and disclosures. These documents 
are available free of charge (i) at the office of the Administrator, Northern Trust International Fund Administration Services (Ireland) Limited, Georges Court, 54- 62 
Townsend Street, Dublin 2, Ireland. Tel (+ 353) 1 434 5002 / Fax (+ 353) 1 531 8595; (ii) at https://www.hermes-investment.com/ie/; (iii) at the office of its representative 
in Switzerland (ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich www.acolin.ch). The paying agent in Switzerland is NPB Neue Privat Bank AG, 
Limmatquai 1/am Bellevue, P.O. Box, CH-8024 Zurich. The information provided herein does not constitute an offer of the Fund in Switzerland pursuant to the Swiss 
Financial Services Act (“FinSA”) and its implementing ordinance. This is solely an advertisement for the Fund pursuant to FinSA and its implementing ordinance. 
The costs for hedged share classes will be higher than the costs for non-hedged share classes. Refer to the prospectus or offering documents before making any 
final investment decisions and consider all fund characteristics and not just ESG characteristics.
Issued and approved by Hermes Fund Managers Ireland Limited (“HFMIL”) which is authorised and regulated by the Central Bank of Ireland. Registered address: 
7/8 Upper Mount Street, Dublin 2, Ireland, DO2 FT59. HFMIL appoints Hermes Investment Management Limited (“HIML”) to undertake distribution activities in 
respect of the Fund in certain jurisdictions. HIML is authorised and regulated by the Financial Conduct Authority. Registered address: Sixth Floor, 150 Cheapside, 
London EC2V 6ET. Telephone calls may be recorded for training and monitoring purposes. Potential investors in the United Kingdom are advised that compensation 
may not be available under the United Kingdom Financial Services Compensation Scheme.
In Australia: This document is distributed by Federated Investors Australia Services Pty Ltd. (FIAS) and directed at ‘Wholesale Clients’ or sophisticated investors 
within the meaning of sections 761G and 761GA of the Corporations Act 2001 (Cth) only. FIAS holds an Australian Financial Services Licence (No. 433831). 
In Singapore: This document and the information contained herein shall not constitute an offer to sell or the solicitation of any offer to buy which may only be made 
at the time a qualified offeree receives a Federated Hermes Investment Funds Public Limited Company prospectus, as supplemented with the global supplement, 
the relevant fund supplement, and the relevant Singapore supplement (the “prospectus”), describing the offering and the related subscription agreement. In the 
case of any inconsistency between the descriptions or terms in this document and the prospectus, the prospectus shall control. Securities shall not be offered 
or sold in any jurisdiction in which such offer, solicitation or sale would be unlawful until the requirements of the laws of such jurisdiction have been satisfied. For 
the avoidance of doubt, this document has not been prepared for delivery to and review by persons to whom any offer of units in a scheme is to be made so as 
to assist them in making an investment decision. This document and the information contained herein shall not constitute part of any information memorandum. 
Without prejudice to anything contained herein, neither this document nor any copy of it may be taken or transmitted into any country where the distribution or 
dissemination is prohibited. This document is being furnished on a confidential basis and solely for information and may not be reproduced, disclosed, or distributed 
to any other person. This document has not been reviewed by the Monetary Authority of Singapore.
In Spain: This communication has been prepared solely for information purposes and does not constitute a prospectus. While attention has been paid to the 
contents of this communication, no guarantee, warranty or representation, express or implied, is given to the accuracy, correctness or completeness thereof. This 
communication and information contained herein must not be copied, reproduced, distributed or passed to any person other than the recipient without Hermes 
Fund Managers Ireland Limited´s prior written consent. Neither Hermes Fund Managers Ireland Limited, its branches, subsidiaries or affiliates, nor any other 
company or unit belonging to the Federated Hermes group, nor any of its directors or employees can be held directly or indirectly liable or responsible with respect 
to this communication. Federated Hermes Investment Funds PLC (the Company), is duly registered with the Spanish Securities Market Commission (CNMV) under 
number 1394 (www.cnmv.es), where an updated list of the authorised distributors of the Company in Spain (the Spanish Distributors) can be found. This document 
only contains brief information on the Sub-Fund and does not disclose all of the risks and other significant aspects relevant to a potential investment in the Sub-
Fund. In addition, a copy of the report on the planned types of marketing in Spain must be provided using the form published on the CNMV website. All mandatory 
official documentation shall be available through the Spanish Distributors, in hard copy or by electronic means, and also available upon request by dialling +44(0)20 
7702 0888, writing to marketing@hermes-investment.com or consulting https://www.hermes-investment.com/es/, where you may also obtain updated information on 
the net asset value of the relevant shares available in Spain. BD009593 0012728 03/22



Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide 
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management 
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns, and to 
contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes Investment Management are now undertaken by Federated Hermes 
Limited (or one of its subsidiaries). We still offer the same distinct investment propositions and pioneering 
responsible investment and stewardship services for which we are renowned – in addition to important strategies 
from the entire group.

Our investment and stewardship 
capabilities:
A	Active equities: global and regional

A	Fixed income: across regions, sectors and the yield curve

A	Liquidity: solutions driven by four decades of experience

A	�Private markets: real estate, infrastructure, private equity 
and debt

A	�Stewardship: corporate engagement, proxy voting, 
policy advocacy 

For more information, visit www.hermes-investment.com or connect with us on social media:

http://www.hermes-investment.com

