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Hermes Impact Opportunities 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.

Exposure by impact theme1
A Water
Improving access to quality
water supply a
 nd preservation
of the resource

A Food Security
Ensuring a sustainable f ood
supply and productive farmlands
for future generations

A Circular Economy
Enhancing resource
efficiency and waste
reduction

4.8%

6.4%

A Energy Transition
Transforming the energy
system to power a
low-carbon economy

2.6%
A Health & Wellbeing

11.6%

A Impact Enablers

24.6%

Portfolio

29.1%

Providing crucial solutions
and services to impactful
companies directly involved
in the various themes

1.0%
4.6%

A Future Mobility
Improving vehicle efficiency
to increase low-carbon
transportation

2.3%

Improving life
expectancy and quality

A Education
Providing opportunities
for all – irrespective of
wealth, geographical
location or ability

A Financial Inclusion
Providing ﬁnancial services to
underserved populations

Source: Federated Hermes as at 31 March 2020.

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.

As at 31 March 2020, 8% of our exposure was not directly related to any of our nine impact themes.
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Resilience in the face of crisis
Resilience and sustainability are important factors in building
long-term investment portfolios. The current coronavirus
pandemic has revealed fragility across health systems,
economies and asset markets.
Despite the ongoing virus-related volatility, our Strategy
has demonstrated relative resilience in the first quarter of
2020: it outperformed the benchmark index by 2.4% net of
fees in March and by 4.2% year-to-date2. That’s because the
impact themes in which we invest are driven by long-term
cyclical growth factors – and within these themes, we target
companies that provide solutions to society’s underserved
needs, and thereby have strong growth potential.

Cumulative returns (%)
March 2020
Q1 2020

Strategy

Benchmark

Relative

11.97

-14.39

2.42

-18.21

-22.44

4.20

1.29

-11.88

13.17

Since Inception

Past performance is not a reliable indicator of future results. Source:
Federated Hermes, as at 31 March 2020. Performance shown is in US dollars net
of fees. Relative returns are calculated arithmetically. Benchmark is the MSCI All
Country World IMI index. Inception date is 31 December 2017. The information
on this slide is based on a representative portfolio of the composite and is
supplemental to the GIPS® compliant data located at the back of this report.

In Q1, stocks within our Health and Well-being theme that
manufacture essential products have been particularly
supportive. In terms of sub-sectors within this theme, the
strongest relative returns were impact enablers, followed
by pharmaceuticals and medical devices companies.

THEMATIC FOCUS: HEALTH AND WELL-BEING
Diabetes: a growing epidemic

463m
of adults worldwide are estimated to
have diabetes

11.3%

Globally,
of deaths are due to diabetes –
of which almost half are people
under

60 years

A Equivalent to 9.3% of the population
A Four times higher than the number of
cases recorded four decades previously
A The increase is driven by ageing
demographics, higher rates of obesity,
and poor nutritional care

50%

But less than
of them are diagnosed

As a consequence, people with
diabetes have an increased mortality
rate and a shorter life expectancy

25%

And only
of them receive care

We need to improve access to
insulin, medical devices and
health programmes especially in
developing countries

The proportion of people
with type-2 diabetes3 is
increasing in most countries
A key driver of type-2 diabetes is
obesity – it now affects one-third
of the global population

The global economic burden of
diabetes is immense – and it is rising
Total diabetes-related health expenditure

$232bn
$760bn

in 2007

in 2019

2045

By
, the number of
adults worldwide with diabetes is expected
to rise to 700m – and the associated
societal costs are estimated to be close to

$1tn
per year

Source: International Diabetes Federation, Financial Times, as at March 2020.
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Source: Federated Hermes, as at 31 March 2020. Figures are in USD, net of fees.
Diabetes is a disease in which the body is unable to regulate blood sugar. People with type-2 diabetes can no longer produce insulin because of issues such as
excessive body weight and insufficient exercise. Type-1 diabetes patients cannot produce insulin in the pancreas due to an auto-immune disease.
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Figure 1. The number of people with diabetes is expected to
increase 51% by 2045
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+51%
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Danish multinational
pharmaceutical company

health outcomes with lower comorbidities, and weight
loss benefits could help tackle obesity by helping reset the
metabolism to a lower basal rate. Last year, the company
secured regulatory approval for Rybelsus, the world’s first
and only GLP-1 medicine in a tablet.
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SDG target 2.2: By 2030, end all forms of malnutrition,
including achieving, by 2025, the internationally agreed
targets on stunting and wasting in children under five
years of age
SDG target 3.4: By 2030, reduce by one third
premature mortality from non-communicable diseases
through prevention and treatment and promote mental
health and well-being
SDG target 3.8: Achieve universal health coverage,
including financial risk protection, access to quality
essential health-care services and access to safe,
effective, quality and affordable essential medicines
and vaccines for all
Theory of Change
This Danish company is a global leader in treatment
of diabetes with a market share of 29% and customer
reach of 30m. As well as accounting for nearly half of
the world’s insulin supply, it also provides products for
other serious chronic diseases such as obesity and rare
blood and endocrine disorders.
Diabetes is one of the world’s four major noncommunicable diseases – and according to the
International Diabetes Federation, the number of adults
worldwide with diabetes is expected to increase by
51% by 2045 as a result of rising incomes in developing
countries. Meanwhile, poor diet has been associated with
almost 20% of all diabetes-related deaths over the last
decade4. Herein one of our current holdings, a Danish
multinational pharmaceutical company, plays an integral
role: it provides solutions to growing unmet medical
needs, including diabetes and obesity. In doing so, it
contributes towards meeting SDG target 3.8 of ensuring
universal healthcare coverage by 2030.
As the most innovative company in the pharmaceuticals
segments, it provides products for all types of diabetes
treatment needs including its new generation of
glucagon-like peptide (GLP-1) products. GLP-1 drugs
have better efficacy in managing blood glucose levels and
lead to lower cardiovascular and severe hypoglycaemia
risks. As such, the treatment has the potential to improve
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Japan & Korea
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Africa, Asia, the Middle East and Oceania
China
Source: International Diabetes Federation, the Danish pharmaceuticals
company, as at 2019.

In 2019,
Patients reached with the company's
products increased by

3% 30m
to

Diabetes sales
increased by

4%

Value market share
leadership expanded to

Obesity sales
increased by

42%
29%

Source: company annual report, as at February 2020.

Obesity: responding to a societal challenge
Arguably, the best solution to the diabetes problem
however is to go to the primary root: obesity. Today, around
650m adults live with obesity but only 15m use anti-obesity
medication and few medications exist to treat the disease.
The company is developing a portfolio of treatments to
address this underserved need. Last year, its obesity sales
– which included its weight-management drug Saxenda –
increased by 42%5.

Supporting the SDGs
To advance disease prevention through education, the
company partnered with UNICEF last year to develop
interventions that can help prevent childhood obesity
worldwide. In doing so, it is contributing to both the
prevention and treatment of obesity and diabetes, which in
turn will lead to better health outcomes.
What’s more, the company demonstrates its commitment
to providing universal health coverage to all (SDG target
3.8) through its ‘Access to Insulin Commitment, whereby it
guarantees to provide low-priced human insulin to governments
in the poorest parts of the world. Through this programme,
an estimated 2.9m were treated with insulin in 2019.

“Global disease burden reveals deaths from diabetes increasing,” published by Healio in September 2017.
Source: the Danish multinational pharmaceutical company, as at February 2020.
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Figure 2. The cost burden of diabetes
US annual healthcare costs per person with diabetes
2017: $16,778
2012: $13,735
2007: $11,729

US-based medical devices company
Source: US medical devices company, Centers for Disease Control and
Prevention, as at July 2017.

Innovation solutions to unmet needs

SDG target 3.4: By 2030, reduce by one third
premature mortality from non-communicable diseases
through prevention and treatment and promote mental
health and well-being
SDG target 3.8: Achieve universal health coverage,
including financial risk protection, access to quality
essential healthcare services and access to safe,
effective, quality and affordable essential medicines
and vaccines for all
Theory of Change
This US-based medical devices company is leading
the way in changing the standard of care for glucose
monitoring in diabetes through its continuous glucose
monitoring (CGM) devices. These devices can help
patients better manage the disease and reduce
the costs associated with it. It is the only pure play
company in this fast-growing sector and currently
holds about 70% market share of the insulin intensive
segment in the US.
Diabetes has the potential to cause numerous debilitating
health complications, often resulting from poor
management of the condition. Traditionally, finger sticks
have been used to manage diabetes, a painful process
that does not provide a precise reading and results in nonoptimal insulin dosage. However, CGM systems provide
patients with a less invasive and painful way to manage
the disease, resulting in better monitoring outcomes. This
is an area in which a US-based medical devices company, a
recent addition to our portfolio, plays an important role.
Through its CGM products, the company helps to deliver
positive impact by reducing cost burden to the health
system and simplifying disease management, which in
turn improves a patient’s quality of life. For example,
according to the American Diabetes Association, the cost
of diabetes per patient (including comorbidities such as
kidney disease and retinopathy) stood at $16,778 in the
US in 20176. In a separate study of mostly type-2 nonintensive patients, which compared a sample wearing the
company's G-6 CGM to a sample using finger sticks, the
total annualised cost saving was $5,000 per patient7.
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In 2018, the company's G6 CGM became the first device
permitted by the US Food and Drug Administration to be used
as part of an integrated system with other compatible medical
devices. As a result, it has established partnerships with insulin
delivery device manufacturers and insulin producers, helping to
drive adoption and awareness.
The company continues to innovate, with its latest G7 model
expected to be released in 2021. The release will mark the
next major inflection point in CGM technology: it will be the
smallest device to date; have a longer life with a 14-day sensor,
factory calibration (i.e. no finger sticks) and a fully disposable
design. The G7 model should be more affordable, which in
turn should broaden its appeal and make it the standard of
care for diabetes management.

Future growth
Today, the company is the market leader in the US, with a
market share estimated at 70% in insulin-intensive diabetes.
It is tapping the non-intensive segment of the market which
could benefit from intermittent monitoring and/or screening.
This consists of a market opportunity of 27m type-2, 4m
gestational and 14m hospital patients, while an additional 84m
pre-diabetes patients could benefit from screening.
The global opportunity is significantly larger: 463m adults
suffer from diabetes worldwide, and this is expected to more
than double by 2045. What’s more, three in every four people
suffering from diabetes live in developing countries. The
growth potential is both secular and scalable as new markets
represent five times the total addressable market relative to
the company's core markets.
Figure 3. The number of adults with diabetes worldwide is set
to double by 2045

2045
2030
2019

700m adults
578m adults

51%

463m adults

increase

Source: International Diabetes Federation, as at 2019.

These scalable market opportunities are reflected in the
company’s financials: its revenue increased to $1.47bn in 2019,
up 42% year-on-year and 20 times higher its level in 2011 (when
it stood at $76m). It also posted a 37% compound annual
growth rate since 2015. We expect the company will continue
its strong growth trajectory, thereby offering investors attractive
impact and financial returns.

 ote: this data is published every five years. This study included only 24.7m diagnosed patients.
N
This excludes the cost of the device.
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GIPS® Composite
Composite:

Hermes Impact Opportunities Equity Composite

Creation date: 06 February 2018

Year

Gross
of Fees
Return

Net of
Fees
Return

2019

30.2

2018

-3.4

Inception date: 01 January 2018

All information is quoted in USD

Composite
Dispersion

USD Total
Composite
Assets
(Million)

% Total
Firm
Assets

<5

–

276

0.7

<5

–

182

0.6

Benchmark
Return

Std. Dev.
3 Years
Composite

Std. Dev.
3 Years
Benchmark

No of
Portfolios

29.2

26.4

–

–

-4.1

-10.1

–

–

Hermes Fund Managers Limited claims compliance with the Global
Investment Performance Standards (GIPS®) and has prepared and
presented this report in compliance with the GIPS® standards. Hermes
Fund Managers Limited has been independently verified for the periods
1 January 1998 through 31 December 2018. The verification report is
available upon request. Verification assesses whether (1) the firm has
complied with all the composite construction requirements of the GIPS®
standards on a firm-wide basis and (2) the firm’s policies and procedures
are designed to calculate and present performance in compliance with the
GIPS® standards. Verification does not ensure the accuracy of any specific
composite presentation.

will benefit from meeting the world’s environmental and social challenges.
The benchmark is the MSCI All Country World IMI Net, which is designed to
measure the equity market performance of developed and emerging markets
countries and covers all investable capitalisation securities. The return is
calculated on a total return basis net of withholding tax (Luxembourg rates).
Performance returns shown in USD. The composite base currency is USD.

For the purposes of compliance with GIPS®, the firm is defined as Hermes
Fund Managers Limited ('Hermes'), an asset management group consisting
of a number of subsidiary or affiliate companies. As of 31 December 2009
the Hermes Fund Managers Limited firm definition was broadened to better
represent the full range of investment strategies offered. Hermes Investment
Management is the brand name for the Hermes group including Hermes Fund
Managers Limited. Information about changes is available upon request. Gross
of fees returns have been calculated gross of management, custodial fees and
reclaimable withholding taxes, but after all trading commissions.

Composite descriptions, along with additional information regarding policies
for valuing portfolios, calculating performance, and preparing compliant
presentations are available upon request. Where appropriate, composite
dispersion is calculated as the asset weighted standard deviation of the annual
returns of the constituent portfolios. If a composite consists of less than five
portfolios for the full year then no measure of dispersion is shown. The three
year annualised standard deviation measures the variability of the composite
and benchmark returns over the preceding 36 month period. Standard
deviation measures are not shown where there are less than 36 monthly
observations available. Standard deviation measures are not required for
periods prior to 2011.

The composite includes all discretionary portfolios following the Hermes Impact
Opportunities Equity strategy run by the Hermes Impact Opportunities team
and has an inception date of 1 January 2018. The objective of the strategy is
to achieve long term capital appreciation by investing in companies which

The management fee schedule for this strategy is 0.75% per annum.
The standard fees are shown in Part 2A of its Form ADV. For historical fees,
please contact Hermes. Net results reflect the above-mentioned fee schedules,
actual results may vary for each individual portfolio.

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 now form the international business of Federated Hermes.
Our brand has evolved, but we still offer the same distinct investment propositions and pioneering responsible
investment and stewardship services for which we are renowned – in addition to important new 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:
For Professional Investors only. This is a marketing communication. The enclosed material is confidential. This document does not constitute a solicitation or offer to
any person to buy or sell any related securities, financial instruments or financial products, and is not to be reproduced or redistributed without the prior written consent
of Federated Hermes.
The following companies are either a subsidiary of or affiliated with Hermes Fund Managers Limited, and all operate under the “Federated Hermes” brand. Hermes
Investment Management Limited (“HIML”); Hermes Fund Managers Ireland Limited (“HFM Ireland”); Hermes Alternative Investment Management Limited (“HAIML”);
Hermes European Equities Limited (“HEEL”); Hermes Stewardship North America Inc. (“HSNA”); Hermes GPE LLP (“Hermes GPE”); Hermes GPE (USA) Inc. (“Hermes
GPE USA”) and Hermes GPE (Singapore) Pte. Limited (“HGPE Singapore”).
HIML, HAIML, HEEL, Hermes GPE and Hermes GPE USA are each a registered investment adviser with the United States Securities and Exchange Commission (“SEC”).
HSNA is unregulated and does not engage in regulated activity. For a full list of all affiliated companies please see the relevant Form ADV. Certain affiliates have cash
solicitation arrangements under which they receive compensation for referring prospects for advisory services. Any statements of opinion constitute only current
opinions which are subject to change and which we do not undertake to update.
In Canada: HIML is not registered in Canada as a dealer, adviser or investment fund manager under applicable Canadian securities laws. Except for the provinces of
Alberta, British Colombia, Ontario, Quebec and Nova Scotia, HIML does not engage in the business of, and none of its activities should be construed as holding itself
out as engaging in the business of, advising anyone in any Canadian jurisdiction with respect to investing in, buying or selling securities. In the provinces of Alberta,
British Colombia, Ontario, Quebec and Nova Scotia, HIML relies on the international adviser registration exemption pursuant to section 8.26 of National Instrument 31103– Registration Requirements, Exemptions and Ongoing Registrant Obligations. Prior to carrying on any investment advisory or portfolio management services for a
client located in a Canadian jurisdiction other than Alberta, British Colombia, Ontario, Quebec or Nova Scotia, HIML will first need to take certain steps to either obtain
the appropriate registration or rely on an available exemption from registration.
Some of the information provided in this document was obtained from a third party and has not been reviewed by Federated Hermes for accuracy. This document does
not constitute, in whole or in part, an offering memorandum.
Portfolio Holdings: To derive Ten Largest Holdings, Characteristics, Economic Sector Weightings, Country Weightings and Portfolio Holdings for presentation
purposes, the portfolio manager uses the market value weighted based on the total market value of the entire portfolio. For top/bottom contributing stocks total
effect to the portfolio was used to rank the stocks. Holdings data and securities discussed should not be relied upon as a complete listing nor taken as representative
of an account’s entire portfolio. In the aggregate, securities may represent only a small percentage of an account’s portfolio holdings. The information on particular
holdings may be withheld if it is in the client’s best interest to do so. Portfolio holdings are subject to change without notice. It should not be assumed that any securities
transactions, holdings discussed, nor any investment recommendations or decisions we make will be profitable or will equal the investment performance of the
securities discussed herein.
Allocations: The allocation distribution and actual percentages may vary from time-to-time. The types of investments presented in the allocation chart will not always
have the same comparable risks and returns. The actual performance of the portfolio will depend on the Portfolio Manager’s ability to identify and access appropriate
investments, and balance assets to maximize return while minimizing its risk. The actual investments in the portfolio may or may not be the same or in the same
proportion as those shown in this document.
Benchmark: These benchmarks are broad-based indices which are used for illustrative purposes only and have been selected as they are well known and are easily
recognizable by investors. Comparisons to benchmarks have limitations because benchmarks have volatility and other material characteristics that may differ from the
portfolio. For example, investments made for the portfolio may differ significantly in terms of security holdings, industry weightings and asset allocation from those of
the benchmark. Accordingly, investment results and volatility of the portfolio may differ from those of the benchmark. Also, the indices noted in this presentation are
unmanaged, are not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that the portfolio may incur.
In addition, the performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. Therefore, investors should carefully
consider these limitations and differences when evaluating the comparative benchmark data performance. The information regarding the index is included merely to
show the general trends in the periods indicated and is not intended to imply that the composite was similar to the index in composition or risk.
Performance: Many factors affect performance including changes in market conditions and interest rates and in response to other economic, political, or financial
developments. Past performance is not a guide to or indicative of future results. Future returns are not guaranteed, and a loss of principal may occur.
Issued and approved by Hermes Investment Management Limited (“HIML”) which is authorised and regulated by the Financial Conduct Authority. Registered address:
Sixth Floor, 150 Cheapside, London EC2V 6ET. Telephone calls will be recorded for training and monitoring purposes. BD005372 0008727 04/20

