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The third quarter of 2021 was marked by the regulatory crackdown in China, power outages and
rising energy prices. Inflation continued to gather pace and supply chain issues remained on the
horizon, both of which weighed on investor sentiment. Despite this period of heightened volatility,
equity market performance finished marginally positive at the end of the quarter. We continue to
see the turbulent market environment as an opportunity to identify stocks able to deliver long-term
impact and financial returns, while being attractively priced.
On staff news, we were pleased to welcome Oshadee Siyaguna to London. Osh, who is a Senior
ESG Analyst at Regnan, has decided to permanently relocate to the UK from Australia. In addition,
we are excited to reunite with our old mentor Andrew Parry, who will join J O Hambro Capital
Management as Head of Investments. Andrew was one of the co-founders of the impact fund
which we previously used to run, and we are thrilled to welcome him back early next year.
On other positive news, the third quarter has marked the launch of our first US-based Fund. The
Regnan Global Equity Impact Solutions Fund has also been assigned a ’Recommended’ rating by
Zenith and an ’Investment Grade’ by Lonsec. We are also delighted to have achieved a conditional
certification for Impact by the Responsible Investment Association Australasia (RIAA). Lastly,
Pendal has been awarded Zenith award for Fund Manager of the Year in the Sustainable and
Responsible Investments category.
Our portfolio companies have continued to generate positive impact this quarter. Lonza, a provider
of health and well-being solutions, announced that four patients have been successfully treated
with its CAR-T immunotherapy manufactured in its Cocoon® Platform. The Cocoon® Platform
allows the automation, decentralisation and acceleration of the CAR-T manufacturing process,
which is currently costly, manual and lengthy. Tomra, a provider of circular economy solutions, has
been appointed as the reverse vending machine provider for Latvia, thereby continuing to drive up
recycling rates of plastic bottles. Moreover, a study commissioned by Tomra quantified the climate
change benefits of optimised waste management practices: 2.76 billion tonnes of carbon dioxide
per year. Afya, a provider of education solutions, has been certified by Women on Board and has
committed to have at least 50% female representation at the management level by 2030. Evoqua,
a provider of water solutions, announced the construction of a new Sustainability and Innovation
hub, which will enable further innovation in water treatment technologies.
This quarterly report focuses on two UK-based companies which we recently added to the portfolio.
Both Home REIT and Ilika sit within our ‘risk-adjusted’, as opposed to our ‘core’, bucket due to
liquidity and size constraints. Our ‘risk-adjusted’ holdings are earlier in their impact journey, and our
position in these may not be scaled up at the same rate as our ‘core’ holdings. Early investment
also facilitates early engagement, allowing us to be a part of the journey from the beginning. In
addition, with COP26 just having passed, the thematic part of our quarterly report will focus on
green innovation. We hope that you will enjoy this condensed version of our longer-form ‘Regnan
Radar’ piece.

Maxine Wille
Analyst,
Regnan Global Equity Impact Solutions
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The Regnan Global Equity Impact Solutions strategy is a solutions-first strategy. It is focused on
investing in mission-driven businesses that address underserved environmental and social challenges
and deliver real, systematic change for the better. The team aspire to demonstrate that investing for
impact not only makes good environmental and social sense; it also makes good financial sense. The
intention is to broaden the appeal of impact investing and redirect capital towards impact investing. We
aim to do this by delivering our investors market-beating long-term returns, because we have identified
‘system changers’ that innovate, disrupt and ultimately produce positive environmental, social and
financial outcomes.

Regnan Global Equity Impact Solutions
Portfolio exposure by impact theme
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Source: Regnan / JOHCM as at 30 September 2021. Note: Thematic exposure attribution to eight impact themes based on estimates of company
revenues or other relevant metrics. Cash position: -0.1%. Neutral impact (12.2%) is estimated where revenues not directly tied to any theme.
Negative impact (2.3%) estimated where revenues may be detrimental to UN Sustainable Development Goals (SDG). Data representative of
Regnan Global Equity Impact Solutions Fund (U.K.) onshore OEIC.
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THEMATIC FOCUS
A new innovation cycle is developing
A new innovation cycle is developing, driven by the need to find technological solutions to environmental
challenges. Green innovation, which focuses on optimising resource efficiency or reducing pollution, has the potential
to be a major source of economic growth and opportunities for discerning investors. Multiple forces, from consumers to
public authorities and investors, are driving businesses to account for their environmental costs and develop new
environmental solutions. As mechanisms for pricing environmental costs develop, for instance with the rise of carbon
prices, laggards are increasingly penalised, and while leaders and innovators are rewarded.
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Innovation needs to be increasingly shaped by
environmental sustainability, with practical tools
now available to innovators. Investors should
consider both positive and negative impacts of
solutions and companies’ operations in determining if
an innovative solution is truly sustainable and delivers
a positive outcome. Tools such as life cycle analysis
should be integrated into any innovation, notably
through methods such as eco-design. Ansys, a
simulation software provider based in the US, offers
solutions to embed materials’ environmental
footprints into product designs. Thanks to this, R&D
engineers can integrate energy footprints,
recyclability, biodegradability, and other
characteristics into their designs.

Innovation can help solve
environmental challenges and benefit
economic growth
Environmental challenges such as climate change,
biodiversity loss, plastics pollution, or water scarcity
need innovative solutions. Looking back at history
shows that environmental innovation, driven by
technology can help not only contribute to
economic prosperity, but also tackle some of the
world’s environmental challenges. The Montreal
Protocol proved successful at tackling the
proliferation of ozone depleting chlorofluorocarbons
(CFCs). Along with global coordination, an
innovation spur in advance of the Protocol meant
alternative, less damaging substances were readily
available and cost effective.

The healing of the ozone layer

Source: UN, https://news.un.org/en/story/2019/09/1046452

Green patents have become a larger part of total
innovation. OECD data shows that the growth of
patenting for environment-related technologies has
outpaced patenting for all technologies. Green patents
made up just above 6% of total patents in 1990; they
now represent more than 10%.

Small and medium sized companies have more
productive patents, so investors might focus on
those to capitalise on the benefits from the green
innovation cycle. R&D does not always result in
functional, profitable, or impactful product launches. But
when it does, it can be a significant driver of growth, as
innovation-led sales growth often delivers higher
product differentiation, and thus the potential for higher
returns. Evidence from Argente et al suggests this is
more relevant for small and mid-sized companies.
Given their innovative product development, mid and
small cap businesses can offer investors attractive
opportunities where innovative solutions are a key
source of corporate growth.

A four-fold (or 4x) increase in global R&D
spending between 1997-2017 to over

US $2.2 trillion

Trend in patents for environmental vs. general technologies, normalised.
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Human capital

R&D

Patents

Promising ideas are contagious and
knowledge ‘spillover’ often spurs further
innovation; green innovation is a particularly
good compounder. Researchers from the LSE
estimate that green technologies’ knowledge
spillover effect (the positive externality from
those innovations contributing to wider
innovation) is much higher than for dirty
technologies. They find that green patents get on
average 43% more citations than dirty patents,
meaning green patents have a much larger ripple
effect, helping inspire further innovation.
Please click here for a copy of the full
Regnan Radar article

Products

Impact + Profit

Social & environmental
welfare

Why innovation matters to investors
As impact investors focused on identifying and investing in
solutions to some of the world’s pressing social and
environmental challenges we are naturally orientated
towards innovative, mission-driven companies that disrupt
the status quo and bring about positive impact. That lens
for investment decisions requires that we think about the
increasing relevance of green innovation as key driver of
companies’ ability to create solutions that directly address
the environmental and social challenges we collectively
face, thus creating a prosperous future and offering the
potential for attractive investment returns.

As a solid-state battery, Stereax does not contain the toxic
liquids that conventional batteries do, has a more compact
design than these batteries and can also have longer
lifecycles. This allows for smaller implantable medical
devices, ensures their increased precision and removes
the risk of these devices leaking, making them easier and
safer to insert into patients’ bodies.

ILIKA

Ilika SSB technology is enabling the use of IoT sensors in
otherwise inaccessible industrial processes due to
temperature constraints.

CASE STUDY

Ilika’s activities contribute to the following SDG
targets and Regnan themes:
TARGET 3.4

TARGET 8.2

EV batteries with the potential for 6x faster
charging, 4x longer charge retention and 2x
increased energy density

TARGET 9.4 TARGET 11.2

Goliath is the larger format battery program which
leverages Ilika’s experience and proven technology in
micro SSB under its Stereax program and applies this
technology to EV batteries with the potential for 6x faster
charging, 4x longer charge retention and 2x increased
energy density, with a better safety profile and easier
recycling versus conventional lithium ion batteries. Ilika
has partnered with leading OEM’s during the development
phase including Honda, Jaguar Land Rover, and McLaren.

Theory of Change
Ilika is developing large format solid state batteries for use
in electric vehicles with the potential for 6x faster charging,
4x longer charge retention and 2x increased energy
density, with a better safety profile and easier recycling
versus conventional lithium-ion batteries. Ilika has also
developed micro solid-state batteries which have a class
leading compact footprint, can operate at higher
temperatures (up to 150°C) and with 40% higher energy
density to alternative solutions. Ilika microbatteries are
being used in implantable medical devices to reduce the
size of implants and extend device life, reducing the need
for more frequent medical interventions. Other applications
include Industrial IOT where Ilika batteries can safely
operate at high temperatures enabling improved visibility
and automation of industrial processes through integration
in sensors.

Why is Ilika in the portfolio?
Ilika’s Stereax microbattery technology is now proven and
commercial production will begin in 2022, while Goliath
large format cells are still being developed, they present a
significant market opportunity, even if they capture only a
small share of the total addressable market for electric
vehicles ($84bn by 2025).

What does Ilika do?
Ilika is one of the few independent global experts in the
design and manufacture of solid-state batteries (SSB).
Since 2014, Ilika’s primary focus has been the
development of SSB technology with two battery formats
currently under development.

•

If successfully commercialised, Ilika will be one of a
handful of players targeting SSB for EV's which will
enable faster penetration of EV's by eliminating range
anxiety and charge speed issues.

•

Ilika has a flexible business model, focussed on
increasing production, before licensing the technology
to enable rapid scale-up without heavy investment in
manufacturing.

Global battery
markets
Medtech

In a conventional lithium ion battery, the anode and
cathode are separated by a liquid electrolyte. With Ilika's
solid state batteries, a composite structure is built up; by
removing the liquid electrolyte, the process helps deliver
higher energy density.

$2.2bn
by 2024

Industrial Sensors

$29bn

Stereax is Ilika’s small format microbattery designed for
initial use in medical and industrial internet of things (IIoT)
applications. In 2016, Ilika launched Stereax M250
prototype microbattery with an energy density 40% better
than other solid state solutions and with the ability to
operate at 100oC, 30oC higher than existing solid state
products. More recently, Ilika has developed prototypes
tailored to the MedTech sector for implantable medical
devices (M50 and M300) which have a 0.15mm thickness
and flexible form factors.

by 2025

Consumer appliances

$50bn
by 2025

Electric Vehicles

$84bn
by 2025

Source: Ilika Annual Results 2021.
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Stereax

Goliath

which have a proven operating track record in providing
low-cost accommodation to the homeless. This housing
stability as well as a focus on care, support, training and
rehabilitation provides vulnerable homeless people with the
skills and confidence to find long-term accommodation and
enable them to reintegrate back into society.

HOME REIT

20,000

CASE STUDY

victims of domestic violence
made homeless last year

Home REIT ’s activities contribute to the following
SDG targets and Regnan themes:

TARGET 1.4

Why is Home REIT in the portfolio?

TARGET 11.1

Homelessness is a persistent and growing problem for our
society with significant social and economic ramifications.
Being homeless devastates people’s lives, significantly
affecting their physical and mental health.
Home REIT directly addresses the social needs of those
experiencing homelessness by providing long-term, stable
accommodation. They fund high quality homes via
conversion, refurbishment or forward funding, increasing
the housing stock. HOME has dynamic housing partners
who have been able to scale up their housing provision
significantly and we expect to see continued deployment
and growth of the portfolio which currently houses close to
6,525 individuals. The low, sustainable levels of rent
provide considerable cost savings for housing partners as
well as local authorities which, via the Homelessness
Reduction Act 2017, are legally obligated to take steps to
house individuals who are, or are threatened with,
homelessness. All the rent payable by HOME's tenants is
funded by support from local and central government.

Theory of Change
Home REIT is the first real estate investment trust
dedicated to fighting homelessness in the UK. Since its IPO
in October 2020, HOME has acquired over 6,500 beds
throughout the UK for individuals and families that were
homeless or threatened with homelessness. The
accommodation that HOME provides is cost-effective in
absolute terms and is materially cheaper than other forms
of accommodation available to local authorities, such as
bed & breakfasts (B&Bs) and hotels. All of the properties
are recently refurbished to a high standard and provide
individuals, as well as families, well-being support and a
place to rebuild their lives and reintegrate back into society.

Given the significant supply / demand imbalance and need
for greater homelessness support, we see significant
opportunity for HOME REIT to scale and broaden the
impact delivered through its established and growing
network of housing partners.

What does Home REIT do?
Home REIT provides new, high quality, long-term housing
accommodation for individuals in the UK at risk of
homelessness. HOME offers low and sustainable average
weekly rents of under £95 per week, providing significant
savings to local authorities compared to less suitable
alternative accommodation. Its housing partners include
registered charities, housing associations, community
interest companies and other regulated organisations,

Cause
• Loss of income/financial difficulties
• Served prison sentences
• Substance abuse/drug dependency
• Foster care leavers
• Domestic abuse and violence
• Lack of adequate healthcare and
mental health support

HOME has acquired over 6,500 beds
throughout the UK for individuals and
families that were homeless or
threatened with homelessness

Impact

Cost

• 111% increase in local authority
expenditure on B&Bs between 2014
and 2019

• £1.1bn annual local authority
expenditure housing homeless people in
temporary accommodation in England

• Those who become homeless are 10
times more likely to die than those of a
similar age

• £18bn being the cost of reoffending to
the UK economy

• 67% people released from prison
without a home re-offend within a year
• 20,000 victims of domestic violence
made homeless in a year

Source: Home REIT
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• £410m spent on B&B accommodation
last year

About Regnan
Regnan Sustainable Water and Waste

Regnan is a responsible investment leader with a long
and proud history of providing insight and advice to
investors and industry bodies such as the UNPRI.

Our Thematic Investing team joined Regnan in April
2021 and launched the Regnan Sustainable Water and
Waste Strategy in September 2021. Combining
exposure to both water and waste-related companies
makes this strategy a distinctive thematic investment
proposition with diversification benefits.

In 2020 Regnan expanded into responsible investment
funds management, backed by the considerable
resources of Pendal Group.
Our strategies:

Regnan Credit Impact*

Regnan Global Equity Impact Solutions

The Regnan Credit Impact Strategy is an actively
managed portfolio of mainly investment grade impact
bonds (green/climate, social & sustainability) that
support positive societal and/or environmental
outcomes including advancement of the United Nations
Sustainable Development Goals.

The Regnan Global Equity Impact Solutions strategy is
a solutions-first approach, focused on investing in
mission-driven businesses that address underserved
environmental and social challenges and deliver real,
systematic change for the better. It is a high-conviction,
global, multi-capitalization portfolio with low turnover
and a strong emphasis on driving impact by engaging
companies to improve measurable outcomes.

*Available to Australian investors only.
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Disclaimer
THIS DOCUMENT IS FOR PROFESSIONAL INVESTORS ONLY. IT SHOULD NOT BE CIRCULATED TO OR RELIED UPON
BY RETAIL INVESTORS.
This is a marketing communication. Please refer to the fund prospectus and to the KIID before making any final investment
decisions. These documents are available in English at www.johcm.com, and available from JOHCML at the address set out
below. Information on the rights of investors can be found here.
Issued and approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and regulated by
the Financial Conduct Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH. Registered in England
No:2176004.
References to “JOHCM” below include JOHCML.
Regnan is a standalone responsible investment business division of Pendal Group Limited (Pendal). Pendal is an Australian-listed
investment manager and owner of the J O Hambro Capital Management Group. Regnan’s focus is on delivering innovative
solutions for sustainable and impact investment, leaning on over 20 years of experience at the frontier of responsible investment.
“Regnan” is a registered trademark of Pendal.
The Regnan business consists of two distinct business lines. The investment management business is based in the United
Kingdom and sits within J O Hambro Capital Management Limited, which is authorised and regulated by the Financial Conduct
Authority and is registered as an investment adviser with the SEC. “Regnan” is a registered as a trading name of J O Hambro
Capital Management Limited. The investment team manages the Regnan Global Equity Impact Solutions (RGEIS) strategy which
aims to generate market-beating long-term returns by investing in solutions to the world’s environmental and societal problems.
The RGEIS strategy is distributed in Australia by Pendal Fund Services Limited.
Alongside the investment team is the Regnan Insight and Advisory Centre of Pendal Institutional Limited in Australia, which has a
long history of providing engagement and advisory services on environmental, social and governance issues. While the
investment management team will often draw on services from and collaborate with the Regnan Insight and Advisory Centre, they
remain independent of the Regnan Insight and Advisory Centre and are solely responsible for the investment management of the
RGEIS strategy.
The distribution of this document in jurisdictions other than those referred to above may be restricted by law (“Restricted
Jurisdictions”); therefore, this document is not intended for distribution in any Restricted Jurisdiction and should not be passed on
or copied to any person in such a jurisdiction. No person in any Restricted Jurisdiction should rely on this document and persons
into whose possession this document comes who are in a Restricted Jurisdiction should inform themselves about and observe
any such restrictions. Any such distribution could result in a violation of the law of such jurisdictions.
The information in this document does not constitute, or form part of, or contain, any offer to sell or issue, or any solicitation of an
offer to purchase or subscribe for, or any invitation to purchase, shares in the funds described in this document; nor shall this
document, or any part of it, or the fact of its distribution form the basis of, or be relied on, in connection with any contract. Potential
investors requiring information about the funds described herein should refer to the prospectus and key investor information
document relating to those funds, which are in the English language and available from JOHCML at the address set out above.
Recipients of this document who intend to subscribe for shares in any of the funds described herein are reminded that any such
purchase may only be made solely on the basis of the information contained in the prospectus and key investor information
document. The information stated in this document is not final, and may be superseded by the time any investor subscribes. In
the event of any inconsistency, the prospectus and key investor information document will be the most up-to-date and will take
priority. Accordingly, no reliance may be placed for any purpose whatsoever on the information contained in this document.
No representation or warranty, express or implied, is made or given by or on behalf of JOHCM or any other person as to the
accuracy or completeness of the information or opinions contained in this document, and no responsibility or liability is accepted
for any such information or opinions (but so that nothing in this paragraph shall exclude liability for any representation or warranty
made fraudulently).
Investments fluctuate in value and may fall as well as rise and investors may not get back the value of their original investment.
Past performance is not necessarily a guide to future performance.
Investors should note that this strategy invests in emerging markets and such investments may carry risks with failed or delayed
settlement and with registration and custody of securities. Companies in emerging markets may not be subject to accounting,
auditing and financial reporting standards or be subject to the same level of government supervision and regulation as in more
developed markets. Government involvement in the economy may affect the value of investments in certain emerging markets
and the risk of political instability may be high. The reliability of trading and settlement systems in some emerging markets may
not be equal to that available in more developed markets which may result in problems in realising investments. Lack of liquidity
and efficiency in certain of the stock markets or foreign exchange markets in certain emerging markets may mean that from time
to time the fund manager may experience difficulty in purchasing or selling holdings of securities. Furthermore, due to local postal
and banking systems, no guarantee can be given that all entitlements attaching to quoted and over-the counter traded securities
acquired by this strategy, including those related to dividends, can be realised.

www.regnan.com

Disclaimer (cont’d)
The fund manager may undertake investments on behalf of the strategy in countries other than the investors’ own domicile.
Investors should also note that changes in rates of exchange may cause the value of investments to go up or down.
The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not
be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is
intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision
and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information
assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or
related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all
warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no
event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without
limitation, lost profits) or any other damages. (www.msci.com)
The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence. JOHCM® is a
registered trademark of JOHCML.
Telephone calls to and from JOHCM may be recorded. Information on how JOHCM handles personal data which it receives can
be found in the JOHCM Privacy Statement on its website: www.johcm.com
Sources for all data: JOHCM/Bloomberg/Lipper/MSCI Group (unless otherwise stated).
Information on how JOHCM handles personal data which it receives can be found in the JOHCM Privacy Statement on
our website: www.johcm.com

www.regnan.com

