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Covid-19 driving trends:
A foot on the brake, or
the accelerator?
 Scope and intensity of Covid-19 crisis obviously raise concerns
 The pandemic will not derail or stop the trends we invest in
 Crisis may accelerate the impact of trends such as digitalization
Covid--19 outbreak has brought us into uncharted territory regarding
The unprecedented global policy response to the Covid
its future sociosocio-economic fallout, and therefore presents major navigational challenges
challenges for investors. While nearnearterm effects are already visible, it is less clear if these effects will persist in the medium to longer term. In addition,
there are undoubtedly some longerlonger-term effects that still have to manifest themselves, the impact of which
which is less
clear still.
still.
Robeco’s Trends Investing team follows three megatrends that will shape the future: Transforming Technology, Changing
Socio-Demographics and Preserving the Earth. Each one has
three sub-trends ranging from the spending power of a rising
middle class in emerging markets, to increasing regulation
Article
around the world.
They derive from the technological, demographic and policydriven changes that have been shaping the world since the
dawn of the internet age, the rise of emerging markets, and
the realization that global warming represents a
fundamental threat to mankind.
Long-term trends should not be adversely affected by the
coronavirus crisis, as in principle, a trend is not susceptible to
short-term or sporadic shocks such as epidemics or natural
disasters. Yet, the scope and intensity of the crisis triggered
by the Covid-19 pandemic obviously raise concerns.
Furthermore, the measures taken to contain the spread of
the coronavirus beyond the first wave of contagion may
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require us to change our long-term expectations due to the economic fallout that is accompanying it.
Overall, we believe the Covid-19 pandemic and the global recession that is set to follow will not derail or stop the trends
that shape our investment strategies. On the contrary: the crisis may well accelerate the impact of some of them –
particularly the usefulness of digitalization in a locked down world – rather than put a brake on them. In this article, we
discuss the likely impact of the Covid-19 crisis and its economic aftermath on all of the megatrends and sub-trends that our
stable of five strategies invests in.1

The effect of coronavirus on the global economy
The global economic shutdown that was triggered by the pandemic is unlike anything we have ever experienced in our
lifetime. The global economy is now set to experience its worst economic contraction since the 1930s before staging a
partial recovery in 2021. The IMF expects advanced economies to contract by 6.1% and emerging economies to shrink by
1% this year. Moreover, even after the sharp rebound which the IMF forecasts for next year, output is still expected to be
5% lower in 2021 than expected in the IMF’s forecasts from October last year for advanced economies.
Opinions vary on whether this means the slowdown will be U-shaped (long and tapering), W-shaped (a double dip), Vshaped (short and sharp) or L-shaped (flatlining). In a recent Bank of America Global Fund Manager Survey, a majority of
fund managers (52%) thought the recovery path will be U-shaped, as lockdown measures will be removed only gradually,
preventing a V-shaped recovery. A sizeable 22% of the polled fund managers saw a W-shaped recovery as a second wave of
Covid-19 infections may force another lockdown. Robeco’s Trends Investing team expect it to be U-shaped.
Figure 1 | Fund manager expectations regarding the recovery

Source: BofA Global Fund Manager Survey

The wider implications for business and society
Beyond the short-term macroeconomic impact of the pandemic, more structural changes in the way our societies and
businesses operate are starting to emerge. A recent note by McKinsey listed seven likely lasting effects: 2
 Distance is back:
back We’re used to open borders, but the complexity of supply chains in multiple countries has shown how
vulnerable that becomes when borders are closed. Expect a greater future preference for local over global products and
services, the need to bring sourcing closer to end-markets, and renewed resistance to globalization.
 Shock absorbers:
absorbers Even when the lockdowns ease, businesses will need to figure out how to operate in new ways. The
ability to absorb a shock, and to come out of it better than the competition, will be the key to survival. Investors are

1 The information provided in this article does not constitute an investment recommendation or advice to buy or sell certain
securities or investment products and/or to adopt any investment strategy and/or legal, accounting or tax advice.
2 McKinsey; “The future is not what it used to be: Thoughts on the shape of the next normal”; April 2020
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likely to devise ways to incorporate resiliency more systematically into their sustainability valuations.
 Going contactless:
contactless E-commerce was already meaningfully eating into the sales of brick-and-mortar stores; the
coronavirus has accelerated a change in shopping habits that was already well established. Digitalization will only
accelerate, while recessions (and one is almost certain now) have also been shown to increase the pace of automation.
 State intervention
intervention:
on The stimulus plans to combat the economic effects of coronavirus amounted to more than USD 10
trillion by the middle of April 2020. In a time of crisis, people have shown their willingness to accept more state
intervention to support citizens’ basic needs, preserve jobs and help businesses live to fight another day.
 More business scrutiny:
scrutiny As citizens all over the world face higher taxes or fewer services in order to pay for bailouts,
the public will demand that their money be used for the benefit of society at large. Businesses accepting bailout cash
will come under greater scrutiny, particularly those which have engaged in share buybacks or paid high dividends.
 Changing habits:
habits There are likely to be lasting changes to consumer attitudes towards physical distance, health and
privacy. An increased health awareness could change where, how and what people eat. And as greater monitoring
takes hold, attitudes to data privacy are sure to change – will people accept this as being for the greater good? The list
of questions about how consumers will behave is very long.
 Finding the silver linings:
linings If necessity is the mother of invention, there could be some positive outcomes. Individuals
and businesses alike have learnt new ways to connect, and many have become more self-sufficient or efficient by
operating remotely. There will also be innovation in vaccine development, including a cure for Covid-19.

The tailwinds for trends investing
This latter point of ‘finding the silver linings’ is something that a trends investing approach can deliver over the longer term.
We believe that while the coronavirus crisis will clearly be recessionary, there are still tailwinds for thematic investing. This is
because the Covid-19 crisis has led to:
 A more prominent role of government in economic and social affairs, leading to more regulation of both corporate and
social behavior. This means an increasing socialization of parts of the economy, and an increased focus on the
collective approach, as opposed to satiating individual desires. This benefits companies that are focused on ‘Preserving
the Earth’.
 The sheer size of stimulus measures as central banks continue to engage in an unprecedented level of quantitative
easing until economies start to recover. While this is aimed at protecting the more vulnerable parts of the economy, it
will also mean interest rates stay lower for longer. This benefits companies that are high-growth, which are often in the
technology sector: ‘Transforming Technology’.
 A decreased pace or even retrenchment of globalization, as countries and companies reassess the desirability of long
international just-in-time supply chains. Diversifying and localizing the number of suppliers in view of the cross-border
bottlenecks that have come to light are expected to be more widely adopted. This benefits companies engaged with
increasing the need for automation and digitalization of the supply chain: ‘Transforming Technology’.
 For investors, the lower-growth environment means high-growth companies are likely to remain in favor for some time,
and enjoy a scarcity premium.

The impact of coronavirus on Robeco’s trends
Robeco’s overarching view is that the impact of Covid-19 will be mostly beneficial to the three megatrends and their subtrends that comprise our thematic strategies. The highest acceleration is seen in digitalization and regulation, both of
which have come to the fore during the lockdowns. Mild deceleration is seen in the ability of the upcoming middle class to
flex their muscles due to lower economic growth, particularly in emerging markets. And limited or no change is seen in the
thematic effects of aging, social imbalances and natural resource scarcity.
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Figure 2 | Three major trends that will shape the world over the next decade

Source: Robeco

Transforming Technology is seen as the trend affected the most. We see high acceleration in Digital Innovation as the
benefits of connectivity enable working from home, as well as create a positive environmental impact from fewer people
traveling. The need to reduce dependency on human labor as the lynchpin in the production of goods and services is seen
accelerating the Fourth Industrial Revolution sub-trend. Moderate acceleration is also seen in Transformative Life Sciences,
as society realizes that it is vulnerable to new diseases such as Covid-19 without an available vaccine.
Changing SocioSocio-Demographics is seen as the trend affected the least. While Covid-19 has disproportionately affected the
elderly, the death rate is still too marginal to influence the otherwise broad demographic sub-trend of Aging. Little or no
change is also seen in Social Imbalances; the economic fallout from the lockdowns will be unevenly distributed and its
effect on societal inequality in the medium term is too early to be seen. Mild deceleration is expected in the spending
power of the upcoming middle class, particularly in emerging markets, as recessions start to bite and unemployment rises.
Preserving the Earth is seen as the trend likely to enjoy high, mild and low-to-no acceleration. The sub-trend of Increasing
Regulation has already proven its worth, and the notion that only collective action spearheaded by governments can make
a difference in a crisis like this is likely to stick. Minor acceleration is seen in Smart Technologies, as the world receives a
wake-up call in reorganizing its production systems, particularly in supply chains. Little or no change is seen in the Scarcity
of Natural Resources which, if anything, have become less scarce during this crisis.
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Table 1 | Expected impact of the Covid-19 crisis on Robeco’s trends
Trend

Transforming
Technology
(moderate
acceleration
overall)

Changing SocioSocioDemographics
(mild
deceleration
overall)

Preserving Earth
(moderate
acceleration
overall)

SubSub-trend

Expected impact

Main drivers

Digital Innovation

Acceleration; high

Acceleration, driven by the now more clearly experienced
advantages of digital interaction, not only in terms of business
continuity, but also in terms of environmental footprint

Fourth Industrial
Revolution

Acceleration;
moderate

Modest acceleration, driven by perceived need to reduce
dependency on human labor as the crucial linking pin in the
production chain of goods and services

Transformative Life
Sciences

Acceleration;
moderate

Modest acceleration, driven by the realization that we as a society
are more vulnerable than we perhaps thought

Aging Society

Little or no change

While covid-19 results in disproportionally more deaths among the
elderly, this is too marginal an effect to meaningfully influence the
course of this broad demographic trend

Upcoming Middle Class Deceleration; mild

Mild deceleration caused by likely lower economic growth globally
that slows down the ascent of the middle classes; especially in
emerging economies

Social Imbalances

Little or no change

While the economic fallout of the Corona Crisis will be distributed
unevenly, we think it too much of a stretch to expect that this will
meaningfully influence broader social imbalances

Increased Regulation

Acceleration; high

Acceleration, driven by the notion that only collective action
spearheaded and coordinated by governments can tackle crises of
this kind; disappointment with aspects of a market economy

Scarcity of Natural
Resources

Little or no change

No clear impact; if anything less scarcity of most natural resources
as we move to a more digitalized society

Smart Technologies

Acceleration; minor

No direct impact; but might indirectly lead to some acceleration
as this crisis is being framed by some as a wake-up call and an
opportunity to reorganize our production technologies

Source: Robeco

Impact of the Covid-19 crisis on Robeco’s five trends strategies
Robeco operates five trends strategies for equities: MegaTrends/Rolinco, Global Consumer Trends, New World Financials,
Fintech and Digital Innovations. We view the Covid-19 crisis as being very positive for Fintech, mostly positive for Rolinco
and Digital Innovations, and moderately positive for Global Consumer Trends and New World Financials. Each of these
strategies follows its own sub-trends that are related to the megatrends but are more specifically orientated to the nature
of the strategy. Table 2 summarizes our assessment for each of the five strategies.
Fintech is the strategy for which the Covid-19 outbreak is seen as having the biggest impact on its core Digital Finance
trend. Aside from the accelerated growth already mentioned for areas such as cashless payments, e-commerce and online
shopping – all of which require financial technology to make it work – the crisis is likely to kickstart a wider impetus to
digitalize all financial services in general. A society that was made to be contactless through social distancing is almost
certainly going to become contactless in other areas, particularly in payments.
MegaTrends/Rolinco is seen as enjoying a mostly positive effect. There is likely to be a high impact on the Digital World
and Industrial Renaissance sub-trends that it follows, due to the accelerated growth of e-commerce and digital services
while working from home. The associated demand for cybersecurity, the extra need for cloud infrastructure, and rethinking
global supply chains are other positives. There will be a moderately positive effect on Healthy Aging as we rethink health
care and lifestyles, but a possible drag on the Emerging Middle Class as previously discussed.

5 | Article - For professional investors - May 2020

Table 2 | Impact of the Covid-19 crisis on individual strategies
Strategy

SubSub-trend

Expected impact

Main Drivers

Digital World

Positive; high

Accelerated growth of e-commerce / streaming services /epay / working-from-home / gaming /e-sports

MegaTrends/
MegaTrends/Rolinco
(mostly positive overall) Emerging Middle Class Negative; moderate Deceleration caused by slower economic growth/ travel /
spending on luxury items; to some extent offset by
accelerated growth of e-commerce
Industrial Renaissance Positive; high

Accelerated growth of cybersecurity / move to cloud
infrastructure / digitalized business processes / re-thinking the
supply chain

Healthy Aging

Positive; moderate

Positive effect on digital healthcare / telehealth / remote
monitoring / attention to healthy lifestyle

Digital Consumer

Positive; high

Accelerated growth of e-commerce / streaming services / epay / gaming / e-sports

Global Consumer
Emerging Consumer
Trends
(mostly positive overall)
Strong Brands

Positive, moderate

Negative for bricks and mortar retail and leisure brands, but
very positive for Generation Z brands; on balance moderately
positive

Aging Finance

Neutral

No discernible deceleration or acceleration expected of longer
term trend towards cheaper / more tailor-made / flexible
financial solutions

Positive; high

Accelerated growth of cashless payments due to accelerated
growth of e-commerce / need to digitalize financial services;
focus on cybersecurity

New World Financials
Digital Finance
(moderately positive
overall)

FinTech
(very positive overall)

Digital Innovations
(mostly positive overall)

Negative; moderate Deceleration caused by slower economic growth/ travel /
spending on luxury items; to some extent offset by
accelerated growth of e-commerce

Emerging Finance

Negative; moderate Slower economic growth to delay the ascent of the middle
class; to some extent offset by accelerated growth of ecommerce

Digital Finance

Positive; high

Accelerated growth of cashless payments on the back of
accelerated growth of e-commerce / need to digitalize
financial services

Robotics &
Automation

Positive; moderate

Positively affects move to less dependency on human action
through more automated solutions which are safer and more
productive

Digital Enablers

Positive; moderate

Faster move towards digitalized business processes; further
facilitation of WFH / digital team / client / supplier interaction

Secure Digital
Infrastructure

Positive; high

Accelerated growth of cybersecurity / move to cloud
infrastructure / need for accommodation of much higher
network loads

Source: Robeco

Digital Innovations should enjoy a mostly positive outcome. Less dependence on human interaction is set to boost the
Robotics and Automation sub-trend, particularly in supply chains. A moderately positive effect is also seen in the Digital
Enablers space due to the wider adoption of working from home and the connectivity technology needed to make it
possible. The biggest effect is likely to be on Secure Digital Infrastructure, with an accelerated take-up of cybersecurity
products, more cloud infrastructure, and the building of bigger or faster networks such as 5G.
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Global Consumer Trends should see a mostly positive benefit; as with Rolinco, the Digital Consumer is the sub-trend
enjoying the most growth. This strategy particularly follows the Next Generation (broadly targeting Millennials), who seek
healthier products such as vegetarian food and organic ingredients, which are seen enjoying a moderately positive effect.
The effect on Strong Brands is expected to be moderately positive. The coronavirus has not really displaced loyalties, and
while a moderately negative effect is seen on the Emerging Consumer, due to slower economic growth, we should see a
positive effect for Generation Z brands.
New World Financials is also seen as enjoying a moderately positive benefit. Digital Finance should have the most impact
due to the accelerated growth of cashless payments and online shopping, plus the renewed focus on cybersecurity. The
effect on Aging Finance though is likely to be neutral, with no discernible change in the move to creating cheaper and
more tailor-made financial solutions for an aging population. As with other strategies, a moderately negative impact is
seen on Emerging Finance due to the slower growth now expected.

Conclusion
In summary, we believe that the overwhelming majority of our current trends will either accelerate or be reinforced by the
coronavirus crisis. The biggest winner is clearly the digitalization trend, particularly in fintech, going cashless, and the
connectivity needed to facilitate working from home. There will be spin-off advantages for cybersecurity, health care and all
forms of e-commerce, all of which were already on an upward trend. The only sub-trend that may be negatively affected is
the emerging middle class, whose spending power is diminished until their economies can fully recover.
Markets seem to be largely in agreement with this assessment, as the relative performance of the majority of our trends
strategies has been very good, particularly in relation to equity sectors adversely affected by the lockdowns. Trends, by
definition, should be relatively immune to short-term shocks. In the longer term, we are confident that our trends and
themes will continue to deliver satisfactory investment results. The high-growth companies that embody the trends space
are likely to remain in favor long after the coronavirus crisis is over, making them ideal for investors with their eye on the
future.
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acts as the Swiss paying agent. The prospectus, the Key Investor Information Documents (KIIDs), the articles of association, the annual and semi-annual reports of the Fund(s), as well as the list of the purchases and sales which the Fund(s)
has undertaken during the financial year, may be obtained, on simple request and free of charge, at the office of the Swiss representative ACOLIN Fund Services AG. The prospectuses are also available via the website www.robeco.ch.
Additional Information for investors with residence or seat in the United Arab Emirates
Some Funds referred to in this marketing material have been registered with the UAE Securities and Commodities Authority (the Authority). Details of all Registered Funds can be found on the Authority’s website. The Authority assumes no
liability for the accuracy of the information set out in this material/document, nor for the failure of any persons engaged in the investment Fund in performing their duties and responsibilities.
Kingdom
dom
Additional Information for investors with residence or seat in the United King
Robeco is subject to limited regulation in the UK by the Financial Conduct Authority. Details about the extent of our regulation by the Financial Conduct Authority are available from us on request.
Additional Information for investors with residence or seat in Uruguay
The sale of the Fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. The Fund must not be offered or sold to the public in Uruguay, except in circumstances which do not constitute a public offering or
distribution under Uruguayan laws and regulations. The Fund is not and will not be registered with the Financial Services Superintendency of the Central Bank of Uruguay. The Fund corresponds to investment funds that are not investment
funds regulated by Uruguayan law 16,774 dated September 27, 1996, as amended.
Additional Information concerning RobecoSAM Collective Investment Schemes
The RobecoSAM collective investment schemes (“RobecoSAM Funds”) in scope are sub-Funds under the Undertakings for Collective Investment in Transferable Securities (UCITS) of MULTIPARTNER SICAV, managed by GAM (Luxembourg)
S.A., (“Multipartner”). Multipartner SICAV is incorporated as a Société d'Investissement à Capital Variable which is governed by Luxembourg law. The custodian is State Street Bank Luxembourg S.C.A., 49, Avenue J. F. Kennedy, L-1855
Luxembourg. The prospectus, the Key Investor Information Documents (KIIDs), the articles of association, the annual and semi-annual reports of the RobecoSAM Funds, as well as the list of the purchases and sales which the RobecoSAM
Fund(s) has undertaken during the financial year, may be obtained, on simple request and free of charge, via the website www.robecosam.com.
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