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Key takeaways
	ɽ A global capital expenditure supercycle — driven by 

the energy transition, geopolitical fragmentation, 
re-shoring and AI infrastructure — is repricing equity 
markets in favour of companies with physical assets 
and specialised manufacturing capabilities.

	ɽ We see two types of beneficiary in the 
decarbonisation investment universe: equipment 
providers that supply the picks and shovels of the 
capex cycle, and owners of scarce physical assets 
with durable, hard-to-replicate competitive 
advantages.

	ɽ AI’s disruption of capital-light business models is 
providing an additional near-term driver of these 
stocks, as markets reassess the persistence of 
competitive advantages across equity markets.

	ɽ We believe the market continues to misprice the 
earnings trajectory and competitive advantages of 
many companies in the Global Environment portfolio1.
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A capex supercycle is repricing physical assets

Two years ago, we argued that the global economy was on the verge of a capital 
expenditure (capex) supercycle – a structural shift that would see global gross 
fixed capital formation (a measure of the net increase in investments by public 
and private sectors) rise 12-24% above trend by 2030, representing an additional 
US$2.5-5 trillion per year of physical investment2. The drivers are multiple and 
reinforcing: the energy transition (the largest single component, accounting for 
an estimated 9-18% of additional global capex), AI and data-centre infrastructure, 
defence spending, re-shoring (repatriating formerly outsourced production), 
and the replacement of ageing infrastructure in both developed and emerging 
economies. The US AI hyperscalers alone are set to deploy approximately 
US$650 billion in capital expenditure in 2026. The spending trend is already 
showing through in the data, with capex-to-sales ratio recently reaching a decade 
high, reversing years of under-investment (Figure 1). The primary beneficiaries of 
this spending are businesses with physical assets. 

Figure 1: Capital expenditure is rising steeply 
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2.	 Ninety One Investment Institute, A new capex supercycle: driving powerful and transformative growth, April 2024.
3.	 Ninety One Investment Institute, The end of easy globalisation, April 2026.

Source: Datastream, FactSet, Goldman Sachs Global Investment Research.

The HALO trade in context
Over the past year, investors have grown wary of software and other capital-light 
businesses seen as at risk of AI disruption. Instead, they have shown renewed 
interest in businesses grounded in physical infrastructure and networks, and 
manufacturing. This shift, now widely labelled the HALO (heavy-asset, low 
obsolescence) trade, upended equity market leadership in Q1 2026.

The HALO trade should be seen as more than a temporary shift in sentiment. 
The wider context is that long-term tailwinds for companies with in-demand 
physical assets, like many of those in the decarbonisation investment universe, 
are gathering strength.

https://ninetyone.com/en/insights/a-new-capex-supercycle-driving-powerful-and-transformative-growth
https://ninetyone.com/en/insights/a-new-capex-supercycle-driving-powerful-and-transformative-growth
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Capex cycles matter because they can have a significant impact on 
asset returns. As we argued back in 2024, a new capex supercycle:

“…will result in very different market leadership to the last cycle, 
which is not well understood by all market participants. Stock 
beneficiaries are not restricted to the US but are spread across 
geographies and are primarily in physical asset-intensive areas of 
industrials, resources and utilities, sectors that lagged or tracked the 
market in the post- Global Financial Crisis period4”.

Events since then have strengthened the ‘capex supercycle’ thesis. 
The end of ‘easy globalisation’ means the post-Cold War model of 
international integration built on cheap energy, unipolar geopolitics and 
political consensus is no longer stable3. Conflict in the Middle East and 
Ukraine have reinforced the imperatives of energy security and supply-
chain resilience, both of which demand physical investment. 

This environment favours two types of company in the decarbonisation 
investment universe.

Equipment providers: the picks and shovels 
of the capex cycle5

Companies that supply the mission-critical equipment underpinning 
the capex supercycle are growing rapidly. As capex accelerates across 
energy infrastructure, AI data centres, grid modernisation and advanced 
manufacturing, these businesses are direct beneficiaries of the spending. 
These companies share a distinctive set of competitive characteristics:

	ɽ Niche, differentiated products and services. They provide specialised 
equipment that cannot easily be substituted by a competitor’s offering.

	ɽ Low cost to the customer, but critical. Their products are typically a 
small percentage of the customer’s total project cost but essential to its 
operation. Customers are willing to pay for performance rather than 
shopping on price.

	ɽ Opportunity to drive efficiency, including decarbonisation. 
The equipment provided often improves energy efficiency or enables 
cleaner processes, reinforcing demand.

	ɽ Pricing power from performance. High-performance, mission-critical 
equipment that drives customer efficiency can command premium 
pricing and sustain it through cycles.

1

No representation is being made that any investment will or is likely to achieve profits or losses similar to those achieved 
in the past, or that significant losses will be avoided. 
4.	 Ninety One Investment Institute, A new capex supercycle: driving powerful and transformative growth, April 2024.
5.	 	Securities selected as examples of holdings with ‘HALO’ characteristics in the view of the investment team.



Why there’s a HALO over decarbonisation companies

4

For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary 
to applicable law or regulations.

WEG is a good example. The company is the world’s largest industrial 
motor manufacturer and a leading producer of power transformers — the 
devices that step voltage up or down at every node of the grid, essential to 
connecting any new power source or demand centre to the network. Global 
transformer supply has been constrained by decades of underinvestment, 
while demand from data centres, renewable interconnections and industrial 
re-shoring has surged. WEG’s order book extends into 2028-29, and it has 
plans to roughly double transformer production capacity by 2026. Vertical 
integration and automation have historically delivered margins well above 
those of WEG’s larger European peers.

Another example is Hongfa, the world’s largest relay manufacturer with 
approximately 23% global market share. The company holds about 40% 
share in the fast-growing market for high-voltage direct current (HVDC) 
relays. Relays are electrically operated switches that safely open and close 
high-voltage circuits in every electric-vehicle battery pack, solar inverter and 
energy storage system. They account for a small fraction of the end-product’s 
cost but are essential for electrification. Four decades of product focus, 
vertical integration and automation have underpinned stable gross margins of 
near 38% and consistent returns on equity of 15-20% through the cycle.

Scarce physical assets: the market has begun 
to reprice obsolescence risk6

Secondly, we believe the capex cycle and current market environment 
benefit companies whose competitive advantages derive from ownership 
of scarce physical assets: infrastructure, networks and production capacity 
built over decades that cannot realistically be replicated.

Markets are increasingly attuned to this characteristic. AI is disrupting 
many capital-light business models that dominated equity leadership 
in the past decade, as it lowers the cost of information processing and 
compresses differentiation. The sharp derating of software stocks in 
recent months reflects not a collapse in near-term earnings but a repricing 
of terminal value and margin durability. For much of the last decade, 
software businesses with high recurring revenues were considered the 
gold standard of competitive-moat durability. We believe the market is now 
placing greater value on durable, scarce and hard-to-replicate physical 
assets that are less disruptable and therefore warrant higher moat windows 
relative to software- and service-oriented companies.

Companies that own scarce physical assets have high barriers to 
entry, often built over decades and sometimes protected by regulatory 
frameworks. Their scarcity creates pricing power that is less vulnerable to 
competitive erosion. And we believe many of these moats are widening: 
as the capex supercycle demands more physical capacity – more grid 
infrastructure, more transport networks, more battery manufacturing – the 
scarcity value of existing large-scale assets increases further.

2

6.	 ibid.
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NextEra Energy exemplifies this. Surging electricity demand from data 
centres, industrial re-shoring and electrification is driving an estimated  
450 GW of additional power need in the US, far outpacing the speed at which 
new supply can be built. NextEra Energy is the world’s largest operator and 
developer of wind and solar power, with over 34 GW of renewable capacity. 
After decades of investment, it has secured the most productive wind and 
solar sites in the country, positions that cannot be replicated by later entrants, 
alongside the largest regulated electricity network in the US through its Florida 
utility. That combination of scale, site quality and regulated infrastructure 
makes NextEra Energy the most attractive beneficiary of America’s power 
build-out, in our view.

CATL, the world’s largest battery manufacturer with 676 GWh of installed 
production capacity, illustrates the same point from the manufacturing side. 
Barriers arise from scale, cost, engineering complexity and time-to-build — 
reinforced by US$2.6 billion of research and development spending in 2024 
alone, more than all major Korean battery producers combined. CATL shipped 
339 GWh of electric-vehicle batteries in 2024, equivalent to supplying 6.5 
million vehicles, and accounts for approximately 40% of the fast-growing 
global energy storage market7.

Investment implications
The companies in the Global Environment portfolio are forecast to deliver 
18% earnings-per-share growth on average over the next year8, compared 
with approximately 14% for a group of capital-intensive companies broadly 
(as calculated by Goldman Sachs) and 10% for a group of capital-light 
companies9. This superior earnings trajectory reflects the structural growth 
impact from the capex supercycle, and the AI disruption risk across software 
and services.

However, the historical valuation premium that investors have been willing 
to pay for this superior growth has largely disappeared in recent years. 
This does not reflect a decline in portfolio quality – since inception the 
strategy has delivered an average return on equity of approximately 16% 
versus approximately 15% for the MSCI ACWI – but rather a deterioration 
in sentiment towards clean-technology sectors generally. We view this as 
a mispricing.

Forecasts are inherently limited and are not a reliable indicator of future results. No representation is being made that 
any investment will or is likely to achieve profits or losses similar to those achieved in the past, or that significant losses 
will be avoided.
7.	 Company reports and Ninety One research.
8.	  Ninety One, as at March 2026. Inception date: 1 September 2018. Calculations for ROE use MSCI aggregation methodology for both the 

portfolio and benchmark. The portfolio may change significantly over a short space of time.
9.	 Goldman Sachs, Strategy Matters: The HALO effect, February 2026.
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As the capex supercycle intensifies, we believe selectively allocating to 
mispriced leaders within the decarbonisation value chain offers a way 
to gain exposure to capex-driven structural growth, while also building a 
portfolio with the potential to generate a distinctive return profile versus 
global equities. By focusing on companies with competitive advantages 
rooted in the physical world, whether as equipment providers or owners 
of scarce assets, such a portfolio should carry low risk of technological 
obsolescence and high exposure to the durable tailwinds shaping the 
next decade.

The HALO trade should therefore be understood not as a short-term 
market rotation, but as a signal of where value should be expected to 
accrue in equity markets as a capex supercycle plays out alongside 
disruptive AI. We believe the decarbonisation investment universe is 
among its primary beneficiaries.

General risks. The value of investments, and any income generated from them, can fall as well as rise. Costs 
and charges will reduce the current and future value of investments. Where charges are taken from capital, 
this may constrain future growth. Past performance does not predict future returns. If any currency differs 
from the investor’s home currency, returns may increase or decrease as a result of currency fluctuations. 
Investment objectives may not necessarily be achieved; losses may be made. Target returns are hypothetical 
returns and do not represent actual performance. Actual returns may differ significantly. Environmental, 
social or governance related risk events or factors, if they occur, could cause a negative impact on the value 
of investments.

Specific risks. Currency exchange: Changes in the relative values of different currencies may adversely 
affect the value of investments and any related income. Derivatives: The use of derivatives is not intended 
to increase the overall level of risk. However, the use of derivatives may still lead to large changes in value 
and includes the potential for large financial loss. A counterparty to a derivative transaction may fail to meet 
its obligations which may also lead to a financial loss. Equity investment: The value of equities (e.g. shares) 
and equity-related investments may vary according to company profits and future prospects as well as more 
general market factors. In the event of a company default (e.g. insolvency), the owners of their equity rank 
last in terms of any financial payment from that company. Concentrated portfolio: The portfolio invests 
in a relatively small number of individual holdings. This may mean wider fluctuations in value than more 
broadly invested portfolios. Emerging market (inc. China): These markets carry a higher risk of financial 
loss than more developed markets as they may have less developed legal, political, economic or other 
systems. Sustainable Strategies: Sustainable, impact or other sustainability-focused portfolios consider 
specific factors related to their strategies in assessing and selecting investments. As a result, they will 
exclude certain industries and companies that do not meet their criteria. This may result in their portfolios 
being substantially different from broader benchmarks or investment universes, which could in turn result in 
relative investment performance deviating significantly from the performance of the broader market.
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Global Environment portfolio,
as at 31 March 2026
The following tables show the composition of the Global Environment 
portfolio as at end-March 2026, divided between the two types of HALO 
stocks discussed above: equipment providers and companies with scarce 
physical assets. The weighting and 12-month total effect contribution (or 
detraction) from relative returns is shown for each holding.

Equipment providers
Niche, differentiated manufacturers supplying mission-critical 
equipment to the capex supercycle. Revenue model is product 
sales; moat is IP and manufacturing specialisation, not ownership 
of deployed assets.

Name Weight Total effect

Infineon Technologies 5.9% 0.5%

Schneider Electric 4.5% -0.1%

TE Connectivity 4.0% 1.4%

Atlas Copco 3.6% -0.1%

Valmont Industries 3.4% 0.0%

Spirax Group 3.0% -0.2%

Sungrow Power Supply 2.4% 0.2%

Hongfa Technology 2.4% 0.2%

Shimadzu 2.2% -0.7%

WEG 2.0% 0.9%

Trane Technologies 1.8% 0.3%

Xiamen Faratronic 1.7% 0.0%

Voltronic Power 1.6% -2.1%

Vestas Wind Systems 1.5% 1.9%

Silergy 1.3% 0.0%

SCREEN Holdings 1.1% 0.0%
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Scarce physical assets
Companies whose competitive advantage derives from ownership 
of infrastructure, networks or production capacity built over 
decades that cannot realistically be replicated. Revenue flows 
from operating, not selling, those assets.

Name Weight Total effect

Taiwan Semiconductor Manufacturing Co. 7.4% 3.2%

NextEra Energy 6.0% 0.9%

Contemporary Amperex Technology Co. 5.3% 2.3%

Iberdrola 4.4% 1.8%

Canadian Pacific Kansas City 4.2% -0.6%

Waste Management 2.5% -0.6%

Power Grid Corp of India 1.2% 0.0%

Attribution analysis (shown in USD) shows how the portfolio management contributed to 
(or detracted from) the resulting relative performance. Based on a related portfolio with 
substantially similar objectives as those of the services being offered. Shown gross of fees 
and expenses. 
Please refer to the presentation of the total portfolio or composite gross and net 
performance to understand the overall effect of fees.
Relative Index: MSCI All Country World Index. 
For further information on indices and specific portfolio names, please see the Important 
Information section. 

Strategy composite performance (USD)

1 year 5 years p.a. Since inception p.a.

Strategy (gross) 21.1% 3.0% 11.2%

Strategy (net) 20.4% 2.4% 10.5%

Benchmark 20.0% 9.5% 10.4%

Source: Ninety One, March 31, 2026. Where performance is gross of fees, returns will be reduced by 
management fees and other expenses. Net performance is net of the highest institutional segregated 
portfolio management fee. For more information, see the GIPS disclosures. Both gross and net 
returns are in USD, shown net of all trading expenses. Income is reinvested, in USD. Performance start: 
01 September 2018. Strategy: Global Environment. Benchmark: MSCI AC World Index NDR. Indices are 
shown for illustrative purposes only.

Past performance does not predict future returns; losses may be made.



Why there’s a HALO over decarbonisation companies

9

Australia

Level 28 Suite 3, Chifley Tower

2 Chifley Square

Sydney, NSW 2000

Telephone: +61 2 9160 8400

australia@ninetyone.com 

Botswana

Plot 64289, First floor

Tlokweng Road, Fairgrounds

Gaborone

PO Box 49

Botswana

Telephone: +267 318 0112

botswanaclientservice@ninetyone.com 

Channel Islands 

PO Box 250, St Peter Port

Guernsey, GY1 3QH

Telephone: +44 (0)1481 710 404

enquiries@ninetyone.com 

Germany

Bockenheimer Landstraße 23

60325 Frankfurt am Main

Telephone: +49 (0)69 7158 5900

deutschland@ninetyone.com 

Hong Kong

Suites 1201-1206, 12/F 

One Pacific Place

88 Queensway, Admiralty

Telephone: +852 2861 6888

hongkong@ninetyone.com 

South Africa

36 Hans Strijdom Avenue

Foreshore, Cape Town 8001

Telephone: +27 (0)21 901 1000

enquiries@ninetyone.com

Sweden

Västra Trädgårdsgatan 15, 

111 53 Stockholm

Telephone: +46 8 502 438 20

enquiries@ninetyone.com 

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +41 44 262 00 44

enquiries@ninetyone.com 

United Kingdom

55 Gresham Street

London, EC2V 7EL

Telephone: +44 (0)20 3938 1900

enquiries@ninetyone.com 

United States

Park Avenue Tower, 65 East 55th Street

New York, 10022

US Toll Free: +1 800 434 5623

usa@ninetyone.com 

www.ninetyone.com

Telephone calls may be recorded for training, monitoring and regulatory purposes 

and to confirm investors’ instructions. 

For more details please visit www.ninetyone.com/contactus    

Namibia

Am Weinberg Estate

Winterhoek Building

1st Floor, West Office

13 Jan Jonker Avenue

Windhoek

Telephone: +264 (61) 389 500

namibia@ninetyone.com

Singapore 

138 Market Street

CapitaGreen #27-02

Singapore 048946 

Telephone: +65 6653 5550

singapore@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérèse

L-2132 Luxembourg

Telephone: +352 28 12 77 20

enquiries@ninetyone.com 

Netherlands

Johan de Wittlaan 7

2517 JR Den Haag

Netherlands

Telephone: +31 70 701 3652

enquiries@ninetyone.com
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Important information

This communication is for professional investors only. It is not to be distributed to the public or within a country where such distribution would be 
contrary to applicable law or regulations.   

The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research or investment 
advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change without 
notice. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety One as a whole, different 
views may be expressed based on different investment objectives. Although we believe any information obtained from external sources to be 
reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness (ESG-related data is still at an early stage 
with considerable variation in estimates and disclosure across companies. Double counting is inherent in all aggregate carbon data). Ninety One’s 
internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective investors should consult their tax advisors before 
making tax-related investment decisions.   

Nothing herein should be construed as an offer to enter into any contract, investment advice, a recommendation of any kind, a solicitation of 
clients, or an offer to invest in any particular fund, product, investment vehicle or derivative. Investment involves risks. Past performance is not 
indicative of future performance. Any decision to invest in strategies described herein should be made after reviewing the offering document 
and conducting such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in order to make 
an independent determination of suitability and consequences of such an investment. This material does not purport to be a complete summary 
of all the risks associated with this Strategy. A description of risks associated with this Strategy can be found in the offering or other disclosure 
documents. Copies of such documents are available free of charge upon request.   

In the US, this communication should only be read by Institutional Investors and Financial Advisors (FINRA-registered Broker Dealers). It must not 
be distributed to US Persons apart from the aforementioned recipients. Note that returns will be reduced by management fees and that investment 
advisory fees can be found in Form ADV Part 2A.   

In Australia, this material has been prepared by Ninety One Australia Pty Ltd (AFSL 329636) and is intended for wholesale investors only as defined 
under the Corporations Act 2001 (Cth). 

This material is being sent to you in your capacity as professional investors, institutional investors, other qualified investors as defined by 
relevant local laws and regulations and strictly for your internal use only; and should not be reproduced or distributed to any other persons 
without prior written consent from Ninety One. If you are not an intended recipient you must ignore this material and take no action based on 
the information in it. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited and has not been reviewed by the 
Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by Ninety One Singapore Pte Limited (company 
registration number: 201220398M) and has not been reviewed by the Monetary Authority of Singapore. In the People’s Republic of China (the 
“PRC”), it can be directed only at certain eligible PRC investors as prescribed by applicable PRC laws. In Taiwan, it is for professional institutional 
investors only. In Indonesia, Thailand, the Philippines and Brunei, it is for institutional investors and other qualified investors only. For Korean and 
Malaysian clients this material has been issued to you upon your request, without any marketing or solicitation activities conducted by Ninety 
One. All information contained in this material is factual information and does not reflect any opinion or judgment of Ninety One. The information 
contained in this material should not be construed as an offer, marketing, solicitation or investment advice with respect to any investment products 
or services. The website mentioned in this communication has not been reviewed or approved by any regulatory authority in any Asia jurisdictions, 
and may contain information with respect to investments products that may not be registered in some jurisdictions. 

Ninety One Botswana Proprietary Limited, Plot 64289, First floor, Tlokweng Road, Fairgrounds, Gaborone, PO Box 49, Botswana, is regulated by 
the Non-Bank Financial Institutions Regulatory Authority. In Namibia, Ninety One Asset Management Namibia (Pty) Ltd is regulated by the Namibia 
Financial Institutions Supervisory Authority. In South Africa, Ninety One is an authorised financial services provider.   

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety One’s 
prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety One, May 2026.   

Additional information on our investment strategies can be provided on request.  

Investment Team  

There is no assurance that the persons referenced herein will continue to be involved with investing assets for the Manager, or that other persons 
not identified herein will become involved at any time without notice.  References to specific and periodic team meetings are not guaranteed to be 
held or fully attended due to reasonable priority driven circumstances and holidays. 

Investment Process  

Any description or information regarding investment process is provided for illustrative purposes only, may not be fully indicative of any present 
or future investments and may be changed at the discretion of the manager without notice.  References to specific investments, strategies or 
investment vehicles are for illustrative purposes only and should not be relied upon as a recommendation to purchase or sell such investments or to 
engage in any particular Strategy. Portfolio data is expected to change and there is no assurance that the actual portfolio will remain as described 
herein.  There is no assurance that the investments presented will be available in the future at the levels presented, with the same characteristics or 
be available at all.  Past performance is no guarantee of future results and has no bearing upon the ability of Manager to construct the illustrative 
portfolio and implement its investment strategy or investment objective.  

Specific Portfolio Names

References to particular investments or strategies are for illustrative purposes only and should not be seen as a buy, sell or hold recommendation.  
Such references are not a complete list and other positions, strategies, or vehicles may experience results which differ, perhaps materially, from 
those presented herein due to different investment objectives, guidelines or market conditions. The securities or investment products mentioned in 
this document may not have been registered in any jurisdiction.  More information is available upon request. 


